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PART 1

GENERAL INFORMATION



I hereby submit the 2007/2008 Annual Report of the Department of Local Government and
Housing to the Executing Authority in terms of the Public Finance Management Act, 1999.

_________________________________
KOPUNG RALIKONTSANE
HEAD OF THE DEPARTMENT OF LOCAL GOVERNMENT AND HOUSING

DATE: ………………………………

PART 1: GENERAL INFORMATION

1.1 SUBMISSION OF THE ANNUAL REPORT TO THE EXECUTIVE AUTHORITY

www.fs.gov.za4

31 August 2008
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In our endeavour to contribute towards the MDG poverty target of halving poverty by 2014 to this and
other social emancipation goals, the year under review was committed to fulfilling national imperatives
such as intensified and improved implementation of the 5-Year Local Government Strategic Agenda and
increased effort and resources on the execution of the Breaking New Ground Plan for the provision of
sustainable human settlements.

The latter provided homes to many Free State citizens while simultaneously imparting skills and creating

employment opportunities. Women and youth were specially given opportunities for skills and

entrepreneurial development in the housing construction industry in line with the national focus on

women and youth empowerment as part of redressing the imbalances of the past.

The challenges of the economy and the political landscape dictate that we act in partnership with

stakeholders and social partners. Our relationship with various stakeholders and partners such as the

Development Bank of Southern Africa (DBSA), the Independent Development Trust (IDT) and other

government departments yielded desired results in the empowerment of our municipalities in various

aspects such as financial management, technical expertise and overall governance matters thus fulfilling

the mandate of the department.

One of the outstanding examples of excellent partnership is the coordination of resources in the process

of the eradication of bucket sanitation system as part of the MDG sanitation target. The department had

the most sanitation backlog in the country and worked with various partners toward the eradication of at

least 2/3 by the deadline.

We continued to work together through our Intergovernmental Relations programmes such as the

MECLOGA and reporting to the Premier’s Coordinating Forum where we ensured alignment of our

programme and common purpose.

____________________________

31August 2008

MJ MAFEREKA

MEMBER OF THE EXECUTIVE COUNCIL

DATE:

1.2 OVERVIEW BY THE EXECUTINGAUTHORITY

In line with the PFMA, which dictates that annually departments

must give account regarding the previous financial year's

operations in relation to assigned mandates, we are pleased to,

submit this 2007/08Annual report.

It is worth mentioning that notable progress on creating

Sustainable Human Settlements informed by the BNG as well as

supporting and capacitating municipalities is highlighted in this

report. Not only achievements, but also challenges

encountered during the course of the financial year are reflected.
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Excelled in the acceleration of the bucket eradication project by means of partnerships with various stakeholders

and winning the CPSIAward in recognition of our efforts.

In response to improving the municipalities' understanding of the development and alignment of Integrated
Development Plans (IDPs) various capacity building workshops were held. Matters related to local economic
development were also addressed during these workshops. In addition, the department established a successful
Provincial Development Planning Forum, which contributed towards improved sector departments' understanding
of their roles in the development and implementation of municipal IDPs.

The department contributed to the successful implementation of the Performance Management System in
municipalities as provided by the Department of Provincial and Local Government (DPLG), thereby improving
provision of services through aligning planned performance with municipal IDPs.

The Municipal Infrastructure Grant programme was improved through regular PMU meetings resulting in
achieving:

o 100% expenditure of the bucket eradication fund, and 98% expenditure of the Municipal
Infrastructure Grant.

o Accelerated implementation of the bucket eradication project within municipalities.
o Significant update of the status of Municipal Infrastructure Grant (MIG) and the Municipal

Information System (MIS) within municipalities.

We intensified the implementation of the Integrated Sustainable Rural Development Programme (ISRDP) in the
node through the successful establishment of a Task Team. Sector departments also presented their funded
ISRDP projects for the 2008/2009 year to ISRDP Forum Workshop held thereby enhancing the successful
implementation of the ISRDP.

A Memorandum of Understanding was developed and entered into between this department and the Provincial
Treasury towards improving financial management within municipalities (e.g. indicating roles and
responsibilities as well as planned activities towards improving the financial capacity of municipalities).
Financial assistance amounting to millions of rands was also provided to selected municipalities.

The department successfully implemented public participation through the establishment and successful
functioning of Ward Committees. In addition, approximately 300 Community Development Workers were
trained towards supporting the functioning of Ward Committees.

1.3 INTRODUCTION BY THE HEAD OF THE INSTITUTION

In the 2007/2008 financial year we continued to implement the
Breaking New Ground Plan and the 5-Year Local Government
Strategic Agenda, the guiding principles through which the
department drives its two key business focus areas namely,
provision of integrated human settlements and ensuring
sustainable local governance.

The department committed its R878 028 000 budget allocation
to achieving its mandate through:

Intensifying municipal support by providing a hands-on support
and leveraging partnerships with social partners and
stakeholders. To this end, some of the highlights included:
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In close collaboration with SALGA, we improved the implementation of the IGR legislation with the
establishment and maintenance of District IGR Forums.

In order to enhance municipal revenue, the department improved debt collection within municipalities by
appointing a service provider to assist municipalities.
The mandate of the department includes providing support to the institution of traditional leadership. As
part of this objective, we successfully resourced and mobilized traditional leadership structures and
successfully implemented a comprehensive skills development programme for Traditional Leaders.
Improving the participation of Traditional Leaders in Ward Committees is also highlighted.

Through the Cuban partnership, we improved the understanding and knowledge of the community on
how to construct houses themselves through the Peoples Housing Process by means of providing
demonstrations on construction tools, techniques and the development of business plans.

On the whole, through our housing programme, we provided shelter and tenure to a number of
households and to a great extent, improved our municipalities in various performance areas such as
finance and technical capacity as well as the key area of integrated planning and the alignment of the
municipal agenda with the provincial and national Programme of Action in continuing the mandate of a
seamless government.

The year was not without challenges. The desired achievements were hampered by low responses and,
or a lack of co-operation from municipalities which resulted in a number of delayed projects such as the
appointment of additional Community Development Workers for improving public participation and/or the
functioning of Ward Committees.

A number of projects are awaiting further action and/or the finalization of national strategies and/or
policies from the Department of Provincial and Local Government (DPLG) National Housing and/or the
NHBRC. These include the finalization of the Municipal Anti-Corruption Policy, waiting for the NHBRC to,
among others, monitor, evaluate and enhance the quality control of all housing projects.

Lack of capacity in some areas (e.g. human and/or financial related) also hampered various projects such

as the full implementation of the local government communication system objectives, providing support

and monitoring progress. The department could also not establish a shared service centre within various

districts towards improving municipal capacity.

Publications during the year under review include the Budget Vote Speech, Annual Performance Plan,

the Strategic Plan and copies of the Municipal Property Rates Act brochures and posters for the

information and education of the public on theAct. The latter sought to make theAct more accessible to an

ordinary person in his or her own language. These promotional items were published in 4 different

languages; English,Afrikaans, Sesotho and Isizulu.

,

DATE: ………………………………

_________________________________
KOPUNG RALIKONTSANE
HEAD OF THE DEPARTMENT OF LOCAL GOVERNMENT AND HOUSING

31 August 2008
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1.4 INFORMATION ON THE MINISTRY

The Ministry is responsible for overseeing the implementation of the mandate of Vote 8, the

Department of Local Government and Housing. This in essence, means overseeing the

implementation of housing and local government programmes in the province. During the year under

review, the focus of the Ministry was essentially on the execution of the Breaking New Ground policy for

Sustainable Human Settlements; and the 5-year Local Government StrategicAgenda towards building

the capacity of local government for sustainable provision of basic services.

Included in this portfolio are the Traditional Leadership and Disaster Management matters in the

province. The MEC also acts as a provincial champion for the 2010 FIFAWorld Cup.

The MEC participates in the following mandatory government structures for a nationwide coherent
implementation of government policies and programmes. These are representative structures for the
National Department of Housing (DoH), and the Department of Provincial and Local Government
(DPLG), which constitutes Ministers and all 9 provincial Members of the Executive Council (MECs)
responsible for housing and local government matters.

The DPLG and Housing MINMECs are convened every second month. These meetings drive the
national agenda in alignment with the government Programme of Action and the overall global
agenda regarding human settlement development, and matters of local government.

Provincially, the MEC participates in the following structures:

· The Provincial Executive Council (EXCO), a collective body that forms part of the Provincial
Government through which government programmes are implemented and monitored.

· EXCO Lekgotla and the Premier's Coordinating Forum.
· MECLOGA, a provincial Intergovernmental Forum of the MEC for Local Government and

Housing, organized local government (SALGA) and municipalities, for a consolidated hands-
on support on the execution of government programmes at local municipalities.

· Council Speakers Forum, and
· Executive Council (EXCO) Clusters viz.

o Economic Growth, Development and Employment
o Justice and Crime Prevention
o Social and Human Development
o Efficient Governance andAdministration.

The cluster system is the government's coherent method of ensuring an integrated approach in the

provision of services to the public, of meeting the targets of the 2014 Vision towards the Millennium

Development Goals.

The signing of theABSA– Local Government and Housing Memorandum of Understanding.

o The Townships Board advises the MEC on matters of land development

o The HousingAdvisory Council

o The Rental Housing Tribunal

o MECLOGAis an intergovernmental relations platform for the Department and Municipalities

that is chairdes by the MEC.

The MEC participated in the activities of the following partnerships:

Institutions falling under the ExecutiveAuthority's control
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Bills submitted to the legislature during the 2007/2008 financial year

Ministerial visits abroad

· The Draft Bill on the establishment of the Local and Provincial Houses of Traditional Leaders

The MEC of Local Government and Housing, Mr MJ Mafereka with a Free State delegation of Mayors
and business representatives, visited Germany from 11– 21 May 2007 to conduct an understudy on bio-
fuel, one of the rising economic sectors in the Free State province.

Activities on the programme included business meetings with various business representatives such as
Micro and Energy systems where topics such as the high performance materials for alternative energies
were discussed. Other topics explored were effective public transport, creation of an environment for
decreasing unemployment, regenerative energies, modern waste separation, local housing, tourism
and recreation related discussions to name a few. The delegation concluded the trip with a meeting with
the trade section of the embassy of South Africa. They also visited various towns and cities in Germany
viz. Dresden, Chemnitz, Leipzig, Freiberg, Mittweida, Zwickau, Ronnenberg, Dessau and Berlin where
they met various government representatives.
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1.6 MISSION STATEMENT

The mission of the Department of Local Government and Housing is to strengthen and monitor local
government towards accelerated, quality service delivery in pursuit of the vision of developmental
local governance and integrated human settlements in the Free State.

1.7 LEGISLATIVE MANDATE

The Constitution of the Republic of South Africa 1996

The Constitution redefined local government as a sphere of government that is distinctive from, yet
interdependent and interrelated with provincial and national government. Importantly, the Constitution
conferred developmental duties to local government.

Public Finance Management Act No. 1 of 1999 (as amended by the Public Finance Management
Amendment Act No. 29 of 1999)
To regulate financial management in the national and provincial governments; to ensure that all
revenue, expenditure, assets and liabilities of those governments are managed efficiently and
effectively; to provide for the responsibility of persons entrusted with financial management in those
governments; and provide for matters connected therewith.

Division of Revenue Act of 2004
To provide for the equitable division of revenue raised nationally among the national, provincial and
local spheres of government for the 2002/2003 financial year; to provide for reporting requirements for
allocations pursuant to such divisions; to provide for the withholding and the delaying of payments; to
provide for liability for cost incurred in litigation in violation of the principles of co-operative governance
and intergovernmental relations; and to provide for matters connected therewith.

Conversion of Certain Rights into Leaseholds or Ownership Act No. 81 of 1988
This Act provides for the conversion of certain rights of occupation issued to a holder of a site situated
in a township, whether such township has been formalized or not; established under the now revoked
Black Communities Act 4 of 1984, into leasehold or ownership. The Act therefore makes provision for
the determination of affected sites or persons; an inquiry into affected sites; grievance (appeal)
procedures; and the issuing of leaseholds or transfer of ownership.

Black Communities Development Act No. 4 of 1984

The Act was repealed save for Chapter 6 and the Regulations thereto. As will appear from the above

paragraph, this Act is the principal Act 81 of 1988, makes provision for the designation of certain areas

as development areas, and makes provision for township establishment

www.fs.gov.za11



Upgrading of Land Tenure Rights Act No. 112 of 1991

This Act makes provision for the upgrading of informal rights, viz., the deeds of grant, leaseholds and

quitrent title permission to occupy.

Interim Protection of Informal Land Rights Act

This Act recognizes certain informal rights to land. One of the functions of the section is to resettle

people who are unlawfully occupying land. In the process, it is incumbent on the section to ensure that

the informal rights to land are recognized in the process of such resettlement.

The Housing Act No. 107 of 1997

Through this legislation, existing and future, and the Housing Code, the Department of Housing is

carrying out its legislative imperative as set out in the Housing Act, 1997. Section 2 of the Housing Act,

1997 (Act No. 107 of 1997) compels all three spheres of government to give priority to the needs of the

poor in respect of housing development (section 2(1)(a)). In addition, all 3 spheres of government must

ensure that housing development:

(i) provides as wide a choice of housing and tenure options as is reasonably possible

(ii) is economically, fiscally, socially and financially affordable and sustainable

(iii) is based on integrated development planning

(iv) is administered in a transparent, accountable and equitable manner, and upholds the practice

of good governance (Section 2(1)(c)).

Prevention of Illegal Eviction from and Unlawful Occupation of Land Act of 1998

The Prevention of Illegal Eviction from and Unlawful Occupation of Land Act was promulgated in 1998.

The Act repeals the Prevention of Illegal Squatting Act No. 52 of 1951 and makes provision for a fair

and equitable process to be followed when evicting people who have unlawfully invaded land, from

their homes. The Act also makes it an offence to evict legally without due process of law.

The Housing Consumers Protection Measures Act of 1998

The Act provides for the establishment of a statutory regulating body for homebuilders. The National

Home Builders Registration Council will register every builder and regulate the home building industry

by formulating and enforcing a code of conduct. The implementation of the Act is monitored

continuously.

The Rental Housing Act of 1999

This Act repeals the Rent Control Act of 1976 and defines Government's responsibility for rental-

housing property. It creates mechanisms to promote the provision of rental housing and the proper

functioning of the rental housing market. To facilitate sound relations between tenants and landlords, it

lays down general requirements for leases and principles for conflict resolution in the rental-housing

sector. It also makes provision for the establishment of Rental Housing Tribunals and defines the

functions, powers and duties of such Tribunals. Provincial housing departments are establishing

Rental Housing Tribunals.

www.fs.gov.za12



Home Loan and Mortgage Disclosure Act of 2000

The Act provides for the establishment of the Office of Disclosure and the monitoring of

financial institutions serving the housing credit needs of communities. It requires financial

institutions to disclose information and identities discriminatory lending patterns. The Act will

come into operation during 2003.

Subdivision of Agricultural Land Act No. 70 of 1970

This Act is used for town planning advice to the Department of Land Affairs on the subdivision of

agricultural land.

The Development Facilitation Act No. 67 of 1995

This Act provides directive principles to guide the drafting, adoption and implementation of all

policies and legislation for all spheres of government regulating spatial planning, land-use

management and land development.

The Townships Ordinance No. 9 of 1969

This Ordinance is used for the establishment of towns, subdivision and consolidation,

amendment of the general plan and the amendment of town-planning schemes. The townships

board is also instituted in terms of this ordinance.

Disestablishment of SA Trust Limited Act No. 26 of 2002

The winding down of the South African Housing Trust and the transfer of functions relating to

financial obligations were completed during the end of 2002 and the beginning of 2003 in terms

of Act 2002: Disestablishment of SA Trust Limited Act, 2002.

The Removal of Restrictions Act No. 84 of 1967

In terms of this Act, land use is either changed by means of title conditions or rezoning.

The Less Formal Township Establishment Act No. 113 of 1991

This Act is specifically for guiding rapid township establishment where housing is in dire need.

The Physical Planning Act No. 125 of 1991

This Act governs secondarily land uses on farmland that is not agriculture related by way of

permits and it also enables the amendment of guide plans and the evaluation of consistency

regarding land development

Municipal Systems Act of 2000

The Act introduces changes towards the manner in which municipalities are organized

internally, the way they plan and utilize resources, monitor and measure their performance,

delegate authority, render services and manage their finances and revenue. Critically, the MSA

formalizes a range of alternative service delivery mechanisms that could be used to

complement traditional service rendering mechanisms / arrangements used by municipalities.

This Act also enables the Integrated Development Plans (IDP). The IDP is a single and

inclusive strategic plan that must be compiled and adopted by the municipality. IDPs must

include a financial plan, performance management plan, disaster plan and a spatial

development framework within which all sector plans should be addressed.

www.fs.gov.za13



Municipal Demarcation Act of 1998

The Municipal Demarcation Act of 1998 provided for the re-demarcation of municipal

boundaries and this resulted in the rationalization of 843 municipal entities into 284 larger and

possibly economically viable entities.

Municipal Structures Act No. 117 of 1998 as amended in 1999 and 2000

The Act defined new institutional arrangements and systems for local government. Importantly,

the Act laid a foundation for local government performance management and ward committee

systems.

White Paper on Local Government of 1998

The White Paper on Local Government is a broad policy framework that proposes wholesale

changes in the areas of political, administrative structures of local government, electoral

systems, demarcations, finances, services, infrastructure development, planning and so forth.

The White Paper maps out a vision of developmental local government that is committed to

working actively with citizens to identify sustainable ways of meeting their social, economic

and material needs and thereby improve their quality of life. Developmental local government

envisages the transformation of municipal administrations into rationalized, representative,

less bureaucratic, people-centred, efficient, transparent, accountable and responsive entities.

The Civil Protection Act No. 67 of 1977

The Act empowers the Minister of Provincial and Local Government to declare a “state of a

disaster” but it does not instruct other relevant ministries of the actions they should take. Again

this Act is more reactive than pro-active.

The Fund Raising Act No. 107 of 1978

It provides for the declaration of a disaster by the President in order to provide relief to the

victims of disasters such as a drought disaster.

Disaster Management Act 57 of 2003

Streamlines and unifies disaster management and promotes a risk reduction approach

particularly at provincial and local levels.  It eliminates the confusion around disaster

declaration and addresses current legislative gaps.

Fire Brigade Act No. 99 of 1987

Forms an element of disaster management in terms of norms and standards in the prevention

of fires or any hazards leading to risks and or disasters.

National Veld and Forestry Act No. 101 of 1998

It emphasizes the formation of Fire Protection Associations for the purpose of predicting,

preventing, managing and extinguishing veld fires.

The National Environmental Management Act of 1999

Provides for environmental management strategies to prevent and mitigate environmental

disasters.

Traditional Leadership and Governance Framework Act No. 41 of 2003

The Act provides for the recognition of traditional leaders, their roles and functions, recognition

of traditional communities, establishment of traditional councils and matters connected

therewith.
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Public Audit Act, 2004 (Act 25 of 2004)

The following Acts will be impacted upon by Act No.41 of 2003

House of Traditional Leaders Act No. 6 of 1994

Provides for the establishment of the Free State House of Traditional leaders, and matters

connected therewith.

Bophuthatswana Traditional Courts Act No. 29 of 1979

The Act provides for the conferment and assignment of jurisdiction to tribal and community

authorities regarding the Administration of justice.

QwaQwa Administration Authorities Act No. 6 of 1983

Provides for the establishment of tribal communities, definition of all categories of traditional

leaders and their respective roles. It also provides for the establishment of certain councils for

better management, control and administration of affairs within Qwa-Qwa.

Black Administration Act No. 38 of 1927

Provides for the better control and management of Black affairs.

Black Authorities Act No. 68 of 1951

Provides for the administration of communal land and related matters.

National Spatial Development  Perspective (NSDP)

The NSDP also includes a mechanism aimed at aligning spatial choices regarding government

investment and development spending across all spheres of government. This approach

seeks to focus the bulk of fixed investments of government on those areas with the potential for

sustainable economic development. In these areas government's objectives of both promoting

economic growth and alleviating poverty will be best achieved.  In areas of limited potential it is

recommended that beyond the level of basic services, to which all citizens are entitled,

government should concentrate primarily on social investment such as human resource

development, labour market intelligence and social transfers to give people in these areas

better information and opportunities to gravitate towards areas with economic potential.
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Appropriation Main Adjusted

Appropriation Appropriation Spent

Expenditure

Department of Local R'000 R'000 R'000 R'000

Government and

Housing 778 028 806 074 695 880 110 194

Responsible Member of Mr MJ Mafereka

the Executive Council

(MEC)

Administering Department Department of Local Government and Housing

Accounting Officer Superintendent General of the Department of Local Government and Housing

Mr Kopung Ralikontsane

Actual Amount Over/Under

PART 2: PROGRAMME PERFORMANCE

2.1 VOTED FUNDS

www.fs.gov.za18

2.2 AIM OF VOTE

To be a leader in provincially integrated management of housing and local governance.

The Department of Local Government and Housing aims to foster good governance and
promote sustainable development in local government structures. The department also
aims at the development of sustainable human settlements. These aims are underpinned
by the professional approach of the Batho Pele principles.
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2.3 KEY MEASURABLE OBJECTIVES, PROGRAMMESANDACHIEVEMENTS

Strategic Goal 1:

Strategic Goal 2:

Strategic Goal 3:

An organizationally capable and skilled department that is supported

and strengthened towards service excellence.

Strategic Objectives

1 To create and sustain a conducive working environment within the department, free of

fraud and corruption, that enables accelerated delivery of services

2 To articulate and entrench Batho Pele principles and build a culture of high performance

within the department

3 To ensure that the budget of the department is planned, managed and spent in line with the

service delivery challenges facing the department

4 To enhance the provisioning and management of procurement within the department in

line with national and provincial imperatives

5 To ensure that an adequate support service is rendered to the HoD and MEC towards

ensuring the effective and efficient functioning of their offices.

6 To contribute to good governance and administration in the Free State Provincial

Administration.

Enhanced Sustainable Human Settlements to communities in the Free

State Province

Strategic Objectives

1 To ensure effective planning of housing and sustainable human settlements.

2 To promote the effective and efficient delivery of housing opportunities in terms of the

National and Provincial Housing programmes.

3 To build the institutional human resource capacity towards delivering sustainable human

settlements.

Accountable and sustainable local governance in the Free State

Province

Strategic Objectives

1 To mainstream hands-on support to local government to improve municipal governance,

performance and accountability.

2 To address the structure and governance arrangements of the state in order to better,

strengthen, support and monitor local government.

3 To refine and strengthening the policy, regulatory and fiscal environment for local

government and give greater attention to the enforcement measures

4 To promote integrated spatial planning.

5 To enhance improved municipal infrastructure.
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SUMMARY OF PROGRAMMES

The activities of the department are organised in the following programmes.

Programme Sub-Programmes

1. Administration Office of the MEC

Corporate Services

District Services

2. Housing Housing Planning and Research

Housing Development Implementation

Housing Property Management

3. Local Government Municipal Administration

Municipal Finance

Disaster Management

Municipal Infrastructure

Spatial Planning

Local Economic Development

Traditional Affairs

2.4 ACHIEVEMENTS

In the year under review, the department won two significant awards for good performance; the
Premier's Excellence Award and the Performance Management Review (PMR) Award. In the
latter, the department won two Gold Awards for service excellence following an independent
poll in the Free State, by the PMR Company.

The department also won the Centre of Public Service Innovation (CPSI) award, an award that
acknowledged the innovative partnerships formed with the Department of Water Affairs and
Forestry (DWAF), Department of Provincial and Local Government, (DPLG) Development
Bank of Southern Africa (DBSA), South African Institution of Consulting Engineers (SAICE),
municipalities consultants and contractors, on the bucket eradication projects which resulted
in the team efficiently managing to unblock projects for a significant progress and completion in
the said areas.

In response to the 5-year Local Government Strategic Agenda the department achieved the
following:

• Facilitated deployment of service delivery facilitators to municipalities through Siyenza
Manje programme.

• Acceleration of Municipal Infrastructure Grant (MIG) expenditure of which an amount of
R979.8 million was spent out of the allocated R1, 202 billion (81%) at the end of March
2008, taking into account that R147, 4 million of the above amount was only allocated at
the end of October 2007.

• Out of the original backlog of 71 567 buckets as of 30 June 2007 a total of 58 849 toilets
were constructed by the end of March 2008.

• Increased number of municipalities that submitted credible Integrated Development Plans
(IDPs) on time.

Our municipal financial management support programmes resulted in one municipality
receiving unqualified report, noting that there were only two municipalities in the country, which
received unqualified reports.
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A number of municipalities including Naledi, Kopanong, Masilonyana, Tokologo, Nala and

Mafube Local municipalities were supported to comply with performance management

regulations.

In order to enhance municipal revenue, the department improved debt collection in

municipalities by appointing a service provider to assist municipalities. The department also

appointed financial management service providers to provide expert financial support to

Naledi and Mohokare Local municipalities. At Phumelela local municipality, three financial

management interns' contracts were extended. This has contributed towards improved

functioning of the municipal finance unit.

All municipalities have indigent policies and are providing the indigents with free basic services

such as water and electricity. The department is continuously working with stakeholders such

as the Department of Water Affairs and Forestry (DWAF), Department of Provincial and Local

Government (DPLG), Department of Environmental Affairs and Tourism, Department of the

Premier, the South African Local Government Association (SALGA), and the Department of

Minerals and Energy on the development of backlog studies pertaining to access to water,

electricity, refuse removal and sanitation. A provincial sector plan on water has been

developed, and the development of a sector plan for electricity is in progress.

All municipalities were provided with hands -on support to develop credible Integrated

Development Plans (IDPs). As part of ensuring integrated development planning, the

Provincial Development Planning Fora were held to improve planning and communication

channels between sector departments and municipalities. Integrated Development Planning

(IDP) and Local Economic Development (LED) training workshops were also held in all

districts. The workshops dealt with issues pertaining to the Accelerated Shared Growth

Initiative of South Africa (ASGISA), the Provincial Growth and Development Strategy (PGDS)

and the Regional Industrial Development Strategy (RIDS).

Of the 25 municipalities, 20 have Local Economic Development (LED) strategies and these

have been implemented.

In an attempt to meet the bucket eradication targeted deadline, the department established

a Bucket Eradication Task Team to provide hands-on support to municipalities. As indicated

earlier, of the original backlog of 71 567 buckets as at 30 June 2007, a total of 58 849

toilets were completed by the end of March 2008. The outstanding balance of 12 718 will

be constructed and connected by the end of August 2008. These were delayed due to

the communities’ rejection of the alternative, non-waterborne toilets in Tokologo, Mohokare,

Nketoana and Mantsopa local municipalities.

The department managed to facilitate 87% expenditure of the bucket allocation

for the 2007/2008 financial year, which amounts to R650 million of the total allocation of

R747.8 million. An amount of R27.5 million was transferred from the departmental budget to

the Nketoana, Mantsopa, Naledi, and Tokologo local municipalities as top-up funding for

bucket eradication projects in the 2007/2008 financial year.
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In order to enhance municipal readiness for 2010 Provincial Disaster Management, the

training of 15 municipal officials in disaster management plans was incorporated into IDPs.

Forty-eight (48) officials from Nala and Naledi local municipalities were trained in fire

prevention, fire fighting and rescue.

In Traditional Affairs, 11 Traditional Councils were reconstituted to reflect a balanced

representation of gender and youth.Apledge of commitment to consult and inform one another

on matters of common interest was signed between the Free State House of Traditional

Leaders, the South African Local Government Association (SALGA) and the Department of

Local Government and Housing. The department co-hosted the visit of the Deputy President of

the Republic of South Africa to Traditional Communities in Thabo Mofutsanyana District

Municipality to launch the 16 Days ofActivism campaign.

The provincial Vuna Awards were held and Tswelopele Local Municipality was crowned

winners at the ceremony in October 2007. This is the second year that this municipality has

won the award.

The department's implementation of the Comprehensive Plan for the Creation of Sustainable

Human Settlements, also known as the Breaking New Ground (BNG) Plan for housing

delivery, yielded some of the following achievements.

A5-year development strategy for Community Residential Units (CRU) has been implemented

and is fully functional. The provincial steering committee has also been established in

accordance with the policy. Community Residential Units project management teams have

also been established in Metsimaholo and Mangaung municipalities respectively. The

establishment of these management teams contributes towards fast tracking the

implementation of the CRU programme in municipalities identified as Housing CRU 'pipeline

projects' which include priority projects. More than 448 title deeds were registered in the names

of affected households for the Enhanced Extended Discount Benefit Scheme (EEDBS).

A thousand subsidies were allocated and ring fenced for the members of the Slum Dwellers

International (SDI). This is the department's contribution to the 7th Millennium Development

Goal of achieving significant improvement in the lives of at least 100 million slum dwellers by

2020. These subsidies are being implemented through the People's Housing Process (PHP)

programme.

The following have also been achieved:

• Eight thousand and two (8002) erven were planned and surveyed in terms of the

department's Planning and Survey Programme.

• Strategic partnerships were established with the Servcon Housing Solutions and as a

result, 13 Propnet properties worth R18, 812, 280.00 were acquired.

• Dihlabeng municipality’s pedestrian bridge was completed and launched in June 2007.

The department also participated in the management of the National Skills Fund Learnership

Programme in which an additional 250 youth and 50 women were enrolled for the Community

House Builder Learnership Programme towards establishing a rare skills base as required by

the Joint Initiative for Priority SkillsAcquisition (JIPSA).
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There were 60 Housing Consumer Education workshops held, benefiting 5 045 housing

beneficiaries. In addition, the department participated in the national housing consumer

awareness campaign, A re Ageng Mzansi, which was conducted in Moqhaka, Matjhabeng,

Mangaung, Mohokare and Maluti-a-Phofung municipalities. Additional consumer education

slots were conducted on theAreAgeng Mzansi community radios throughout the province.

More than 874 queries and complaints from beneficiaries, municipalities, contractors and other

stakeholders were resolved during this financial year. Through active participation in various

National Task teams, the following documents were finalized and launched on 10 and 11 March

2008 respectively.

• The Provincial Multi-year Housing Development Plan Framework

• The Resource Manual for the National Programme: Housing Chapters of Municipal

Integrated Development Plans (IDPs)

The draft national policies on the Housing Assistance for Vulnerable and Orphaned Children

and the Succession Rights of Descendants of Housing Subsidy Beneficiaries were formulated

with major inputs from the province.

Lastly, the department, in partnership with the Free State Provincial Government,

commemorated the 16 days of activism campaign during which 50 houses were built for

deserving families, and much awareness raised about the impact of gender violence in society.

The department decentralized services into five District Offices that are located within the

different District Municipalities with service points Phuthaditjhaba, Trompsburg, Sasolburg,

Welkom and Bloemfontein.

The purpose for the establishment of District Offices is to ensure proximity of housing

practitioners to the housing stakeholders and beneficiaries. The proximity of the housing

practitioners has improved the performance of the contractors and conveyancers including

supply of beneficiaries and provision of suitable land for housing development.

District Offices are also meant to reinforce and build on the relationship that has already been

nurtured with the contractors, conveyancers, engineers, banking and housing institutions

towards improved provision of housing and creation of human settlements.

The department appointed experienced contractors to assist and mentor the emerging

contractors such as youth and women contractors, with the construction of low cost housing.

This initiative was meant to build the capacity of contractors in order to accelerate and improve

the quality of houses built while providing opportunities to the emerging contractors to assert

them in the competitive built environment.

The increasing demand of building material supply worldwide, decreasing supply and inflation

has had negative impact in the housing built environment in general. The shortage slows down

the building process and final provision of houses. The country's increased inflation and

interest rates have also affected the housing construction industry, particularly the smaller

contractors and delaying the completion of their houses.

2.5 OVERVIEW OF THE SERVICE DELIVERY ENVIRONMENT FOR 2007/08
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Due to severe lack of funds and internal capacity constraints, the department could not

adequately support municipalities on financial management, skills audit and development of

performance agreements and municipal annual reports to name a few. A joint Municipal

Finance Management Act (MFMA) work plan was compiled with the Provincial Treasury to

expedite municipal support on among others, financial management, audit queries and service

delivery budget implementation plans.

The total Municipal Infrastructure Grant (MIG) amount of R979.8 million was spent out of the

allocated R1, 202 billion. Funds were spent on the provision of water 8%, sanitation 80.5%,

roads and storm-water 8%, public facilities 3%, and solid waste disposal 0.5%. The spent

amount constitutes (81%) of the total allocation of which R147, 4 million was only allocated at

the end of October 2007.

The organisational environment of the department was fairly stable in the year under review

with most senior management posts filled. Challenges identified during the year under

reporting, that might have impacted negatively on service delivery include; a high vacancy rate

and a high turnover of personnel in some areas within the department.

In order to appropriately address the above challenges and mitigate potential negative effects

on the department, the following actions were taken:

• Taking into account specific service delivery challenges facing the department, critical

vacancies were prioritised, funded and advertised in all programmes towards recruiting

the required skills and competencies. This resulted in the department increasing its human

resources capacity from 577 employees to 641 employees.

• Atotal of 188 filled as well as critical vacant posts were job evaluated so as to determine the

correct grading of such posts, thereby ensuring that these are graded consistently in

comparison with similar posts in other provincial departments. This action not only

enabled the department to identify and advertise critical vacancies, but also contributed

towards ensuring that the department retained its employees.

• A number of employees within the department were retained through the department's

Scarce Skills Retention Strategy, thereby promoting continuity, which would contribute

favourably towards service delivery.

• All vacant senior management positions within the department were advertised and filled

towards improving the leadership capacity of the department.

• The utilization of all employees in the department was reviewed and appropriately

addressed with a view to optimising the utilization of human resources in accordance with

challenges facing the department. Employees' job descriptions were also updated where

necessary and their performance agreements were fully aligned with the strategic

objectives and performance targets as per the department's Annual Performance Report,

thereby ensuring that the performance of all officials are aligned with service delivery

challenges.

2.6 OVERVIEW OF THE ORGANISATIONAL ENVIRONMENT FOR 2007/08
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The above actions contributed significantly towards creating and sustaining a supportive and

stable organizational environment for purposes of improved service delivery. One of the key

issues that were also addressed during the year under review was the appointment of five

District Directors towards implementing and successfully operationalising District Offices,

thereby bringing the department's services closer to the communities and improving service

delivery.

The legislation on Provincial and Local Houses has taken longer to finalise as we endeavour to

cater for the unique needs of the province without compromising the requirements of the

Traditional Leadership Framework Act, act no 41 of 2003. However this is now closer to

finalization and Local Houses will be established during the next financial year. Two Tribal

Authorities have not been reconstituted because there is no defined area of jurisdiction.

On the whole, financial and human resource constraints within the department compromised

the quality of support given to municipalities and the traditional institutions. Thedepartment is

in the process of strengthening some of the units to address these challenges.

Over the past decade, the department embarked on ensuring a better life for the majority of

indigent communities in the Free State by providing shelter and basic services as a

constitutional requirement.

In order to ensure planning is aligned to the principles of Breaking New Ground, the

department introduced and popularised the Housing Chapter of Integrated Development

Plans (IDPs) Guidelines. The revitalised Housing Chapter of IDPs derived its mandate from the

Housing Act, 1997 section 9(1) (f) which states that every municipality must, as part of the

municipal process of integrated planning, take all reasonable and necessary steps within the

framework of national and provincial housing legislation and policy to initiate, plan, coordinate,

promote and enable appropriate housing development in its area of jurisdiction.

The Resource Manual for Housing Chapters of municipal IDPs was finalised and launched on

March 2008.

The National Housing Policy is continually changing and evolving, so is the Code. The National

Housing Code 2007 sets the understanding of policy principles, guidelines and norms and

standards which apply to government's various housing assistance programme introduced

since 1994 and updated in 2007.The guidelines provided in the Code have assisted the

department and the housing stakeholders to have an easy understanding of the overview of

the various housing subsidy instruments available to assist low income households to access

adequate housing.

The Rental Housing Amendment Act, 2007 amended the Rental Housing Act, 1999.This

amendment made further provision for rulings by Rental Housing Tribunals to expand the

provisions pertaining to leases, and to extend the period allowed for the filling of vacancies in

Rental Housing Tribunal and to provide for matters connected therewith.

2.7 STRATEGIC OVERVIEW AND KEY POLICY DEVELOPMENTS FOR THE 2007/08

FINANCIALYEAR

!
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The Spatial Development Framework, as part of the Integrated Development Plans of

municipalities, have been aligned with the newly compiled Provincial Spatial Development

Framework comprising the latest provincial information and statistics, which require municipal

implementation in this financial year.

2.8 DEPARTMENTAL REVENUE, EXPENDITUREAND OTHER SPECIFIC TOPICS

2.8.1 Collection of Departmental Revenue

2.8.2    Departmental Expenditure



EXPENDITURE PER ECONOMIC CLASSIFICATION AS AT 31 MARCH 2008

DEPARTMENTAL EXPENDITURE PER PROGRAMME AS PER 31 MARCH 2008
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PROGRAMME PERFORMANCE

PROGRAMME 1: ADMINISTRATION

PURPOSE

The aim of this programme is to strengthen and support the department on matters related to its

administrative functionality and efficiency.

PROGRAMME DESCRIPTION

The programme consists of the following divisions:

1. Office of the MEC

2. Office of the HoD

3. Corporate Services

• Support Services

• Finance

Strategic Goal 1: An organizationally capable and skilled department that is supported and

strengthened towards service excellence.

Strategic Objectives
1 To create and sustain a conducive working environment within the department, free of fraud and

corruption, that enables accelerated delivery of services

2 To articulate and entrench Batho Pele principles and build a culture of high performance within the

department

3 To ensure that the budget of the department is planned, managed and spent in line with the service

delivery challenges facing the department

4 To enhance the provisioning and management of procurement within the department in line with

national and provincial imperatives

5 To ensure that an adequate support service is rendered to the HoD and MEC towards ensuring the

effective and efficient functioning of their offices.

6 To contribute to good governance and administration in the Free State Provincial Administration.
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PROGRAMME 2: HOUSING

PURPOSE

The aim of the programme is to manage housing delivery and to ensure the development of integrated

human settlements.

PROGRAMME DESCRIPTION

The programme consists of the following sub-programmes:

• Housing Planning and Research

• Housing Development Implementation

• Housing Property Management

Strategic Objectives

2.1 To ensure effective planning of housing and sustainable human settlements

2.2 To promote the effective and efficient delivery of housing opportunities in terms of National and

Provincial Housing Programmes

2.3 To build the institutional human resource capacity towards delivering sustainable human

settlements.

www.fs.gov.za53



www.fs.gov.za54



www.fs.gov.za55



www.fs.gov.za56



www.fs.gov.za57



www.fs.gov.za58



www.fs.gov.za59



PURPOSE

The programme aims at establishing, monitoring, regulating, strengthening, supporting and

capacitating municipalities  and traditional leadership institutions in terms of the Constitution

of 1996. The programme also aims to render support services regarding Disaster

Management,  planning and development .

PROGRAMME DESCRIPTION

The programme consists of the following sub-programmes:

• Municipal Administration

• Municipal Finance

• Disaster Management

• Municipal Infrastructure

• Spatial Planning

• Local Economic Development

• Traditional Affairs.

PROGRAMME 3: LOCAL GOVERNMENT
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1 To mainstream hands-on support to local government to improve municipal governance,

performance and accountability.

2 To address the structure and governance arrangements of the state in order to better, strengthen,

support and monitor local government.

3 To refine and strengthening the policy, regulatory and fiscal environment for local government and

give greater attention to the enforcement measures

4 To promote integrated spatial planning.

5 To enhance improved municipal infrastructure.

Strategic Objectives
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PART 3: REPORT OF THE AUDIT COMMITTEE

The Audit Committee of the Department of Local Government and Housing is pleased to present its

report for the financial year ended 31 March 2008.

Audit Committee Members and Attendance

The Audit Committee consists of the members listed hereunder and should meet at least four times per

annum as per its approved Audit Committee Charter. During the current year two meetings were held.

Name Date Appointed Date

of meeting of meeting

Adv Nell van Heerden (Chairperson) 1 April 2007 14 August 2007 19 September 2007 ^

Mr. Humphrey Jewell 1 April 2007 14 August 2007 19 September 2007 ^

Mr. Walter Mokoena 1 April 2007 14 August 2007 19 September 2007 ^

Mr. Jack Motloung 1 April 2007 14 August 2007 19 September 2007 ^

Ms. N Mochochoko 1 April 2007 Resigned Resigned

Date Attendance

Legend: ^ - Yes

NB: The Chairperson as indicated in the table above resigned however, she opted to remain an

ordinary member of the Committee and Mr Jack Motloung was appointed as the Acting Chairperson.

Audit Committee Responsibility

The Audit Committee reports that it has complied with its roles and responsibilities arising from Section

38(1)(a) of the Public Finance Management Act and Treasury Regulation 3.1.1 to 3.1.16 with regards

to its establishment and terms of reference.

S38 (1)(a) S38 (1)(a)(ii) of the PFMA state the following:

(PFMA) (1) “The accounting officer for a department,…

a) Must ensure that that department,…. has and maintains

(ii) a system of internal audit under the control and direction of an audit committee
complying with and operating in accordance with regulations and instructions
prescribed in terms of sections 76 and 77
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The Audit Committee also reports that it has adopted appropriate formal terms of reference as

its Audit Committee Charter however, to date it had been totally reliant on the findings and

recommendations of the Auditor-General.

The effectiveness of internal control

The system of internal control was not entirely effective for the year under review, as

compliance with prescribed policies and procedures were lacking in certain instances.  During

the year under review, several instances of non-compliance were reported by the office of the

Auditor-General that resulted from a breakdown in the functioning of controls.  Significant

control weaknesses have also been reported by the Auditor-General under emphasis of matter

and in the management letter.

In certain instances, the weaknesses reported previously have not yet been fully and

satisfactorily addressed. The effect of these instances has been included in the annual

financial statements and the report of the Accounting Officer.

The quality of in year management and monthly/quarterly reports submitted in terms of the

PFMA and the Division of Revenue Act.

In view of the fact that the Audit Committee had not perused the content and quality of monthly

and quarterly reports prepared and issued by the Accounting Officer of the department during

the year under review, the Committee is not in the position to express an opinion on the latter.

Evaluation of Financial Statements

The Audit Committee has:

• reviewed and discussed the audited annual financial statements to be included in the annual

report, with the Auditor-General and the Accounting Officer

• reviewed the Auditor-General's management letter and management's response thereto

• reviewed significant adjustments resulting from the audit.

The Audit Committee concurs and accepts the Auditor-General's conclusions on the annual

financial statements of the department, and is of the opinion that the audited annual financial

statements be accepted and read together with the report of the Auditor-General.
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DEPARTMENT OF LOCAL GOVERNMENT AND HOUSING
VOTE 8

REPORT OF THE ACCOUNTING OFFICER
for the year ended 31 March 2008

Report by the accounting officer to the executive authority and free state legislature

1. General review of the state of financial affairs

The budget for 2007/08 financial year was driven by the programmes as set out in the annual

performance plan for 2007  2010. These programmes were informed by the following two main

government policies:

Breaking New Grounds and 5 Year Local Government Strategic Agenda. The implementation

of the two policies has resulted in the department being faced with the following strategic

issues:

- eradication of informal settlements

- provision of social and economic amenities

- the acquisition of well located land, suitable for housing

- the rectification of state financed houses built prior to 1994

- the rectification of subsidized houses built post 1994 (1994 to March 2002)

- provision of hands-on support to municipalities in municipal transformation and

organizational development, basic service delivery, local economic development,

financial viability, and good governance and public participation.

Except for the normal major projects of housing delivery, the department participated in a

special project on 16 days of activism against women and child abuse, whereby 44 houses

were awarded to the victims of different forms of abuse. The department also held a housing

summit to review housing delivery in the province and share knowledge on the Breaking New

Ground with stakeholders. A summit on the review of white paper on local government and

development of white paper on provinces were also held.

Spending trends

The department received an allocation of R 778 028 000 in the Main Budget for the 2007/2008

financial year, an amount that was inclusive of the Conditional Grants to the amount of R 553

293 000.

The roll over funds as well as additional allocations made in the adjustment budget are made

up as follows:

Conditional grants

Integrated Housing and Human Settlement Redevelopment Grant R         215 000

Total R         215 000

Provincial funds

Human Settlement R     4 350 000

Incomplete Houses R   13 481 000

Total R   17 831 000
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DEPARTMENT OF LOCAL GOVERNMENT AND HOUSING
VOTE 8

REPORT OF THE ACCOUNTING OFFICER
for the year ended 31 March 2008

Additional Allocation

Compensation: Community Development Workers R   10 000 000

Total R   10 000 000

Grand Total R   28 046 000

Budget Reconciliation

2007/08 2006/07

R'000 R'000

Main appropriation 778,028 718,062

Plus: Adjustment estimate 28,046 27,808

Rollover from previous year 18,046 11,255

Additional allocation 10,000 16,553

Sub -Total 806,074 745,870

Less: Total expenditure 695 880 722,488

Authorised programme (695 757) (722,179)

Authorised losses (123) (309)

Surplus per appropriation account 110 194 23,382

Less: Roll over/carried forward (98,729) (21,533)

Under spending 11 465 1,849

The amount requested to be rolled over to the 2008/09 financial year was made up as follows:

Description Amount

R'000

Integrated Housing and Human Settlement Grant 80,348

Incomplete Houses 16,881

Bucket Eradication Project 1,500

Total 98,729

The department's main under spending is on the integrated housing and human settlements grant

and the reasons thereof vary from capacity by contractors to management of housing issues in

municipalities and availability of land.
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Virement

An amount of R9, 124 million was effected as a virement from programme 2: Housing, which

was allocated as follows:

Programme 1: Administration - R1, 224 million

The MEC for Local Government and Housing is the champion for the 2010 FIFA world cup in

the province, and in partnership with the Department of Sport, Arts and Culture his main role is

to promote the culture of sports in the province including indigenous games. As a result the said

amount was used for that purpose.

Programme 3: Local Government - R7, 900 million

One of the main objectives of the Department of Local Government and Housing is to monitor

and build capacity in municipalities. In the financial year under review, a number of small

municipalities experienced financial problems to an extent that they were unable to meet their

financial commitments and as a result the department provided financial intervention leading

to an increase in the allocated budget to municipalities to cater for these unforeseen

circumstances.

2. Services rendered by the department

2.1 Service rendered by the department has been discussed on page 18 to page 88 of the annual

report.

2.2 Tariff Policy

The only services rendered by the department where the tariffs are charged are for rezoning

and removal of restrictions. A tariff policy regarding the fees payable has been developed and

implemented and it is in terms of the following three sets of Legislation:

• Removal of Restrictions Act, 1967 (Act No. 84 of 1967)

• Townships Ordinance, 1969 (Ordinance No. 9 of 1969)

• Development Facilitation Act, 1995 (Act No. 67 of 1995)

Together with any application received in regard to the above-mentioned legislation, an

application fee of R2 000 was charged together with an undertaking to pay any cost exceeding

R2 000 when the advertisement was placed in a newspaper. This action resulted in various

problems and to eliminate them the application fee has been increased to R5 000 irrespective

of whether the expenditure exceeds this amount or not.

2.3 Free Service

The department is currently not rendering any free services that could yield significant revenue

should a tariff be charged.

DEPARTMENT OF LOCAL GOVERNMENT AND HOUSING
VOTE 8

REPORT OF THE ACCOUNTING OFFICER
for the year ended 31 March 2008
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2.4 Inventories

The department does not keep inventories in stores, it only acquires that as when necessary,

as a results there are no inventories in stores at the end of the financial year.

3. Capacity Constraints

The department is mainly faced with capacity constraints in the area of technical skill (e.g.

engineers) and project management. Bursaries have been awarded to students in these fields

of studies with the intention of absorbing them into the system after graduating.

Currently, this capacity constraint contributed to slow service delivery especially with regard to

housing.

4. Utilisation of donor funds

For the reporting period the department received donor funds from two different sources:

4.1 Foreign Aid: Flemish Government

A total amount of R659 000 for training in the field of local governance, and the establishment of

a one-stop centre for assistance and support to municipalities is still available. This amount will

be used by end of August 2008 as the project is anticipated to be finalised then.

4.2 Local Aid: Development Bank of Southern Africa

An amount of R507 000 is available after the department has performed a capacity-building

impact assessment, performance review and municipal profiling and will be used in the next

financial year.

5. Other organisations to whom transfer payments have been made

The main functions performed by the department are:

a) Support, strengthen and ensure sustainable and developmental Local Government and

Traditional Authorities

b) Facilitate and co-ordinate integrated housing and infrastructure development.

s a result of the main functions of the department, transfer payments are made to the following

organisations:

a) District Municipalities

b) Local Municipalities

c) Universities

d) House of Traditional Leaders

e) Tribal Councils

f) Sport Academy of the Free State

DEPARTMENT OF LOCAL GOVERNMENT AND HOUSING
VOTE 8

REPORT OF THE ACCOUNTING OFFICER
for the year ended 31 March 2008
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DEPARTMENT OF LOCAL GOVERNMENT AND HOUSING
VOTE 8

REPORT OF THE ACCOUNTING OFFICER
for the year ended 31 March 2008

Accountability arrangements

A framework for the utilisation of funds and conditions for payments had been set, and are

monitored during the payment process. Funds are gazetted and transferred in terms of these

the conditions as mentioned in the gazette. In regard to project related transfers, the actual

transfers are only made when actual worked had been completed at the receiving institution.

6. Corporate governance arrangements

6.1 Risk Management Approach

The department has an established risk management committee. The department has also

managed to establish risk management unit, and appointed a risk manager. The charter has

also been developed and approved by the Head of Department. The risk management strategy

and implementation plan still in draft and will be approved and implemented in the financial

year 2008/09.

The BARNOWL risk management model has been installed and will be used to conduct risk

assessment in the department.

6.2 Fraud Prevention Policies

The fraud prevention policy and plan has been approved and implemented. The policy and

plan have been popularized in the department by means of the workshop awareness.

6.3 Effectiveness of Internal Audit and Audit Committee

The Internal Audit Unit and Audit Committee were established as required to enhance good

governance in the department. Following the establishment and appointment of the committee

members and appointment of the Chief Internal Auditor, relevant guiding documents such as

the Audit Committee and Internal Audit Charters were compiled and approved.

Due to the capacity constraints in the internal audit unit, the unit did not function effectively and

as a result; the Auditor General could not place reliance on the work of the internal audit. The

situation has since been improved as the unit has been fully capacitated and it will be

functioning properly. Despite the ineffectiveness of the internal audit, the audit committee has

been functioning properly and two meeting and training has been held.

The internal audit unit report functionally to the audit committee and administratively to the

Accounting Officer.

6.4 Management processes to minimize conflict of interest, implementation of a code of

conduct and safety, health and environment issues.
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All senior management service members have at the beginning of the financial year completed

the financial disclosure forms that seek to deal with conflict of interest, after which copies were

presented to Public Service Commission. Furthermore, there is a process in place for the

members of the Bid Adjudication Committee Members to declare interest before the meeting

continues for each sitting.

All employees in the department have been trained on the code of conduct including the

Community Development Workers. For new employees training is arranged on an adhoc

basis.

The department has appointed a committee on OHS, and the committee is fully functional. The

members of the committee are the representative of directorates and chief directorate and

appointed in writing by the Head of department. All members have received relevant training

and a further ongoing improvement training programme is in place.

7. Discontinued activities / activities to be discontinued

The department did not discontinue any activity and is not foreseeing to discontinue any

activity in the near future.

8. New / proposed activities

The department is not proposing any new activities.

9. Asset Management

The department had implemented the BAUD asset system in 2003 that allocate a unique

number to each asset. All assets purchased unit 31 March 2008 had been taken up in this asset

register. The system is meeting all the minimum requirements for an asset register.

10. Events after the reporting date

No events after the reporting date can be reported.

11. Performance information

Quarterly monitoring reports in terms of the Strategic Plan and Operational Plan of the

Department are compiled to monitor and evaluate progress against set objectives.

12. Entities

The following two entities are currently being managed by the Department Local Government

and Housing:

12.1 Housing Fund: The management of 215 rental housing units in the Free State.

12.2 Small Holdings Trust Funds: The management of a Trust Fund in regard to 33 plots for which

funds were deposited at the Corporation of Public Deposits.
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Financial Statements are compiled for each fund separately and separate Auditor General
Reports are issued for each fund.

13. Provincial Public Accounts Committee resolutions

Resolution Number Subject Progress on Findings

46/2007 Irregular Expenditure R77 million  advance payment to

contractors has to date been

cleared, no amount is outstanding.

R47 million  paid to private company

the R11, 6 million was remaining at

the end of the financial year and has

been dealt with during 2007/08

financial year.

R1 million paid to government

garage for vehicles all vehicles

have been delivered in the 2007/08

financial year.

14. Prior modification to audit reports

After the finalization of the audit by Auditor General, the department developed a plan to

address issues as raised in both the management letter and the audit report. The plan allocates

responsibilities with specified deadlines, to different officials. It further spells out clearly what

needs to be done or put in place to resolve these issues.

15. Approval

The annual financial statements set out on pages 107 to 152 have been approved by the

Accounting Officer.

……………………………

MR KOPUNG F RALIKONTSANE

ACCOUNTING OFFICER

LOCAL GOVERNMENT AND HOUSING

DATE:……………………..
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REPORT OF THE AUDITOR-GENERAL TO THE FREE STATE LEGISLATURE ON THE

FINANCIAL STATEMENTS AND PERFORMANCE INFORMATION OF VOTE 8: DEPARTMENT OF

LOCAL GOVERNMENT AND HOUSING FOR THE YEAR ENDED 31 MARCH 2008

Introduction

1. I have audited the accompanying financial statements of the Department of

Local Government and Housing which comprise the appropriation statement, statement of

financial position as at 31 March 2008, statement of financial performance, statement of

changes in net assets and cash flow statement for the year then ended, and a summary of

significant accounting policies and other explanatory notes as set out on page 107 to 152.

Responsibility of the accounting officer for the financial statements

2. The accounting officer is responsible for the preparation and fair presentation of these financial

statements in accordance with the modified cash basis of accounting determined by the

National Treasury, as set out in accounting policy note 1.1 and in the manner required by the

Public Finance Management Act, 1999 (Act No. 1 of 1999) (PFMA) and the Division of Revenue

Act, 2007 (Act No. 1 of 2007) (DoRA). This responsibility includes:

designing, implementing and maintaining internal control relevant to the preparation and fair

presentation of financial statements that are free from material misstatement, whether due to

fraud or error

selecting and applying appropriate accounting policies

making accounting estimates that are reasonable in the circumstances.

Responsibility of the Auditor-General

3. As required by section 188 of the Constitution of the Republic of South Africa, 1996 read with

section 4 of the Public Audit Act, 2004 (Act No. 25 of 2004) (PAA), my responsibility is to

express an opinion on these financial statements based on my audit.

4. I conducted my audit in accordance with the International Standards on Auditing and General

Notice 616 of 2008, issued in Government Gazette No. 31057 of 15 May 2008. Those

standards require that I comply with ethical requirements and plan and perform the audit to

obtain reasonable assurance on whether the financial statements are free from material

misstatement.

5. An audit involves performing procedures to obtain audit evidence about the amounts and
disclosures in the financial statements. The procedures selected depend on the auditor's
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judgment, including the assessment of the risks of material misstatement of the financial
statements, whether due to fraud or error. In making those risk assessments, the auditor
considers internal control relevant to the entity's preparation and fair presentation of the
financial statements in order to design audit procedures that are appropriate in the
circumstances, but not for the purpose of expressing an opinion on the effectiveness of the
entity's internal control.

6. An audit also includes evaluating the:
• appropriateness of accounting policies used
• reasonableness of accounting estimates made by management
• overall presentation of the financial statements.

7. I believe that the audit evidence I have obtained is sufficient and appropriate to provide a basis
for my audit opinion.

Basis of accounting

8. The department's policy is to prepare financial statements on the modified cash basis of
accounting determined by the National Treasury, as set out in accounting policy note 1.1.

Opinion

9. In my opinion the financial statements present fairly, in all material respects, the financial
position of the Department of Local Government and Housing as at 31 March 2008 and its
financial performance and cash flows for the year then ended, in accordance with the modified
cash basis of accounting determined by the National Treasury, as set out in accounting policy
note 1.1 and in the manner required by the PFMA and DoRA.

EMPHASIS OF MATTER

Without qualifying my audit opinion, I draw attention to the following matter:

Material under spending of the budget.

10. As disclosed in the appropriation statement, the department has under spent the allocated
funds for the financial year under review by a total amount of R110,1 million, with the main
under spending being in respect of the integrated housing and human settlement grant.

OTHER MATTERS

I draw attention to the following matters that relate to my responsibilities in the audit of the
financial statements:

Non-compliance with applicable legislation
Treasury Regulations

11. Payments to suppliers were not always made within 30 days as required by Treasury
Regulation 8.2.3.
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Matters of governance

12. The PFMA tasks the accounting officer with a number of responsibilities concerning financial
and risk management and internal control. Fundamental to achieving this is the
implementation of certain key governance responsibilities, which I have assessed as follows:

Matter of governance Yes No

Audit committee

The department had an audit committee in operation throughout the X

financial year.

The audit committee operates in accordance with approved, written X

terms of reference.

The audit committee substantially fulfilled its responsibilities for the year, X

as set out in section 77 of the PFMA and Treasury Regulation 3.1.10.

Internal audit

The department had an internal audit function in operation throughout X

the financial year.

The internal audit function operates in terms of an approved internal . X

audit plan

The internal audit function substantially fulfilled its responsibilities for the year, X

as set out in Treasury Regulation 3.2.

Other matters of governance

The annual financial statements were submitted for audit as per the

Legislated deadlines (section 40 of the PFMA). X

The financial statements submitted for audit were not subject to any material X

amendments resulting from the audit.

No significant difficulties were experienced during the audit concerning X

elays or the unavailability of expected information and/or the unavailability

of senior management.

The prior year's external audit recommendations have been substantially X

implemented.

PROPAC resolutions have been substantially implemented. X

Unaudited supplementary schedules

13. Annexure 1B: Statement of conditional grants paid to municipalities includes a column of
amounts spent by the municipality. I have not audited this amount and accordingly I do not
express an opinion thereon.

OTHER REPORTING RESPONSIBILITIES
REPORT ON PERFORMANCE INFORMATION

I have reviewed the performance information as set out on pages 18 to 88.
Responsibility of the accounting officer for the performance information

14. The accounting officer has additional responsibilities as required by section 40(3)(a) of the
PFMA to ensure that the annual report and audited financial statements fairly present the
performance against predetermined objectives of the department.
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Responsibility of the Auditor-General

15. I conducted my engagement in accordance with section 13 of the PAA read with General
Notice 616 of 2008, issued in Government Gazette No. 31057 of 15 May 2008.

16. In terms of the foregoing my engagement included performing procedures of an audit
nature to obtain sufficient appropriate evidence about the performance information and
related systems, processes and procedures. The procedures selected depend on the
auditor's judgement.

Audit findings (performance information)

17. I believe that the evidence I have obtained is sufficient and appropriate to report that no
significant findings have been identified as a result of my review.

OTHER REPORTS

Investigations

18. An investigation by the Special Investigations Unit into subsidies paid to individuals
employed within the national, provincial and local government spheres is currently
conducted.

Performance audits

19. A performance audit by the Auditor-General on the allocation of housing subsidies to
municipal employees and the administration of low-cost housing projects by the department
was conducted and a separate report will be issued for tabling in the Free State Legislature.

APPRECIATION

20. The assistance rendered by the staff of the department during the audit is sincerely
appreciated.

Bloemfontein

31 July 2008
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The Financial Statements have been prepared in accordance with the following policies, which

have been applied consistently in all material aspects, unless otherwise indicated. However,

where appropriate and meaningful, additional information has been disclosed to enhance the

usefulness of the Financial Statements and to comply with the statutory requirements of the

Public Finance Management Act, Act 1 of 1999 (as amended by Act 29 of 1999), and the

Treasury Regulations issued in terms of the Act and the Division of Revenue Act, Act 2 of 2006.

1. Presentation of the Financial Statements

1.1 Basis of preparation

The Financial Statements have been prepared on a modified cash basis of accounting, except

where stated otherwise. The modified cash basis constitutes the cash basis of accounting

supplemented with additional disclosure items. Under the cash basis of accounting

transactions and other events are recognised when cash is received or paid.

1.2 Presentation currency

All amounts have been presented in the currency of the South African Rand (R), which is also

the functional currency of the department.

1.3 Rounding

Unless otherwise stated all financial figures have been rounded to the nearest one thousand

Rand (R'000).

1.4 Comparative figures

Prior period comparative information has been presented in the current year's financial

statements.  Where necessary figures included in the prior period financial statements have

been reclassified to ensure that the format in which the information is presented is consistent

with the format of the current year's financial statements.

1.5 Comparative figures Appropriation Statement

A comparison between actual amounts and final appropriation per major classification of

expenditure is included in the appropriation statement.

2. Revenue

2.1 Appropriated funds

Appropriated funds are recognised in the financial records on the date the appropriation

becomes effective. Adjustments to the appropriated funds made in terms of the adjustments

budget process are recognised in the financial records on the date the adjustments become

effective.

Total appropriated funds are presented in the statement of financial performance.
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Unexpended appropriated funds are surrendered to the Provincial Revenue Fund. Amounts

owing to the Provincial Revenue Fund at the end of the financial year are recognised in the

statement of financial position.

2.2 Statutory Appropriation

Statutory appropriations are recognised in the financial records on the date the appropriation

becomes effective. Adjustments to the statutory appropriations made in terms of the

adjustments budget process are recognised in the financial records on the date the

adjustments become effective.

Total statutory appropriations are presented in the statement of financial performance.

Unexpended statutory appropriations are surrendered to the Provincial Revenue Fund.

Amounts owing to the Provincial Revenue Fund at the end of the financial year are recognised

in the statement of financial position.

2.3 Departmental revenue

All departmental revenue is paid into the Provincial Revenue Fund when received, unless

otherwise stated. Amounts owing to the Provincial Revenue Fund at the end of the financial

year are recognised in the statement of financial position.

Amounts receivable at the reporting date are disclosed in the disclosure notes to the annual

financial statements.

2.3.1 Tax revenue

Tax revenue consists of all compulsory unrequited amounts collected by the department in

accordance with laws and or regulations (excluding fines, penalties & forfeits).

Tax receipts are recognised in the statement of financial performance when received.

2.3.2 Sales of goods and services other than capital assets

The proceeds received from the sale of goods and/or the provision of services is recognised in

the Statement of Financial Performance when the cash is received.

2.3.3 Fines, penalties and forfeits

Fines, penalties & forfeits are compulsory unrequited amounts, which were imposed by a court

or quasi-judicial body and collected by the department. Revenue arising from fines, penalties

and forfeits is recognised in the Statement of Financial Performance when the cash is

received.
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2.3.4 Interest, dividends and rent on land

Interest, dividends and rent on land is recognised in the statement of financial performance

when the cash is received.

2.3.5 Sale of capital assets

The proceeds received on sale of capital assets are recognised in the Statement of Financial

Performance when the cash is received.

2.3.6 Financial transactions in assets and liabilities

Repayments of loans and advances previously extended to employees and public

corporations for policy purposes are recognised as revenue in the Statement of Financial

Performance on receipt of the funds.

Cheques issued in previous accounting periods that expire before being banked are

recognised as revenue in the Statement of Financial Performance when the cheque becomes

stale. When the cheque is reissued the payment is made from Revenue.

Forex gains are recognised on payment of funds.

2.3.7 Transfers received (including gifts, donations and sponsorships)

All cash gifts, donations and sponsorships are paid into the Provincial Revenue Fund and

recorded as revenue in the Statement of Financial Performance when received. Amounts

receivable at the reporting date are disclosed in the disclosure notes to the financial

statements.

All in-kind gifts, donations and sponsorships are disclosed at fair value in an annexure to the

financial statements.

2.4 Direct Exchequer receipts

All direct exchequer fund receipts are recognised in the Statement of Financial Performance

when the cash is received.

2.5 Local and foreign aid assistance

Local and foreign aid assistance is recognised as revenue when notification of the assistance

is received from the National Treasury or when the department directly receives the cash from

the donor(s).

All in-kind local and foreign aid assistance are disclosed at fair value in the annexures to the

annual financial statements

The cash payments made during the year relating to local and foreign aid assistance projects

are recognised as expenditure in the Statement of Financial Performance. The value of the

assistance expensed prior to the receipt of the funds is recognized as a receivable in the

statement of financial position
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Inappropriately expensed amounts using local and foreign aid assistance and any unutilised

amounts are recognised as payables in the statement of financial position.

2.6 CARA Fund assistance

All CARA funds received must be recorded as revenue when funds are received. The cash

payments made during the year relating to CARA earmarked projects are recognised as

current or capital expenditure in the statement of financial performance.

Any unspent CARA funds are transferred to Retained Funds as these funds do not need to be

surrendered to the National Revenue Fund.

3. Expenditure

3.1 Compensation of employees

3.1.1 Short-term employee benefits

Salaries and wages comprise payments to employees (including leave entitlements,

thirteenth cheques and performance bonuses). Salaries and wages are recognised as an

expense in the Statement of Financial Performance when final authorisation for payment is

effected on the system (by no later than 31 March of each year).

All other payments are classified as current expense.

Short-term employee benefits that give rise to a present legal or constructive obligation are

disclosed in the disclosure notes to the financial statements. These amounts are not

recognised in the Statement of Financial Performance or Position.

3.1.2 Post retirement benefits

The department provides retirement benefits (pension benefits) for certain of its employees

through a defined benefit plan for government employees. These benefits are funded by both

employer and employee contributions.

Employer contributions (i.e. social contributions) to the fund are expensed when the final

authorisation for payment to the fund is effected on the system (by no later than 31 March of

each year). No provision is made for retirement benefits in the financial statements of the

department. Any potential liabilities are disclosed in the financial statements of the

National/Provincial Revenue Fund and not in the financial statements of the employer

department.

The department provides medical benefits for certain of its employees. Employer
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contributions to the medical funds are expensed when final authorisation for payment to the

fund is effected on the system (by no later than 31 March of each year).

3.1.3 Termination benefits

Termination benefits such as severance packages are recognised as an expense in the

Statement of Financial Performance as a transfer (to households) when the final authorisation

for payment is effected on the system (by no later than 31 March of each year).

3.1.4 Other long-term employee benefits

Other long-term employee benefits (such as capped leave) are recognised as an expense in

the Statement of Financial Performance as a transfer (to households) when the final

authorisation for payment is effected on the system (by no later than 31 March of each year).

Long-term employee benefits that give rise to a present legal or constructive obligation are

disclosed in the disclosure notes to the financial statements. These amounts are not

recognised in the Statement of Financial Performance or Position.

3.2 Goods and services

Payments made for goods and/or services are recognised as an expense in the Statement of

Financial Performance when the final authorisation for payment is effected on the system (by

no later than 31 March of each year). The expense is classified as capital if the goods and

services were used for a capital project or an asset of R5000 or more is purchased. All assets

costing less than R5000 will also be reflected under goods and services.

3.3 Interest and rent on land

Interest and rental payments are recognised as an expense in the Statement of Financial

Performance when the final authorisation for payment is effected on the system (by no later

than 31 March of each year). This item excludes rental for the use of buildings or other fixed

structures.  If it is not possible to distinguish between payment for the use of land and the fixed

structures on it, the whole amount should be recorded under goods and services.

3.4 Financial transactions in assets and liabilities

Debts are written off when identified as irrecoverable. Debts written-off are limited to the

amount of savings and/or underspending of appropriated funds. The write off occurs at year-

end or when funds are available. No provision is made for irrecoverable amounts but amounts

are disclosed as a disclosure note.

Forex losses are recognised on payment of funds.

All are recognised when authorisation has been granted for the recognitionother losses

thereof.
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3.5      Unauthorised expenditure

When discovered unauthorised expenditure is recognised as an asset in the statement of
financial position until such time as the expenditure is either approved by the relevant
authority, recovered from the responsible person or written off as irrecoverable in the
Statement of Financial Performance.

Unauthorised expenditure approved with funding is recognised in the Statement of Financial
Performance when the unauthorised expenditure is approved and the related funds are
received.  Where the amount is approved without funding it is recognised as expenditure,
subject to availability of savings, in the Statement of Financial Performance on the date of
approval.

3.6 Fruitless and wasteful expenditure

Fruitless and wasteful expenditure is recognised as an asset in the statement of financial
position until such time as the expenditure is recovered from the responsible person or
written off as irrecoverable in the Statement of Financial Performance.

3.7 Irregular expenditure

Irregular expenditure is recognised as expenditure in the Statement of Financial
Performance.  If the relevant authority does not condone the expenditure it is treated as an
asset until it is recovered or written off as irrecoverable.

3.8 Transfers and subsidies

Transfers and subsidies are recognised as an expense when the final authorisation for
payment is effected on the system (by no later than 31 March of each year).

3.9      Expenditure for capital assets

Payments made for capital assets are recognised as an expense in the Statement of
Financial Performance when the final authorisation for payment is effected on the system (by
no later than 31 March of each year).

4. Assets

4.1 Cash and cash equivalents

Cash and cash equivalents are carried in the statement of financial position at cost.

For the purposes of the cash flow statement, cash and cash equivalents comprise cash on
hand, deposits held, other short-term highly liquid investments and bank overdrafts.

4.2 Other financial assets

Other financial assets are carried in the Statement of Financial Position at cost.

4.3 Prepayments and advances

Amounts prepaid or advanced are recognised in the statement of financial position when the
payments are made.
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Pre-payments and advances outstanding at the end of the year are carried in the statement of
financial position at cost.

4.4 Receivables

Receivables included in the statement of financial position arise from cash payments made
that are recoverable from another party.

Receivables outstanding at year-end are carried in the statement of financial position at cost.

4.5 Investments

Capitalised investments are shown at cost in the statement of financial position. Any cash
flows such as dividends received or proceeds from the sale of the investment are recognised in
the statement of financial performance when the cash is received.

Investments are tested for an impairment loss whenever events or changes in circumstances
indicate that the investment may be impaired. Any loss is included in the disclosure notes.

4.6 Loans

Loans are recognised in the statement of financial position at the nominal amount when cash is
paid to the beneficiary.  Loan lances are reduced when cash repayments are received from the
beneficiary. Amounts that are potentially irrecoverable are included in the disclosure notes.

Loans that are outstanding at year-end are carried in the statement of financial position at cost.

4.7 Inventory

Inventories purchased during the financial year are disclosed at cost in the notes.

4.8 Capital assets

A capital asset is recorded on receipt of the item at cost.  Cost of an asset is defined as the total
cost of acquisition. Where the cost cannot be determined accurately, the capital asset should
be stated at fair value. Where fair value cannot be determined, the capital asset is included in
the asset register at R1.

Projects (of construction/development) running over more than one financial year relating to
assets, are only capitalised as assets on completion of the project and at the total cost incurred
over the duration of the project.

Disclosure Notes 24 and 25 reflect the total movement in the asset register for the current
financial year.

5. Liabilities

5.1 Voted funds to be surrendered to the Revenue Fund

Unexpended appropriated funds are surrendered to the Provincial Revenue Fund. Amounts
owing to the Provincial Revenue Fund at the end of the financial year are recognised in the
Statement of Financial Position
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5.2 Departmental revenue to be surrendered to the Revenue Fund

Amounts owing to the Provincial Revenue Fund at the end of the financial year are recognised
in the statement of financial position at cost.

5.3 Bank overdraft

The bank overdraft is carried in the statement of position at cost.

5.4 Payables

Recognised payables mainly comprise of amounts owing to other governmental entities.
These payables are recognised at historical cost in the statement of financial position.

5.5 Contingent liabilities

Contingent liabilities are included in the disclosure notes.

5.6 Commitments

Commitments are not recognised in the statement of financial position as a liability or as
expenditure in the statement of financial performance but are included in the disclosure notes.

5.7 Accruals

Accruals are not recognised in the statement of financial position as a liability or as expenditure
in the statement of financial performance but are included in the disclosure notes.

5.8 Employee benefits

Short-term employee benefits that give rise to a present legal or constructive obligation are
disclosed in the disclosure notes to the financial statements. These amounts are not
recognised in the statement of financial performance or the statement of financial position.

5.9 Lease commitments

Lease commitments are not recognised in the statement of financial position as a liability or as
expenditure in the statement of financial performance but are included in the disclosure notes.

Operating and finance lease commitments are expensed when the payments are made.
Assets acquired in terms of finance lease agreements are disclosed in the annexures and
disclosure notes to the financial statements.

6. Receivables for departmental revenue

Receivables for departmental revenue are disclosed in the disclosure notes to the annual
financial statements.

7. Net Assets

7.1 Capitalisation reserve

The capitalisation reserve comprises of financial assets and/or liabilities originating in a prior
reporting period but which are recognised in the statement of financial position for the first time
in the current reporting period. Amounts are transferred to the Provincial Revenue Fund on
disposal, repayment or recovery of such amounts.
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7.2 Recoverable revenue

Amounts are recognised as recoverable revenue when a payment made in a previous financial
year becomes recoverable from a debtor in the current financial year.

8. Related party transactions

Specific information with regards to related party transactions is included in the disclosure
notes.

9. Key management personnel

Compensation paid to key management personnel including their family members where
relevant, is included in the disclosure notes.

10. Public private partnerships (PPP)

A description of the PPP arrangement, the contract fees and current and capital expenditure
relating to the PPP arrangement is included in the disclosure notes.
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