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What is Municipal Finance?
• The Constitution creates local government as one of three levels in South Africa in order to provide services 

to residents in a particular geographic area.

• Theoretically, the provision of services is most efficient when decision-making is carried out by the level of 
government closest to the citizen.

• Local government should be “developmental” i.e. work towards a better life for all South Africans.

• To give effect to this principle, national government sets aside an “equitable share” of government revenue 
for provincial and local government.
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Legislative framework

Law Description

Local Government Municipal Finance Management 
Act 56 of 2003 (MFMA)

• Secures the sound and sustainable management of the financial affairs of municipalities.

• Aims to foster transparency by mandating budget and reporting requirements.

Division of Revenue Act (DORA) • Provides for an annual Act to determine the equitable division of nationally raised revenue between 
national, provincial and local government.

Local Government: Municipal Systems Act 32 of 
2000

• Provides a framework for planning, performance management systems, effective use of resources and 
organisational change.

• Establishes a system for municipalities to report on their performance.

• Requires municipalities to adopt Integrated Development Plans (IDPs) – five year strategic plans.

Local Government: Municipal Structures Act 117 of 
1998

• Provides for ward committees and their responsibilities.

• Ward committees serve a vital role in linking communities, ward councillors, and the municipality.

Local Government: Municipal Property Rates Act 6 
of 2004

• Regulates the power of a municipality to impose taxes.
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Important actors

•Audits and reports on the accounts, 
financial statements and financial 
management of all municipalities

•Listed public entity that serves to 
represent local government on 
intergovernmental forums, such 
as NCOP

•Empowered by the Constitution to 
determine the financial 
management framework of all 
state organs

•Oversees the budget

•Administers the MFMA

•Ensuring municipalities perform 
their basic responsibilities and 
functions

COGTA
National 
Treasury

Auditor-
General

SALGA
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Municipal Income
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Source: StatsSA, ‘An Update to Municipal Spending and Revenue (March 2020)’, accessible here.
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http://www.statssa.gov.za/?p=13503


Municipal Expenditure
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Source: StatsSA, ‘An Update to Municipal Spending and Revenue (March 2020)’, accessible here.
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The current state
• According to the Back to Basics programme, municipalities have to report on:

• Putting people and their concerns first

• Supporting the delivery of ,municipal services to the right quality and standard

• Promoting good governance, transparency and accountability

• Ensuring sound financial management and accounting; and

• Building institutional resilience and administrative capability

• Municipalities resemble businesses in some way:

• They provide services, charge for those services and do so as a monopoly

• The municipal annual report has an income statement, balance sheet and cashflow statement

• Municipalities can go bankrupt

• Operating surplus or deficit is a key indicator of financial health

• BUT: residents cannot easily change suppliers as customers do

• AND: they are part of the SA’s democratic system, and councillors are directly responsible to citizens

• Widespread failures in financial reporting and growing urbanisation, combined with the added stresses of the COVID-19 crisis, are putting increased pressure on 
municipalities
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Reporting on municipal finance
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Auditor-General 
Reports:

•Provide an assessment of 
municipalities’ compliance with 
financial reporting frameworks and 
statutory requirements.

•Go further than private sector audits 
by also assessing “the stewardship of 
public funds, implementation of 
government policies and compliance 
with key legislation.” 

•The AG does not set out to detect 
fraud, or to evaluate service delivery

National Treasury:

•Guidance about how best to achieve 
sound management.

•Produces the Budget Review, 
containing essential information about 
local government finances.

Integrated 
Development Plans:

•Important tools for municipal 
accountability and transparency.

•Also provide opportunities for 
residents and affected stakeholders to 
input into local governance.

Open Data 
Platforms:

•Vuleka Mali is SA’s centralised open 
budget data platform: 
https://vulekamali.gov.za/

•Municipal Money provides 
information specifically about 
municipalities: 
https://municipalmoney.gov.za/
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FURTHER READING

Visit elections.sanef.org.za 9



Suggested resources
• ARTICLE 19, ‘Acting on UN Human Rights Council Resolution 33/2 on the Safety of Journalists’ (2017) (accessible here).

• C. Silverman, ‘Verification handbook: The ultimate guideline on digital age sourcing for emergency coverage’, (undated) (accessible here).

• CPJ, ‘Safety kit for journalists covering the South African election,’ (2019) (accessible here).

• IEC, ‘Municipal elections handbook’, (2016) (accessible here).

• Media Monitoring Africa, ‘‘Disinformation and ‘fake news’ during elections: Proposals for the upcoming 2019 General Elections in South 
Africa’ (2018).

• Press Council, ‘Code of Conduct and Ethics for the South African Print and Online Media: Decoding the Code sentence by sentence’, (1 
January 2019) (accessible here).

• Press Council, ‘Guidance notes: A brief for journalists covering the elections’, (February 2019) (accessible here).

• UNESCO, ‘Journalism, ‘fake news’ and disinformation’: Handbook for journalism education and training’, (2018) (accessible here).

• Dullah Omar Institute, ‘Electing Councillors: A Guide to Municipal Elections,’ (2016) (accessible here).

• Municipalities.co.za, ‘The Local Government Handbook South Africa 2021,’ p 15 (accessible here).

• South African Cities Network, ‘State of City Finances 2020,’ (2020) (accessible here).

For more information and resources, please visit:

https://elections.sanef.org.za.  
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http://sanef.org.za/wp-content/uploads/2019/02/ARTICLE-19-Acting-on-UN-Human-Rights-Council-Resolution-33-2-on-the-Safety-of-Journalists-2017.pdf
http://sanef.org.za/wp-content/uploads/2019/02/Verification-handbook-The-ultimate-guideline-on-digital-age-sourcing-for-emergency-coverage.pdf
https://cpj.org/2019/02/south-africa-election-journalist-safety-kit.php
http://www.sanef.org.za/wp-content/uploads/2019/02/IEC-Municipal-elections-handbook-2016.pdf
http://sanef.org.za/wp-content/uploads/2019/02/Press-Ombusman-Decoding-the-Code-January-2019.pdf
http://sanef.org.za/wp-content/uploads/2019/02/Press-Council-Guidance-Note-Elections-Feburary-2019.pdf
http://sanef.org.za/wp-content/uploads/2019/02/UNESCO-Journalism-Fake-News-and-Disinformation-Handbook-for-Journalism-Education-and-Training-2018.pdf
https://www.cogta.gov.za/cgta_2016/wp-content/uploads/2016/07/Electing-Councillors-A-Guide-to-Municipal-Elections.pdf
https://municipalities.co.za/
https://www.sacities.net/wp-content/uploads/2021/03/SOCF-2020-Report.pdf
https://elections.sanef.org.za/

