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Introduction:

This report serves to indicate progress, to the Standing Committee on Public Accounts (SCOPA), on negotiation between KWANALOGA and SALGA, as mandated by the meeting of SCOPA on the 13th of April 2010. The report highlights outcomes of various meetings of the technical teams, from both parties, facilitated by the Department of Cooperative Governance and Traditional affairs. The teams were led by Mr Tozi Faba, the Deputy Director-General for Corporate Service, as an independent person agreed to by both parties. The report further outlines agreements that were reached in the interim and the process for dealing with outstanding issues.

Background:

The SCOPA, on the 13th of April, considered the report of the Auditor-General on the audit outcomes for SALGA for the 08/09 financial year. The AG expressed a disclaimer audit opinion caused, in the main, by SALGA's inability to account for transactions of its KZN provincial office (KWANALOGA) after the latter withdrew from the unification agreement between the two. KWANALOGA has, since its withdrawal, appointed the services of KPMG for the preparation of its 08/09 financial statements to be submitted to the AG for audit purposes. In light of this, the committee gave both parties eight weeks to resolve the matter and tasked the Deputy Minister for CoGTA to oversee talks between the parties with a specific view to:

	Ensure that SALGA and KWANALOGA account for the public funds they collect from municipalities.


	KWANALOGA to cooperate with SALGA by allowing the AG access to its financial records and thereby ensuring that SALGA is able to close off its books for the financial period ending 08/09 respectively.


The committee also requested the Deputy Minister (DM) to assist the parties to resolve their disputes over unification as part of an overall strategy to avoid future disclaimer audit opinion.

The DM's office, in cooperation with the MEC of KZN, subsequently facilitated various meetings and some progress has been made in getting the parties to work towards the finalization of the 08/09 financial year audit and the process towards the integration of KWANALOGA into SALGA. As outlined below SALGA and KWANALOGA have agreed, in principle, to fully integrate in line with the decisions of the SALGA NEC. With regard to the outstanding Audit queries, the parties have agreed on the process for exchanging information required by both sides to complete reports to the AG.

Progress Summary:

SALGA NMA:

The SALGA National Members Assembly met on the 11th to 12th May and passed the following resolution on KWANALOGA:

NOTING the adverse audit opinion from the Auditor General as a direct result of the unilateral withdrawal of SALGA KZN from the Unitary Structure and reconstituting itself as KWANALOGA.

Therefore RESOLVE that KWANALOGA must be re-integrated into the Unitary Structure both politically and administratively with immediate effect.

Meeting with DM, MEC and KWANALOGA, 19th May:

The DM and the MEC coordinated a meeting with KWANALOGA, on the 19th May, in eThekwini to receive a progress report on work that has been done towards reunification. KWANALOGA reported that:

1. It met the AG's office and reached an agreement to allow the AG Access to its accounts.

2. It agrees to use its own Constitution until the 2011 elections, while working on integration process.

3. A team has been established to work together with the SALGA counterparts to resolve the outstanding issues on audit processes, integration, direct membership of municipalities to SALGA and its current programs. SALGA was still to forward the names of its task team members to KWANALOGA.

The meeting resolved that the DM would facilitate a meeting between the two parties on the 21st May 2010 and would develop an interim report, to SCOPA, by the 26th May, on the progress made.

Meeting of the Technical Team, 21st May 2010:

The technical team met as agreed at the meeting of the 19th May in Ethekwini. This meeting discussed, amongst others the following:

	the outstanding audit reports for 08/09 and its impact on the 09/10 reports;


	the integration process, administration, and logistical related issues


	the direct affiliation of municipalities into SALGA;


	KWANALOGA's business plans and provincial programs.


The meeting agreed that the issues relating to the Constitution, affiliation and programs were political in nature and would be dealt with by the full task-team consisting of both politicians and technocrats. The technical task team would, in the meanwhile, process audit related issues and to meet with the auditor-general to develop a framework for complying with the audit process. At the meeting it was agreed that the technical teams will develop individual proposals on how to deal with outstanding issues and will meet prior the meeting with the political principals to consolidate a joint report to guide the meeting.

The Chairperson of the Portfolio Committee of CoGTA, Mr Lechesa Tsenodi, was regularly kept informed of developments.

Meeting between Technical Team and Auditor-General, 24 May 2010:

A meeting between the parties and the AG was held on the 24 May 2010 and the following challenges regarding the completion of the Audit were discussed:

1. The organisations currently operate as two separate entities, in substance KWANALOGA currently enjoys the use of assets whereas, in legal form, the assets were transferred to SALGA in terms of the MOU, thus, conducting an audit of the organisations separately would lead to double counting as both list the same assets in their respective balance sheets.

2. Due to non agreement on separation, there is no clarity on the effective date of separation, however the date of opening of the KWANALOGA account was agreed to be the date of separation.

3. Kwanaloga has met with the provincial AG and agreed on the framework to use for the audit however the issue of effective date has still not been resolved.

4. SALGA's 09/10 Audit report depend ends on the information outstanding from the 08/09 financials.

5. For both parties to complete their financials they require opening balances and closing balance from each other in order to complete their books

Meeting interim resolution:

1. The parties agreed to exchange information required by each, which will result in SALGA KZN financial records being submitted to SALGA for incorporation into the SALGA financials for submission to the AG. (most of the documents have been submitted, Deadline by Friday noon

2. No decision has been reached on the effective date of separation as this will be determined by audit statements.

3. KWANALOGA will split its transaction between its operations under SALGA, hand these over to SALGA and will account separately for the transactions after the split.

4. The AG will proceed with the audit of the complete set of financials from SALGA once presented with financial statements.

5. The AG advised the parties that it is crucial to resolve legal issues surrounding the cancellation of the MOU in order to have clean audits.

Evaluation of Progress and Way forward:

1. Meaningful progress has been made on getting both organisations audited for the 08/09 and 09/10 audits.

2. Outstanding Information for audit purposes will be exchanged between SALGA and Kwanaloga by 28th May.

3. The technical teams will meet to finalise a report on the administrative issues of integration on 31 May.

4. The report of 31 May will be put to the SALGA and Kwanaloga political office bearers on 2 June.

5. The report will be submitted to Scopa on 4 June.

6. The broader issues of political integration will be taken further in mid-June and an interim report will be finalised by mid-August.

