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TREASURY CIRCULAR MUN 15-2009

THE MAYOR, CITY OF CAPE TOWN: MR D PLATO

THE MAYOR, WEST COAST DISTRICT: MRS H KITSHOFF

THE MAYOR, MATZIKAMA MUNICIPALITY: MR P BOK

THE MAYOR, CEDERBERG MUNICIPALITY: MS J MOUTON

THE MAYOR, BERGRIVIER MUNICIPALITY: MR S CLAASSEN

THE MAYOR, SALDANHA BAY MUNICIPALITY: MR J SKEI

THE MAYOR, SWARTLAND MUNICIPALITY: MR T VAN ESSEN

THE MAYOR, CAPE WINELANDS DISTRICT: MR B CHAABAN

THE MAYOR, WITZENBERG MUNICIPALITY: MR K CLASSEN

THE MAYOR, DRAKENSTEIN MUNICIPALITY: MS C MANUEL

THE MAYOR, STELLENBOSCH MUNICIPALITY: ALDERMAN PM SWARTZ
THE MAYOR, BREEDE VALLEY MUNICIPALITY: MR C NTSOMI

THE MAYOR, BREEDE RIVER/WINELANDS MUNICIPALITY: MR SJ NGONYAMA
THE MAYOR, OVERBERG DISTRICT: MS M GILLION

THE MAYOR, THEEWATERSKLOOF MUNICIPALITY: MR C PUNT

THE MAYOR, OVERSTRAND MUNICIPALITY: MR T BEYLEVELDT

THE MAYOR, CAPE AGULHAS MUNICIPALITY: MR R MITCHELL

THE MAYOR, SWELLENDAM MUNICIPALITY: MR J JANSEN

THE MAYOR, EDEN DISTRICT: MR J HARMSE (Acting)

THE MAYOR, KANNALAND MUNICIPALITY: MR N VALENTYN

THE MAYOR, HESSEQUA MUNICIPALITY: MR CP TAUTE

THE MAYOR, MOSSEL BAY MUNICIPALITY: ALDERMAN M FERREIRA
THE MAYOR, GEORGE MUNICIPALITY: MR BH DE SWART

THE MAYOR, OUDTSHOORN MUNICIPALITY: MS D DE JAGER

THE MAYOR, BITOU MUNICIPALITY: MR LL MVIMBI

THE MAYOR, KNYSNA MUNICIPALITY: MS E BOUW-SPIES

THE MAYOR, CENTRAL KAROO DISTRICT: MR T PRINCE

THE MAYOR, LAINGSBURG MUNICIPALITY: MS R MEYER

THE MAYOR, PRINCE ALBERT MUNICIPALITY: MS M BENJAMIN

THE MAYOR, BEAUFORT WEST MUNICIPALITY: MS J JONAS

THE MUNICIPAL MANAGER, CITY OF CAPE TOWN: MR A EBRAHIM

THE MUNICIPAL MANAGER, WEST COAST DISTRICT: MR WP RABBETS

THE MUNICIPAL MANAGER, MATZIKAMA MUNICIPALITY: MR DG O’NEILL

THE MUNICIPAL MANAGER, CEDERBERG MUNICIPALITY: MR G MATHYSE

THE MUNICIPAL MANAGER, BERGRIVIER MUNICIPALITY: MS C LE ROUX

THE MUNICIPAL MANAGER, SALDANHA BAY MUNICIPALITY: MR D DANIELS (Acting)
THE MUNICIPAL MANAGER, SWARTLAND MUNICIPALITY: MR J SCHOLTZ

THE MUNICIPAL MANAGER, CAPE WINELANDS DISTRICT: MR M MGAJO

THE MUNICIPAL MANAGER, WITZENBERG MUNICIPALITY: MR D NASSON

THE MUNICIPAL MANAGER, DRAKENSTEIN MUNICIPALITY: DR S KABANYANE

THE MUNICIPAL MANAGER, STELLENBOSCH MUNICIPALITY: MR | KENNEDE

THE MUNICIPAL MANAGER, BREEDE VALLEY MUNICIPALITY: MR A PAULSE

THE MUNICIPAL MANAGER, BREEDE RIVER/WINELANDS: MR SA MOKWENI

THE MUNICIPAL MANAGER, OVERBERG DISTRICT: MR GW HERMANUS (Acting)
THE MUNICIPAL MANAGER, THEEWATERSKLOOF MUNICIPALITY: MR HD WALLACE
THE MUNICIPAL MANAGER, OVERSTRAND MUNICIPALITY: ADV W ZYBRANDT

THE MUNICIPAL MANAGER, CAPE AGULHAS MUNICIPALITY: MR R STEPHENS

THE MUNICIPAL MANAGER, SWELLENDAM MUNICIPALITY: MR WF HENDRICKS
THE MUNICIPAL MANAGER, EDEN DISTRICT: MR G LOUW

THE MUNICIPAL MANAGER, KANNALAND MUNICIPALITY: MR KR DE LANGE

THE MUNICIPAL MANAGER, HESSEQUA MUNICIPALITY: MR J JACOBS

THE MUNICIPAL MANAGER, MOSSEL BAY MUNICIPALITY: DR C DU PLESSIS (Acting)
THE MUNICIPAL MANAGER, GEORGE MUNICIPALITY: MR CM AFRICA

THE MUNICIPAL MANAGER, OUDTSHOORN MUNICIPALITY: MRS MRT GUTAS

THE MUNICIPAL MANAGER, BITOU MUNICIPALITY: MR L NGOQO

THE MUNICIPAL MANAGER, KNYSNA MUNICIPALITY: MR J DOUGLAS

THE MUNICIPAL MANAGER, CENTRAL KAROO DISTRICT: MR S JOOSTE

THE MUNICIPAL MANAGER, LAINGSBURG MUNICIPALITY: MR P WILLIAMS

THE MUNICIPAL MANAGER, PRINCE ALBERT MUNICIPALITY: MR D ROSSOUW

THE MUNICIPAL MANAGER, BEAUFORT WEST MUNICIPALITY: MR J BOOYSEN
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THE CHIEF FINANCIAL OFFICER, CITY OF CAPE TOWN: MR M RICHARDSON

THE CHIEF FINANCIAL OFFICER, WEST COAST DISTRICT: MR J KOEKEMOER

THE CHIEF FINANCIAL OFFICER, MATZIKAMA MUNICIPALITY: MR LJ BRUWER

THE CHIEF FINANCIAL OFFICER, CEDERBERG MUNICIPALITY: MR F LOTTER

THE CHIEF FINANCIAL OFFICER, BERGRIVIER MUNICIPALITY: MR JA VAN NIEKERK
THE CHIEF FINANCIAL OFFICER, SALDANHA BAY MUNICIPALITY: MR J LUUS

THE CHIEF FINANCIAL OFFICER, SWARTLAND MUNICIPALITY: MR K COOPER

THE CHIEF FINANCIAL OFFICER, CAPE WINELANDS DISTRICT: MR JG MARAIS

THE CHIEF FINANCIAL OFFICER, WITZENBERG MUNICIPALITY: MR R ESAU

THE CHIEF FINANCIAL OFFICER, DRAKENSTEIN MUNICIPALITY: MR CM PETERSEN
THE CHIEF FINANCIAL OFFICER, STELLENBOSCH MUNICIPALITY: MR M BOLTON
THE CHIEF FINANCIAL OFFICER, BREEDE VALLEY MUNICIPALITY: MR D McTHOMAS
THE CHIEF FINANCIAL OFFICER, BREEDE RIVER/WINELANDS: MR CF HOFFMANN
THE CHIEF FINANCIAL OFFICER, OVERBERG DISTRICT: VACANT

THE CHIEF FINANCIAL OFFICER, THEEWATERSKLOOF MUNICIPALITY: MR S JACOBS
THE CHIEF FINANCIAL OFFICER, OVERSTRAND MUNICIPALITY: MR H KLEINLOOG
THE CHIEF FINANCIAL OFFICER, CAPE AGULHAS MUNICIPALITY: MR H SCHLEBUSCH
THE CHIEF FINANCIAL OFFICER, SWELLENDAM MUNICIPALITY: MR NB DELO

THE CHIEF FINANCIAL OFFICER, EDEN DISTRICT: MR J STANDER (Acting)

THE CHIEF FINANCIAL OFFICER, KANNALAND MUNICIPALITY: MR BT LALOR

THE CHIEF FINANCIAL OFFICER, HESSEQUA MUNICIPALITY: MS HJ VILJOEN

THE CHIEF FINANCIAL OFFICER, MOSSEL BAY MUNICIPALITY: MR HF BOTHA

THE CHIEF FINANCIAL OFFICER, GEORGE MUNICIPALITY: MR LH FOURIE

THE CHIEF FINANCIAL OFFICER, OUDTSHOORN MUNICIPALITY: MR T MATHYSEN (Acting)
THE CHIEF FINANCIAL OFFICER, BITOU MUNICIPALITY: MR D LOTT

THE CHIEF FINANCIAL OFFICER, KNYSNA MUNICIPALITY: MR G EASTON

THE CHIEF FINANCIAL OFFICER, CENTRAL KAROO DISTRICT: MR CJ KYMDELL

THE CHIEF FINANCIAL OFFICER, LAINGSBURG MUNICIPALITY: MS A GROENEWALD
THE CHIEF FINANCIAL OFFICER, PRINCE ALBERT MUNICIPALITY: MR J VAN DER WESTHUIZEN
THE CHIEF FINANCIAL OFFICER, BEAUFORT WEST MUNICIPALITY: MR D LOUW

THE HEAD OFFICIAL: PROVINCIAL TREASURY (DR JC STEGMANN)

THE HEAD:
THE HEAD:
THE HEAD:
THE HEAD:
THE HEAD:
THE HEAD:

BRANCH FISCAL AND ECONOMIC SERVICES (MR H MALILA)

BRANCH GOVERNANCE AND ASSET MANAGEMENT (MR TC ARENDSE) (ACTING)
PUBLIC POLICY SERVICES (MR A PHILLIPS)

PUBLIC FINANCE (MR H MALILA) (PRO TEM)

FINANCIAL GOVERNANCE (MR A REDDY) (ACTING)

ASSET MANAGEMENT (MR TD PILLAY)

THE CHIEF AUDIT EXECUTIVE (MS H ROBSON)
THE CHIEF FINANCIAL OFFICER (MR A GILDENHUYS)

THE SENIOR MANAGER:
THE SENIOR MANAGER:
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THE SENIOR MANAGER:
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THE SENIOR MANAGER:
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HUMAN RESOURCE MANAGEMENT (MS PG PIEDT)
ACCOUNTING SERVICES: PROVINCIAL GOVERNMENT (MR H DU TOIT) (ACTING)
ACCOUNTING SERVICES: LOCAL GOVERNMENT (MS N OLIPHANT)

CORPORATE GOVERNANCE (MR B VINK)

INTERNAL AUDIT: GOVERNANCE AND ADMINISTRATION CLUSTER (MS B CAIRNCROSS)
INTERNAL AUDIT: SOCIAL CLUSTER (MR M MALULEKA)

INTERNAL AUDIT: ECONOMIC CLUSTER (MR J RADEBE)

BUDGET MANAGEMENT: PROVINCIAL GOVERNMENT (MR PP PIENAAR) (ACTING)
BUDGET MANAGEMENT: LOCAL GOVERNMENT (MR L HARTLE) (ACTING)
PROVINCIAL GOVERNMENT FINANCE (MS A PICK)

LOCAL GOVERNMENT FINANCE (GROUP ONE) (MR G PAULSE)

LOCAL GOVERNMENT FINANCE (GROUP TWO) (MR M SIGABI)

PUBLIC FINANCE POLICY RESEARCH AND MODELLING (MS A PICK) (PRO TEM)
IMMOVEABLE ASSET MANAGEMENT (MR NB LANGENHOVEN)

MOVEABLE ASSET MANAGEMENT (MS N EBRAHIM)

SUPPORTING AND INTERLINKED FINANCIAL SYSTEMS (MR A BASTIAANSE)

THE HEAD: OFFICE OF THE MINISTRY (MS J DAVIDS)

THE PROVINCIAL AUDITOR
MASTER RECORDS OFFICIAL: FINANCIAL MANAGEMENT

THE HEAD OF DEPARTMENT: LOCAL GOVERNMENT AND HOUSING



INCREASED AUDIT TARIFFS OF THE AUDITOR- GENERAL SOUTH AFRICA (AGSA) WITH
EFFECT FROM 1 APRIL 2009

1. Purpose

1.1. To inform municipalities of the increased audit tariffs of the Auditor-General South Africa
with effect from 1 April 2009.

2. Background

2.1. Attached is the jointly signed communication from the Accountant-General, Mr Freeman
Nomvalo (National Treasury) and the Deputy Auditor-General, Mr K Makwethu (Auditor-

General South Africa).
2.2 The jointly signed communication gives a background, way-forward and the impact as to
the increase in the audit tariffs of the AGSA and the agreement between the National

Treasury and Auditor-General South Africa (AGSA).

2.3 Accompanying the jointly signed communication is the schedule (Appendix A) from Auditor-

General South Africa (AGSA), outlining the rates applicable as from 1 April 2009.

3. Enquiries

Any further enquiries in this regard may be directed to:

¢ Ms Micheline Fortuin: Mifortui@pgwc.gov.za - West Coast, Overberg & Central

Karoo Districts.

e Mr Thobelani Madondile: Tmadondi@pgwc.gov.za - Cape Winelands & Eden
Districts and Metro.

N. OLIP, T

SENI NAGER: LOCAL GOVERNMENT ACCOUNTING
DATE: 17 July 2009



national treasury

Department:
National Treasury
REPUBLIC OF SOUTH AFRICA

Ref: Freeman Nomvalo Tel: 012 315 5417 Fax: 012 315 5790

All Accounting Officers, Accounting Authorities, Municipal Managers, Chief Executive
Officers and Chief Financial Officers

INCREASED AUDIT TARIFFS OF THE AUDITOR-GENERAL SOUTH AFRICA
WITH EFFECT FROM 1 APRIL 2009

Introduction

This joint letter serves to set out the background and explanation for the increase in the
Auditor-General South Africa (AGSA) audit fees in terms of section 23(1) of the Public
Audit Act, 2004 (Act No. 25 of 2004) which become effective on 1 April 2009 after

consultation with the oversight mechanism and National Treasury.

The Auditor-General (AG) was requested in October 2007 by the Standing Committee
on the Auditor-General (SCoAG) to submit a proposal, which had the National Treasury
support, for the committee’s consideration detailing its preferred funding model which
would address its growing funding challenges and provide a sustainable solution for the

future.

The major reasons driving the need for a revised funding model were twofold: firstly,
fundamental deficiencies within the existing funding model, such as tariff increases
which have effectively been capped since April 2004 at 4% for an increasing percentage
of AGSA staff each year which has had the effect that costs have grown at a higher rate
than contributions per billable staff member, and the ceiling of a 3% operating surplus
and widely reported market-related vacancies resulting in increased contracting work;
and secondly, compounding factors which had the effect of exacerbating the model
deficiencies such as the introduction of new audit and accounting standards, increasing

audit scope and the introduction of the auditing of performance information.



The way forward

As the AGSA historically operates on a near breakeven financial model, a continuation
of the existing situation would clearly result in an inability to continue with normal
operations. The acceptance of this reality, coupled with three consecutive years of
reported deficits, the solution accepted by SCoAG and incorporated into the AGSA
revenue budget for 2009 -10 involved the removal of tariff caps, adjustment of standard
recoverable hours per band, determination of tariffs based on the adoption of a mark-up
factor applied to direct salary costs per band and salary interval and increasing the
allowable budgeted net surplus to 3.9%.

Impact

The impact of this change is that the tariffs have been increased across all bands by an
effective 35.1%. With salary CPI pegged at 15% at the time, this increase represents a
20.1% once-off increase to correct the tariff determination deficiencies which have been

in operation from 2004-05 financial year onwards.

In attempting to mitigate the impact of the substantial tariff increase the AG has
instructed audit management to endeavour to reduce the audit hours spent at each
auditee where possible by maximising audit efficiency without increasing the audit risk or
sacrificing quality. It is hoped that the savings in hours will to some extent off set the
audit fee cost to auditees.

The schedule of AGSA rates applicable from 1 April 2009 is attached as Appendix A.

Yours faithfully

775 Sl

s

K"Makwetu F Nomvalo
Deputy Auditor-General Accountant-General

Date: A SI//O?AL‘\’O%‘ Date: 2% M%\\ x> 9




Appendix A.
- AUDITOR-GENERAL

Business Executives

Weighted average

 Operational Leaders
960,000 | 980,000
940,000 | 960,000
920,000 940,000
900,000 920,000
880,000 900,000
860,000 | 880,000
840,000 860,000
820,000 | 840,000
800,000 | 820,000
Weigrlwted average
- Senior Managers
940,000 | 960,000
920,000 940,000
900,000 | 920,000
880,000 900,000
860,000 880,000
840,000 860,000
820,000 | 840,000
800,000 | 820,000
780,000 | 800,000
760,000 | 780,000
740,000 | 760,000
720,000 | 740,000
700,000 720,000
680,000 | 700,000
660,000 | 680,000
640,000 | 660,000
620,000 | 640,000
600,000 | 620,000
580,000 | 600,000
560,000 | 580,000
540,000 560,000
520,000 | 540,000
0 | 520,000
Weighted average
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Audit
Managers
790,000
770,000
750,000
730,000
710,000
690,000
670,000
650,000
630,000
610,000
590,000
570,000
550,000
530,000
510,000
490,000
470,000
450,000
430,000
410,000
390,000
370,000
350,000
330,000

Weighted average

810,000
790,000
770,000
750,000
730,000
710,000
690,000
670,000

590,000
570,000
550,000
530,000
510,000
490,000
470,000
450,000
430,000
410,000
390,000
370,000
350,000

Auditors ,
450,000 | 470,000
430,000 | 450,000
410,000 | 430,000
390,000 | 410,000
370,000 | 390,000
350,000 | 370,000
330,000 | 350,000
310,000 330,000

_ 290,000 | 310,000

i 270,000 | 290,000

| 250,000 | 270,000

230,000 | 250,000

{ 210,000 | 230,000

‘ 190,000 | 210,000
170,000 | 190,000

| 150,000 | 170,000

; 130,000 | 150,000

110,000 | 130,000

100,000 | 110,000

| 90,000 | 100,000
80,000 90,000




70,000 80,000
0 70,000
Weighted average

Trainee Accountants
360,000 | 370,000
350,000 | 360,000
340,000 | 350,000
330,000 | 340,000
320,000 | 330,000
310,000 | 320,000
300,000 | 310,000
290,000 | 300,000

270,000 | 280,000
260,000 270,000
250,000 260,000
240,000 250,000
230,000 240,000
220,000 230,000
210,000 220,000
200,000 210,000
190,000 200,000
180,000 190,000
170,000 180,000
160,000 170,000
150,000 160,000
140,000 150,000
130,000 140,000
120,000 130,000
110,000 120,000
100,000 | 110,000
90,000 100,000
80,000 90,000
70,000 80,000
60,000 70,000
50,000 60,000

0 | 50000

Weighted average |1




