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PROGRESS REPORT ON THE IMPLEMENTATION OF THE RFP.

1. PURPOSE

The purpose of the report is to provide progress in the implementation of the mandatory Financial

Recovery Plan by the Mangaung Intervention Team.

The Mangaung Metropolitan Municipality has been in a prolonged financial and service delivery crisis.
As a result, the Provincial Executive Committee (PEC) Intervened in terms of $139 (5} (a) and (c) of the
Constitution in December 2019. The Financial Recovery Plan (FRP) which was prepared for the
municipality and was signed off for implementation by the Free State MEC for Finance with effect
from June 2020. Prior to approval of the financial recovery plan, the municipality was provided with

an interim plan to manage the crisis.

A Provincial Executive Representative (PER) previously referred to in this intervention as the
Intervention Team Leader was deployed to the municipality to ensure the implementation of the FRP
and oversee the financial and service delivery recc;very of the municipality on behalf of the PEC.
However, after more than two years of intervention in the Mangaung Metro, little or no progress has
been made by the municipality in implementing the FRP. The financial and service delivery
performance of the municipality continued to deteriorate, and the municipality had not moved
beyond the Rescue Phase of the recovery plan which is a short-term phase intended to last not more

than six to eight months.

Section 150(1) of the MFMA requires that if the conditions for a’ pfgvincial intervention in a
municipality in terms of section 139(4) or (5) of the Constitution are not met and the provincial
executive cannot or does not adequately exercise the powers or perform the functions referred to in
that section, the national executive must consult the relevant provincial executive and act or intervene

in terms of that section instead of the provincial executive.

On 06 April 2022 Cabinet resolved to intervene in the Mangaung Metropolitan in terms of section
139(7) of the Constitution read with section 150 of the Municipal Finance Management Act, 2003 (Act
No. 56 of 2003). The structure of the new intervention made provision for a National Cabinet
Representative (NCR), supported by specialists in service delivery (engineering), municipal finance as
well as governance and institutional development in local government. To give effect to the national

intervention in the metro and the duty to assume responsibility for the implementation of the financial



recovery plan, the National Treasury appointed Ntiyiso Consulting to provide the services of the

National Cabinet Representative and support team.

2. BACKGROUND

Section 150(1) of the MFMA requires that if the conditions for a provincial intervention in a
municipality in terms of section 139(4) or (5) of the Constitution are not met and the provincial
executive cannot or does not adequately exercise the powers or perform the functions referred to in
that section, the national executive must consult the relevant provincial executive and act or intervene
in terms of that section instead of the provincial executive.

On 06 April 2022 Cabinet resolved to intervene in the Mangaung Metropolitan in terms of section
139(7) of the Constitution read with section 150 of the Municipal Finance Management Act, 2003 (Act
No. 56 of 2003). The structure of the new intervention made provision for a National Cabinet
Representative (NCR), supported by specialists in service delivery (engineering), municipal finance as
well as governance and institutional capabilities in local government.

The National Cabinet Representative furnished the EMT intervention Team with clear Terms of
Reference indicating the focus areas. NCR is required to monitor the implementation of the FRP by
the EMT with respect to the This report will detail the progress of implementation of the above pillars

of the FRP by the EMT with respect to the FRP programs as below:

= Financial Recovery
= Service Delivery Improvement

= Governance & Institutional Development

Financial Recovery Plan

The financial recovery plan was developed in May 2020 line with sec 41 of the MFMA it was
adopted by council on 15 December 2020 through resolution 128.1-15/12/2020.

The intervention was initially commissioned by Provincial Government as a mandatory
intervention, later National Government had to intervene through section 50 of the MFMA

In terms of Sec 50 (2) of the MFMA. If the national executive intervenes in a municipality in terms
of subsection { 1)

(a) the national executive assumes for the purposes of the intervention the functions and powers
of a provincial executive in terms of this Chapter;

(b) Minister assumes for the purposes of the intervention the functions and of an MEC for finance
in terms of this Chapter: and
(c) areference in this Chapter



{(d) (i) to a provincial executive must be read as a reference to the national executive
(i) to an MEC for finance must be read as a reference to the Minister; and
(iii) to a provincial intervention must be read as a reference to national intervention.

In terms of sec 144. (1) The MEC for local government or the MEC for finance in the province may
at any time, but subject to section 141(1) and (2). Request any suitably qualified person or the
Municipal Financial Recovery Service to prepare an amended financial recovery plan in accordance
with the directions of the MEC.

(2) Section 141, read with such changes as the context may require. Apply to the amendment of
a financial recovery plan in terms of this section.

(3) No amendment of a recovery plan may impede the implementation of any court order made
or agreement reached in terms of the plan before the amendment. In line with sec 144 National
Treasury is reviewing the current FRP.

The minister has not reviewed nor amended the FRP, however the process to review and amend
the FRP has now been initiated by National treasury.

3. THE FRP ROLES AND RESPONSIBILITIES OF THE NCR, CITY MANAGER AND COUNCIL

The NCR’s roles and responsibilities (TOR) relating to the monitoring of the implementation of
intervention and the FRP thereof as well as the City Manager's and Council’s role will be clearly

outlined.

3.1. NCR’s role and responsibilities according to the Terms of References as stipulated by
National Treasury are namely:

e Provide strategic leadership and guidance necessary to ensure the effective and
efficient implementation of the Financial Recovery Plan;

e Reporting to the Mini§ter of Finance and Municipal Council on progress made;

e Engaging with internal and external stakeholders; e.g. Local Labour Forum (LLF)
/major creditors/ Civil Society;

e Assess and ensure that reports required for decision-making in the municipality are
aligned to the FRP and the objectives of this intervention

e To ensure the implementation of the current FRP until any replacement of the FRP as
required in terms of section 139(7) of the MFMA. This includes the supplementary
interim FRP;

s Undertake quality assurance processes required to submit monthly performance
progress reports in terms of the prescribed framework to Minister of Finance

e Attend meetings of Council, Mayoral Committee and Top Management in an advisory

capacity;



Maintain a record of decisions taken by the Municipal Council and the Mayor-the
accounting officer on implementation of the FRP;

Ensure and oversee execution by the Accounting Officer of the function referred to in
$67(1)(h) and schedule 2 of the local government systems act no 32 of 2000 read with
any other legislation dealing with disciplinary matter including criminal, disciplinary
and civil matter.

All reports for decision making by any delegated authority including Municipal Council
and must be processed by Mayor/ Accounting Officer with the concurrence of the
NCR;

Ensure implementation of appropriate corrective and control measures necessary for
effective FRP implementation;

NCR must analyse the monthly bank and budget statements of the municipality for
monitoring purposes and as an internal control measure;

NCR for duration of the intervention to be accountable to the Minister of Finance;
Consult and provide strategic leadership to the Accounting Officer and relevant staff
in the implementation of the recovery plan.

Provide strategic guidance assistance and leadership, to the accounting officer on the
review and reallocation of resources and responsibilities to municipal staff with
regards to the implementation of the FRP

Responsible for the developing and ensuring implementation of appropriate
governance systems, processes and procedures

‘Development of specific strategies and plans including the Budget in consultation with
the Accounting Officer to effectively implement the Financial Recovery Plan of the
municipality;

Provide strategic guidance, assistance and leadership to the Accounting Officer on the
review and re-allocation of resources and responsibilities to municipal staff with
regard to implementation of the financial recovery plan;

Assist the Mayor and the Accounting Officer in the development of human resource
capacity to a level that enables it to perform its functions and exercise its functions in
an economic, transparent, effective, efficient, and accountable ways;

Assist in the recruitment and selection process for the appointment of Senior
Managers including the Accounting Officer in the municipality;

Provide strategic and technical support to ensure meaningful public participation and

stakeholder engagement in the affairs of the municipality



3.2.

e Work closely with the Municipal Financial Recovery Services (MFRS) and other
government stakeholders in the revision and implementation of municipal financial
recovery plan for the municipality

® To confirm and certify in the periodic reports to the Minister of Finance on progress
with the National intervention and implementation of FRP, that all decisions of council
and executive mayor are consistent with FRP.

® CENTLEC as the entity of MMM by law falls under the jurisdiction of the municipality
and by law falls under S139(7) and all its finance related issues must also be ratified
by cabinet representative.

* To assign and delegate responsibilities to the support.
The role of the NCR Support team

® The role of the support team is to provide full-time strategic support and expertise to
the NCR within the context of the approved FRP. These strategic responsibilities are
meant to clearly define the expectations for the support team in facilitating effective
implementation of the approved FRP and achieving financial recovery and provision
of reliable and uninterrupted basic services.

e The support team is accountable to the NCR in the execution of their duties.

e To support the NCR in the implementation of the terms__of reference;

® To provide strategic leadership and direction to the reIevan:ft pillars of sustainability as

provided for in the FRP; A

Y
T -

e To identify challenges and propose solutions to ensure‘,""provision of uninterrupted
basic services to the community and prudent financial management;

¢ To advise and support on the approach to the implementation of FRP activities to
optimise the reduction of operational expenditure and increase of revenue for the
municipality;

¢ To recommend and ensure implementation of internal controls, procedures and
systems for good governance, prudent financial management and effective service
delivery in compliance with statutory prescripts;

* To prepare and submit monthly reports on the implementation of the FRP to the NCR;

® To assist in the development and review of departmental business plans;

e Toreview policies, by-laws, strategies and plans in their respective areas of expertise;

® Assist in the review and amendment of the financial recovery plan as and when

required;



e To execute all delegated authority and responsibilities as may be assigned by the NCR
from time to time.

e To prepare and present progress at meetings of the oversight and intergovernmental
relations structures of government.

e To conduct an assessment and make recommendations on the effective utilisation of
human resources in the areas of expertise.

e To provide technical and strategic support to the heads of departments in an
economic, effective and efficient matter to achieve value for money.

e To advise on strategic management of municipal entities and

e To provide written input and advise on all report for the decision- making in terms of

Council approved systems of delegations.

3.3 Role of the Municipal Manager/Accounting Officer (AO)

Accounting Officer’s (AO) role include fiduciary and reporting responsibilities namely:

Fiduciary Responsibilities

e Statutory powers of the AQ, to the extent that they impact on the FRP is bound by the
FRP and must be exercised with the concurrence of the NCR;

¢ Implement financial systems, policies, strategies, plans and procedures;

e Overall management of administration to ensure efficient and effective support for
FRP implementation

e Support the review and implementation of internal controls by the NCR

e Perform all functions, duties and responsibilities contained in LG legislation subject to
the directives of the PER in so far as the FRP is concerned;

e Perform all lawful instructions and directives by the NCR in an economical, impact
orientated, effective and accountable manner to implement the FRP and to achieve
and sustain the strategic objectives of the intervention

¢ Exercising of delegated authority by AO in terms of the Council approved system of
delegations is subject to oversight and directives by the NCR in so far as the FRP is

concerned

Reporting Responsibilities



In relation to the implementation and monitoring of the FRP is, for the duration of the

intervention, accountable to the NCR;

Must provide access to all documents, records, and information to allow the NCR to

discharge his/her assigned duties;
Must ensure that the NCR has access to all staff of the municipality;

Submit monthly performance progress reports and a portfolio of evidence (POE) for

claimed performance on the implementation of the FRP for consolidation by the NCR

3.4. Role of municipal Council

Council will be responsible to oversee the implementation of the approved and

imposed FRP which the municipality MUST implement

This FRP binds the executive and legislative authority of Council, the Executive Mayor
and the Accounting Officer including the approval of the budget, legislative measures
to give effect to the budget, ensuring that all decisions are consistent with the

objectives, key performance areas, indicators and targets contained therein

This means, that no decision {Executive or Legislative) can be approved by Council,
Executive Mayor and Accounting Officer that contravenes or defeats the FRP and its

objectives

The appointment of senior municipal officials who meet the set requirements — given

that restoring institutional capability is a critical part of the recovery process

4. REPORTING THE PILLARS OF THE FRP

4.1. Financial Management Pillar

The financial management pillar is divided into three phase as per Financial Recovery Plan,

Phase 1 is the Rescue Phase, which focuses primarily on cash and restoring the cash position of the
municipality, the indicator for rescue phase includes monitoring of daily cash and cash equivalent
balances, Cost containment measures, improving debtors collection rate, ring-fencing of conditional
grants, payment of creditors and producing a funded budget.

10



Phase 2 is the Stabilisation phase in terms of financial management the focus is to further strengthen
Cash and cash equivalent and institutionalise good financial management.

Phase 3 is the sustainability phase which focus mainly on ensuring that the municipality long term
financial management are sustainable.

Therefore, this report will focus mainly on Phase 1 Rescue phase indicating the status quo of the
municipality and the intervention applied and the current status of the municipality.

11
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4.1.1 Cash and Cash-equivalent

During the NCR assessment it was discovered that to say that the City is in financial dire straits would
be a gross understatement. The most concerning aspect of the City’s financial position is its limited
liquidity. In the past financial year, the City had on average cash reserves that would cover just one

week of expenses. The national benchmark for liquidity is one to three months.

The table below indicate level of Grants being not cash backed it also confirms the liquidity status of
the municipality, between June and December the municipality survived by using grants to fund its

operational expenditure. Only in March where we see Cash and Cash equivalent exceeds total

reserves and unspent grants.

The city has now enough reserves to pay for its operational expenditure for at least a period of two
months, these can be attributed to implementation of cost containment, implementing and spending
discipline and preventing large and unjustified payments as well as through negotiating extended

payment terms with suppliers.

Table 4.2 Extent of the surplus based on the cash backed reserves and unspent conditional grants as

at the end of March 2022.
June 2022 R’'000 | September December March
2022 2022 2023

INVESTMENT OF RESERVE FUNDS AND GRANTS R’000 R’000 R'000
Cash Backed Reserves
Self-insurance reserve 5000 5000 5000 5000
COID Reserve 25 857 | 26140 26 504 26 906
Unspent conditional grants 786 741 886 025 929 063 811486
Total reserves and unspent grants 817 598 1017 165 960 567 843 392
Total investments at end of period 687 495 784 200 846 337 1105441
Current bank accounts 40910 28235 47 686 137 468
Total bank and investments 728 405 812435 894 023 1242910
Shortfall/(Surplus) on investments 89 193 204 730 66 544 (399 518)
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4.1.2 Cost Containment and Payment of Creditors

Supply Chain Management (SCM) remains a perpetual challenge in that bids specifications continually
lead to non-awards and thus hampering service delivery. This led to The NCR’s team revisit SCM Policy
and the composition of the committee which indeed was in contradiction with the SCM Legislation.
There is no transparency in SCM and a potential risk for the municipality. On request of points of clarity
to the SCM General Manager (GM), the former ACM instructed the GM not to respond to the NCR’s
team as the GM did not report to the NCR. The ACM has a duty and responsibility to ensure that the

NCR has access to all staff of the municipality.

Positive strides have been achieved since the arrival of the ACFO in that the creditor’s management
has been implemented in as far as the reduction and payment of creditors as well as the payment

arrangements with creditors.

The municipality is struggling to fulfil its payment arrangements with Bloemwater. However, the CFO
sought a meeting with the NCR and the AHOD Engineering to finalise payment arrangement of

Bloemwater, the AHOD has not prioritised the request.

Further Progress has been made after the arrival of the ACFO in January regarding submission of
monthly MFMA Section 71 reports. The NCR Team is receiving the report on monthly basis for reviews

and report compiling.

-The NCRs team continues to make unheeded numerous requests for the ACM:to report UIFWE to
~Council as well MFMA Section 32 consequence management to date this'is unattended to. Through
interventions by NCR the UIFWE Register is being updated, however investigations and consequence

management has still not been implemented.

Creditors payment period has been decrease from 78 days in the 2021/2022 to 31 days as at 30 April
-2023, this relate to invoices where the municipality has evaluated and there is no dispute between
the municipality and suppliers, it also disregards outstanding debt on bulk purchase of water which
the municipality is still in the process of negotiations with the service provider on outstanding old

debt.
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Table 4. 3: Mangaung unplanned expenditure

Mangaung Unplanned
Expenditure

000 ZAR

2016/201 2017/201 2019/202
7 8 9 0 2020/2021 2021/2022

2018/201

Unauthorised Expenditure | 722 194 852 316 1363962 | 1165091 | 570025 1253981

Irregular Expenditure 6392 95242 842 458 1600360 | 190 845 185 428

Fruitless and wasteful

expenditure 7547 25 867 9538 5329 19 695 83932

4.1.3 Revenue management and improve debtor collection rate

Over the past 5 years the City’s revenues have increased by a compound annual growth rate {CAGR)

of 1%. In the same period, inflation in South Africa has averaged 4%.

This revenue underperformance is a result of gaps in the revenue management ecosystem of the City.
To begin with, the City does not have a comprehensive revenue management strategy. As a result of
this, the revenue management activities of the City are unguided, with no tracking of successes and
lessons. The City also lacks critical revenue management skAiII‘s across the revenue value chain. Most

critical being the lack of managers responsible for each of the revenue value chain elements.

4.1.3.1. Meter reading

5

The City only reads 80% of its 140 000 meters each month. This is far below the national benchmark
of 95%. Meter reading completeness is important as it helps the municipalities produce accurate
billing that is not later disputed by consumers. Moreover, there are also nearly 4 700 meters that are
not connected to the City’s billing system and are thus likely not being billed. The City only employs
38 officials to manage this large stock of meters. While external meter reading companies are used to
read meters, these are not well managed as the City lacks the skills required to manage an effective

meter reading command centre.
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4.1.3.2. Billing

The City does not bill all their known accounts each month. Of the 227 000 accounts within the City
an average of 223 000 are billed each month. A leading cause of under billing is the fact that the
infrastructure units go and install the meters in various locations without informing the finance
departments billing section. Hence no synergy between the teams. The City also has a customer data
challenge, with an urgent need for data cleansing. The City has 10 officials working on billing. This is
inadequate given the size of revenues that the municipalities need to bill per month and especially

given the City’s system issues.
4.1.3.3 Payment collection

The City’s effective monthly collection rate is 79%. This is far below the national average of 95%. The

City needs to accelerate payment collection and put in place mechanisms to drive payment collection.

The average rate of collection is 55.59% (R298 million — collected and R400 million - billed). The
average collection billing is R400m and average collection is R298,3m, and the average collection rate

including CENTLEC is 79%.

Average collections are low. The norm is 95%. With these levels of collection rates, the Municipality
will continue to experience low levels of liquidity unless something drastic happens to improve the

collection rates to figures as close as possible to the 95% mark.

Although the collection rate is below the acceptable norm of 95% we have seen an upward trend
between March and April 2023 currentily debtor collection rate is 79%, with implementation of

disconnections it is expected that it will increase and will be able to reach the target rate of 85%
4.1.3.4 Credit control

The City’s does have a well-established credit control framework. The credit control policy allows for
disconnection however disconnections are not taking place as this has not been effected by the Senior

Manager of the department.

Ultimately no customers are or have been disconnected as a result, despite the large and growing

debt and low payment rates.

4.1.3.5 Debt management

The debtors balance as of 30 April 2023 is R9.854 billion including unallocated credits of R360 604
million (31 December 2022 — R9.248 billion including unallocated credits of R322.734 million), thus
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reflecting an increase of R149 million (1.51%) for the month. The following chart illustrates that the
major debt is reflected in the over 1-year category. An amount of R6 .345 billion (R6 225 billion —
March 2023) is outstanding in this category (1 year and older), with R4.524 billion attributable to

households, an increase of R87 million from the balance of R4.437 billion in March 2023.

Figure 4.1

Debtors by Customer Group - 30 April 2023

It is and will always be a bone of contention in the financial management of the municipality,
municipality has started to experience decreases in consumption of electricity resulting from
customers opting for alternative power, increased hour load shedding. Despite instability of SCM

processes the city’s collection rate now showing and improvement it moved from 72% in March to

79% in April.

Figure 4.2: Mangaung debtors age analysis
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The City has twenty four(24) officials dedicated to debt collections. However, the City’s debt collection
ecosystem has a number of glaring gaps. Key amongst these being the lack of a debt collections
manager, debt collections contact centre, an up-to-date debt collections policy, debt collections SOP,
external debt collectors’ management policy, a debt collections management system as well as well

capacitated debt management agents.

Given these glaring issues in revenue management, the city needs to act fast to stem the revenue gaps
that it has. To that end we propose an end to end revenue enhancement programme as part of the
current transformation. This revenue enhancement plan would focus on accelerating revenue
improvement in the short term and setting up a sustainable revenue management ecosystem within

the City in the long term.
4.1.4 Financial sustainability

The city has struggled with financial sustainability over the past few years. This is evidenced by the
fact that it has made an accounting loss in each of the past four financial years. This deficit is in the

tunes of hundreds of millions each year, as indicated in the chart below.

Figure 4.3 Mangaung income and expenditure

Mangaung Income and expenditure

R'000 000
Z 67 g e a5 700742 o 726,98
_'/. >/ 6,66 6,63 6,83 ' 2 6.36 : s
6 [ ' 5,77
5 5
4 - Il L—
3 | — -l
2 .
1
0

2016/2017 2017/2018 2018/2019 2019/2020 2020/2021 2021/2022 2022/2023

INCOME EXPENDITURE

This large and growing accounting loss is cause for concern and raises an urgent need for the City to
improve income and reduce expenditure. Moreover, the city is beset with unauthorised, irregular,
fruitless and wasteful expenditure. This has been a regular finding by the AG. While this has decreased
in the most recent financial year, there is no evidence that the reduction was due to any corrective

actions taken by municipal officials.
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It is a concern from the NCR that the municipality is rather reluctant to appoint a disciplinary board to

provide advice to the council on financial misconduct that results in UIFWE.

Another indicator of financial sustainability.is performance against key municipal financial and

operational ratios.

21

Capital Expenditure per Vote A::L:\::d Adj Budget YTD Actual | YTD Budget Target 9;::;:‘:}
City Manager 217889233 _ 217889233 64610718 184513 260 29,65%
..... Corp Services 40600000| 22270000 - __ 34380948 _ 0,00%
_ Finance o _.....500| __ 100000 = _ . 4B 0,00%
_ Social Services _ 13885839|  12708839| 1415688 o 11758825 11,14%
_Planning __52643814|  51143814| 24378149| 44579907 ___47,67%
Human Setllern(_e_nts L 328136150 | 330 300 377 86049706 | 277 872707 26,05%
_Econ & Rural Dev 13238000| - 8500000 278385 11210221 3,28%
_ Engineering B 172437851 281006888 | 90371993 146024059 |  _32,16%
Water Services _147514165| 124073128 44849092|  124918148|  36,15%
. Waste &Fleet _22949495| 36994100 11750699 19434123  3176%
_ Metro Police __6315000| 1045000 2 5347677\ __ 000%
 Centlec 265 225 272_ 223590966 | 105093093 224598 430 47,00%
1280835319 1309 622 34‘5: : 428 797 522 1084 638 730 32,74%
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Observation

Then NCR Team has been consistent in ensuring that the FRP isimplemented and that the municipality
implement the guidance provided, a number of communique has been sent to the former ACM and
the current ACM, further to that policies and Standard operating procedures have been provided as

assistance to EMT.

The joint effort with the EMT has since produced positive results as we can now see movements on

some of the indicators
However, we still have concern regarding the following areas:

Funding of Budget the municipal budget has been found to be not funded this is mainly failure by
municipality to increase its collection rate to the acceptable level at the time of assessment, thus the

municipality has to consider implementing the strategies given by NCR.

Supply Chain Management processes has also raise concern to the Team, currently the municipality
is underspending on Capital Grants due to flawed SCM processes, Revenue management is also held
ransom by the SCM flawed processes., It is recommended that the municipality take drastic action in

correcting the discrepancies with SCM.

UIFWE It is recommended that the municipality must put in place control measure to reduce UIFWE

and ensure that designated bodies like MPAC, Audit committee and Di'séiplinary board to execute their

tasks accordingly

The inability to finalise and load the MAP on the National Treasury template by 31 March 2023 places
the last quarter’s equitable trench at risk of being withheld. It further puts at risk any possible
unqualified audit opinion, the NCR's team is concerned that with only one month’s remain of the

2022/2023 financial year it's impossible to action any of the AG’s recommendations.

29



4.2 Governance and Institutional Development Pillar

Mangaung Metro is characterised by elements of a lack of and poor oversight and governance
systems, political instability, factionalism in municipal council, high vacancy rates at senior
management level and lower levels, low staff morale, poor work ethics and professionalism,
prolonged disciplinary matters, high litigations including costs and poor planning for transitional
measures.

4.2.1 Political-Administrative Interface

1.

Problen; statement

Infrequent or even lack of Troika meetings

Recommendations

e Properly determine the fundamental reasons for such failure.
¢ Make key interventions to address the reasons.

e Ensure adherence to schedule of meetings required for effective
Council decision-making.

Steps Taken

Council appointed a new Speaker in March and an Ac_:ting Executive
Mayor and Chief whip in April 2023

Progress made

Troika sat for the first time in May 2023 for the 2022/2023 financial
year

Other noteworthy
developments

None so far

Problem statement

Councillor interface

Recommendations

« Properly determine the fundamental reasons for such failure.
* Make key interventions to address the reasons.

« Ensure adherence to schedule of meetings required for effective
Council decision-making.

=]

Steps Taken

Council has held fourteen council meetings eleven of those have
been special council meetings. Only two of the fourteen have been
correctly held as ordinary meetings and one held in February 2023
has been incorrectly classified by council as the ordinary council
meeting. The council calendar has not been adhered to.

Progress made

There has not been any progress made as council calendar has not
been adhered to, the required majority MFMA compliance matters
have not served on ordinary council meetings as required by MFMA
i.e tabling of the MPAC report and approval of the Annually report is
still outstanding as at May 2023.
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Adjustment budget was not approved on the 28 February 2023 but ]
only 14 days later

Other noteworthy There is stagnation of progress
developments

v |

4.2.2 Council governance & Oversight

1. | Problem statement Weaknesses in Council Oversight

e Properly determine the fundamental reasons for such failure
2. | Recommendations * Make key interventions to address the reasons

» Analysis of rules and orders

e Adherence to council order of business in meetings

o Development of schedule of meetings and legal compliance MFMA
matrix

« Implement schedule of meetings and legal compliance MFMA
matrix

« Schedule an induction for Councillors on governance, financial
management and oversight;

* Schedule a training session on ethics and code of conduct for
councillors;

» Ensure that the identified unauthorised, irregular, fruitless and
wasteful expenditure (UIFW), are investigated and acted upon
(consequences managed);

« Quarterly progress reports submitted to Council

3. | Steps Taken Councillors were inducted in 2022 and trainings have been provided
for council and MPAC.

4. | Progress made There is no progress made as UIFW remains escalating amongst other
things

4.2.3 System of Delegations

| 1. | Problem statement Inadequate Checks and Balances

eDetermine a baseline
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Recommendations

¢ Properly determine the fundamental reasons for such failures
*Develop a plan to address the reasons

*Review financial delegation framework
simplement improved delegations

*Make key interventions to address the reasons

Steps Taken

The NCR team took an initiative of reviewing in its entirety Version 11
of the delegations of authority during the month of January 2023. On

the 16™ of February 2023, a detailed letter with inputs were
presented to the Acting City Manager for his consideration. The office
of the NCR further recommended that the reviewed delegations with
inputs from the NCR should be presented to council for adoption as
Version 12 of the delegations

Progress made

No progress has been made and the correspondence from the NCR
has not been acknowledged

Other noteworthy
developments

None

Problem statement

Poor cooperation from the erstwhile Acting City Manager

4.2.4 Executive Management Team Meetings

En

Problem statement

Below optimal functioning of Executive Management Team

Recommendations

¢ Determine a baseline .

* Properly determine the fundamental reasons for sui:h failures
» Develop a plan to address the reasons

¢ Make key interventions to address the reasons

*Develop schedule of meetings and prioritise for discussion in

*Convene Executive Management Team meeting.

Steps Taken

The NCR wrote a memo to the Acting City Manager citing the minim
monthly reporting requirements that were never adhered to. In
addition the NCR raised concerns about the absence of structured
reporting at EMT meetings and the fact that all reports were verbal

Progress made

Progress is only being realised now with the appointment of Ms
Dumalisile as the Acting City Manager

Other noteworthy
developments

None

Problem statement

Poor cooperation from the erstwhile Acting City Manager.
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4.2.5 Audit Committee

1. | Problem statement

Ineffective Audit Committee

| o Determine a baseline

2. | Recommendations * Properly determine the fundamental reasons for such failures
e Develop a plan to address the reasons
» Make key interventions to address the reasons
» Advocacy and education on Audit committee
» Review composition of the Audit Committee and incorporate
clauses that will allow for termination in case of non- attendance
» Circular 65 to serve at Council for adoption as a guiding document
3. | Steps Taken The NCR noted that the Annual Internal Audit Plan was not risk-based
as it has been prepared prior to the finalisation and adoption of the
Risk Management Strategy and Plan
4. | Progress made The NCR team participated in the review of the Risk Management
Strategy and Plan as well as the alignment with the Annual Internal
Audit Plan
5. | Other noteworthy The Council now has an adopted Risk Manaéement Strategy and Plan
developments as well as a Risk-Based Annual Internal Audit Plan
6. | Problem statement None

4.2.6 Audit Outcome

1. | Problem statement Qualified Audit Opinions
» Determine a baseline
2. | Recommendations * Properly determine the fundamental reasons for such failures

Recommendations
* Develop a plan to address the reasons
*Make key interventions to address the reasons

« Develop and implement an Audit Action Plan for 2018/19 findings
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3. | Steps Taken The office of the NCR reminded both the Audit Committee as well as
the EMT on the importance of compliance with Section 131 as well as
the development of the Post Audit Action Plan (PAAP)

4. | Progress made No progress was made

5. | Other noteworthy The Council has not made significant improvements in addressing
developments matters raised by Auditor General and this might hinder its attempts
to obtain an improved audit outcome

6. | Problem statement The Audit outcome was presented late to council and there has been

no cooperation from the Acting City Manager hence the late
presentation

4.2.7 Risk Management

developments

1. | Problem statement Absence of Risk Management Policy
eDetermine a baseline
2. | Recommendations * Properly determine the fundamental reasons for such failures
¢ Develop a plan to address the reasons
¢ Make key interventions to address the reasons
* Develop, approve qnd implement Risk Management Policy
3. | Steps Taken The new Risk Management committee has been established
4. | Progress made None
5. | Other noteworthy Same as internal audit above

4.2.8 ICT Governance Framework

1. | Problem statement Absence of ICT Governance Framework
* Determine a baseline
2. | Recommendations * Properly determine the fundamental reasons for such failures

» Develop a plan to address the reasons

* Make key interventions to address the reasons
Develop and approve the following policies:

¢ ICT Corporate Governance Framework Policy

« ICT Security Policy

» ICT User Access & Password Control Policy
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« ICT Change Management Policy
« ICT Request for Change Terms
« Backup and Disaster Recovery

« Design and Configuration Manual

3. | Steps Taken

The council appointed an external service provider to develop the
entire ICT Governance Framework

4. | Progress made

After review, the NCR recommended for amendment and adoption by
council the ICT Governance Framework, the ICT Charter and the ICT
Steering Committee Charter;

5. | Other noteworthy
developments

The NCR’s office was informed that there was another external
service provider doing a similar service of reviewing the ICT
Governance Framework. No work from the second service provider
has been presented to the NCR's office for review

6. | Problem statement

No progress has been made since the letter from the NCR office to
the Acting City Manager

=

4.2.9 Labour Relations

F1. Problem statement

Poor relations between unions and management

2. | Recommendations

Lt

3. | Steps Taken

4. | Progress made

« Determine a baseline

« Properly determine the fundamental reasons for such failures
«Develop a plan to address the reasons

« Make key interventions to address the reasons

« Diagnosis of labour relations challenges and produce high level
report.

ePresent findings of report to Technical and Political structures.

« Implement findings of status quo report

The office of the NCR has advised management and the em—p|oyer
component of the LLF on the do’s and don’ts with regard to the roles
and responsibilities of the LLF

The LLF remains dysfunctional, its sittings are erratic and there is high
animosity between the labour (SAMWLU) in particular and the office
of the NCR
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The NCR’s office developed the Standard Operating Procedure {sopr

for the processing of salaries and benefits,

Other noteworthy
developments

The poor relations between management and labour are as a result
of the following:

Problem statement

1. Management not sticking to the constitution of the LLF as
enshrined in the main collective agreement;

Poor and/or absence of performance management;
Excessive overtime claims

Excessive acting allowance payments and

The absence of Standard Operating Procedure (SOP) Manual
for the processing of salaries and other benefits

Nhwnwn

4.2.10 Procurement

Problem statement

Interference with procurement processcs ]

* Determine a baseline

* Properly determine the fundamental reasons for such failures

* Develop a plan to address the reasons
I * Make key interventions to address the reasons

* Establish database to verify Council, Section 56 &57 managers’
interests in companies to be contracted by City

*Number of tenders verified against database prior to awards issued

3. | Steps Taken Procurement policy is being amended

‘[ 4. | Progress made Draft policy to be submitted as part of finance related policies

5. ’ Other noteworthy None _
developments ’
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4.2.11 Litigation

1. | Problem statement

Numerous Court Judgements

2. | Recommendations

e Determine a baseline

» Properly determine the fundamental reasons for such failures
» Develop a plan to address the reasons

» Make key interventions to address the reasons

« Develop and update the litigation and liability register

« Conduct a reasonable prospect of success.

» Conduct a diagnostic analysis of the root cause of litigations and
claims against the municipality.

3. | Steps Taken

The NCR has reviewed the Litigation register and developed the
Standard Operating Procedure (SOP) to deal with litigation and to
reduce default judgements issued against the council

4. | Progress made

No progress to date

5. | Other noteworthy
developments

None

‘6. | Problem statement

1. We have noted that the litigation register has cases in excess
of 285 with a possible contingent liability in excess of R 750
million. This poses a serious financial and liquidity risk to the
council and need to be addressed as a matter of urgency;

2. The council has a pending dispute with its entire panel of
attorneys and all are now refusing to take instructions to
defend council;

Additional information was requested from the Aé‘tiﬁg 'City Manager
as per the letter dated 23 February 2023 and this remain outstanding

4.2.12 Disciplinary Board

1. ; Problem statement

Ineffective Disciplinary Board and lack of consequence management
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¢ Determine a baseline-

2. | Recommendations ¢ Properly determine the fundamental reasons for such failures
e Develop a plan to address the reasons
* Make key interventions to address the reasons
¢ Consider and implement the requirements of Municipal Regulations
on Financial Misconduct to ensure effective disciplinary board

3. | Steps Taken The NCR’s office participated in the shortlisting of the disciplinary
board

4. | Progress made None

5. | Other noteworthy Only the shortlisting for the Disciplinary board has been completed

developments

6. | Problem statement The interviews for the Disciplinary board have been postponed more

than five times
4.2.13 Legal

1. | Problem statement Ineffective Legal Servi;es
* Determine a baseline

2. | Recommendations * Properly determine th;e'fundamental reasons for such failures
e Develop a plan to add‘re'.sis the reasons
e Make key interventions to-address the reasons

3. | Steps Taken None o

4. | Progress made None

5. | Other noteworthy Same as litigation

\ developments

4.2.14 Contract Management

1. | Problem statement ‘ Contracts not adhering to procurement legislation
e Audit all contracts to determine a baseline
2. | Recommendations e Properly determine the fundamental reasons for such failures
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« Develop a plan to address the reasons

« Make key interventions to address the reasons

3. | Steps Taken The NCR’s team developed the Contracts Management Policy
together with the Standard Operating Procedure and Annexures to
assist the council with Contracts Management
The NCR’s team has also developed a reporting framework as
required in terms of Section 116 of the MFMA

4. | Progress made No progress made to date

5. | Other noteworthy None

developments
6. | Problem statement The EMT needs to present for adoption by the council the Contracts

Management Policy as well as the SOP’s
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Observation

The NCR support team has developed a capex reporting framework guided by the provision of the
Section 116 of the MFMA. In terms of Section 116, reporting to Council must happen regularly.

Inadequate human resource capacity, competencies, and skills in contract management this activity
was discussed with the Acting HOD Corporate Services, no action has been taken thus far.

The NCR team has drafted a policy on Contract Management with annexures and handed over to
Acting City Manager for approval purposes on the 15™ of Dec 2022. The draft policy has not been
presented to Council for approval by the ACM. :

Updated litigation register and litigation SOP. The NCR has team has updated the register and
forwarded it to the ACM for further action-presentation to Council for approval. No action has been
taken by the ACM to date.

UIFWE policy and reduction plan drafted by the NCR Team, and. presented to the Municipality for
further processing. No action has been taken by the ACM to date.

Currently no reports are presented to the Mayor and the council on a monthly basis regarding the
UIFWE. There are no consequence management for incurring UIFWE.

The performance management policy with draft performance agreement was developed and
submitted to the Acting HOD for processing to the Council. No action taken by the ACM to date.

Reports prepared by the administration are inadequate to meet all the compliance requirements in
terms of the MFMA. A Standard reporting framework was developed and submitted to Adv.
Mpangane, the Acting HOD for Corporate Services for further processing.

All the Policies and the ICT Framework have been reviewed and benchmarked against other similar
high:capacity municipality. Now awaiting the NCR signature for handing over the review to the Acting
City Manager.

4.3 SERVICE DELIVERY PILLAR
Managaung Metro services delivery infrastructure and services have been neglected far too long thus
causing almost complete collapse of the Metros mandate to provide services.

Key challenges causing the lack of services delivery are the following :
¢ Insufficient budget for operations and maintenance to service delivery infrastructure. WWTW
need urgent refurbishment which requires additional funding
e Non adherence to core mandate
o Infrastructure prone to vandalism due to lack of security provided
o Shortage of staff (vacancy rate currently sitting at 60%)
e In effective call centre management
e Un availability of yellow plant which is currently sitting at 50%
e High volume of VIP toilet (50 000) and bucket toilet system (1000}
e Poor roads conditions with almost 90% requiring repairs
¢ Non implementation of water business strategy to generate revenue
e Unsustainable bulk water supply bill from Bloemwater
» Dilapidating and aging sewer and water infrastructure.
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Observations

A lot more progress could have been achieved by the municipality. Unfortunately, there are a number
of systemic challenges that stifle progress. These are summarised below:

4.3.51

Non-compliance with Section 116 of the MFMA that deals with sound project and
contract management practices. This weakness results in poor monitoring of contracts and
contractors. However, the implementation is now starting to take shape. Capex War room
meetings started in early May 2023 and is being ramped up by including GMs and PM from 22
May 2023.

As a result of the above, the Municipality has a poor track record of underspending on

conditional grants.

Another challenge relates to high vacancy rates for all posts, including critical posts. This

4.3.5.2

results in serious capacity constraints.

The above situation has resulted in huge capacity gaps that triggered acting positions  that
have resulted in human relations instability as staff compete for acting positions for financial
reasons. Most staff have been acting in their positions for many years contrary to legislative
compliance.

Council does not sit regularly and therefore no effective monitoring of performance is

possible.

Revenue collection is low and results in cash flow challenges. As a result, own revenue is not

4353

4354

4.3.5.5

4.3.5.6

43.5.7

adequate to provide adequate funds for maintenance of service delivery assets.

Yellow fleet is inadequate, and it impacts negatively to service delivery and aggravates over-
time which weakens cashflow.

Material and spare parts for maintenance of infraétrycfure are insufficient. As a result, turn-
around time for attending to sewer spillages and Wa,t'-gérileaks are high. This add to the already
very high water losses. -

The challenging working relationship between the EMT Team and NCR Team impacted
negatively to service delivery as well as the effective implementation of the Financial Recovery
Plan. However, since the recent change in leadership, the situation has greatly improved and
service delivery is expected to improve.

Limited fleet is also impacting on effective waste collection. As such, the municipality is
currently unable to collect refuse consistently on a weekly basis.

Furthermore, political instability had been a thorny issue as it affected service delivery in a
bad way. Without Council sitting regularly, it is not possible to provide effective oversight.

There is underperformance of spending on all grants and no detailed acceleration plans with
milestones and cashflows were provided to the office of the NCR to explain exactly how the HODs
will improve performance on the projects funded from grants.

Poor management of projects and ineffective contract management. It is important to ensure that all
service delivery AHOD get involved. Particularly the Engineering AHOD who has not been responsive.
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4.3.5 CONCLUSION

The successful implementation of the Financial Recovery Plan depends on the commitment of all staff
as well as a positive working relationship between the political and administrative leadership.
Furthermore, the interrelations between the EMT and NCR teams.

All decisions that that have an impact on the four pillars financial recovery plan, be it governance and
institutional development, financial management and service delivery, must be taken with the
concurrence of the NCR. Financial Recovery Plan (FRP) must be understood in all pillars by all
councillors and management

It is impossible to achieve FRP pillars while working in an environment where decisions are not taken
by both political and administrative components. Let us improve our commitment to achieve better
and perform as per our mandate.

Pre@ 5{ Mangaung Metropolitan Municipality Council by
L

Ms Gugu Malaza

National Cabinet Representative
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