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EXECUTIVE SUMMARY 

Kannaland Local Municipality is a Category B municipality situated within the Garden Route District in 

the Western Cape Province, in the western part of the Klein Karoo. The Municipality stretches from the 

Swartberg in the north, the Langeberg in the south and the Anysberg in the west, to the Gamkaberg in 

the east and consists of four towns which are Ladismith (the location of the municipal headquarters), 

Zoar, Van Wyksdorp and Calitzdorp. 

In accordance with Sections 152(2) and 153(a) of the South African Constitution, local government 

must prioritise the community's fundamental needs and encourage social and economic development 

through careful budgeting, planning, and administration. However, the Kannaland Local Municipality 

has had challenges in delivering services due to various reasons, which center mainly around the 

Municipality's long history of financial problems, underpinned by governance and administrative 

failures. 

These problems prompted the Western Cape Provincial Executive to undertake a number of 

interventions including the following: 

« Invoking a section 139(5)(a) mandatory intervention in 2016. 

« Assuming responsibility for the implementation of the Financial Recovery Plan (FRP), in 2018, 

in terms of section 139(5)(c) of the Constitution, as the Municipality had admitted its inability to 

implement the FRP. 

¢ Conducting of a Diagnostic Assessment by the Provincial Treasury in 2023. This Assessment 

concluded that the Municipality, because of a crisis in its financial affairs, is in serious or 

persistent material breach of its obligations to meet its financial commitments. For instance, the 

Municipality had adopted unfunded budgets for the past six financial years (2018/19 to 2023/24 

MTREF). Based on the audited 2023/24 Annual Financial Statements (AFS), current liabilities 

(R198.175million) far exceed current assets (R93.80 million). Subsequently, the Municipality 

had failed to make other payments as and when due, which individually or in the aggregate is 

more than a prescribed amount or, if none is prescribed, more than two per cent of the 

Municipality's budgeted operating expenditure. 

o The findings of the Diagnostic Assessment sufficiently proved that the municipality, in its current 

state, meets the criteria for a mandatory intervention in terms of section 139(5) of the 

Constitution. Based on this conclusion, the Western Cape Provincial Executive on 13 December 

2023 resolved to intervene by imposing a mandatory FRP on the Municipality, in terms of section 

139(5)(a) of the Constitution, read together with Section 139 of Chapter 13 of the MFMA. 

e On 14 December 2023, the Finance Minister of the Western Cape Province, wrote to the 

Minister of Finance in line with section 144(1) of the MFMA, requesting the MFRS to prepare a 

FRP for Kannaland. This was in terms of section 141(2) of the MFMA, which states that only 

the NT MFRS may prepare an FRP for a mandatory provincial intervention in terms of Section 

139(4) or (5) of the Constitution. 

The above intervention processes formed the statutory basis for this Mandatory FRP. The MFRS 

commenced the process of preparing the Mandatory FRP by undertaking a Status Quo Assessment 

which focused on the four municipal sustainability pillars, namely Governance, Institutional, Financial 

Management and Service Delivery has been completed. For each pillar, a diagnostic analysis was 

performed, followed by the identification of failures and root causes. The Status Quo Analysis Repol 

was workshopped with the following stakeholders on the 9" and 10™ of April prior to its conc @ 

submission to the MEC on the 6" of May 2025: 
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e Kannaland Local Municipality; 

e Western Cape Provincial Treasury; 

e Western Cape Department of Local Government; 

e National Department of Cooperative Governance and Traditional Affairs (COGTA); and 

e South African Local Government Association (SALGA). 

This Mandatory FRP has been developed based on the findings from this Status Quo Assessment. 

Despite previous disputes pertaining to the implementation of the previous FRP, the KLM has lately 

admitted its persistent challenges in achieving financial stability and resolved to cooperate in 

implementing the current Mandatory FRP. To expedite the implementation of the Mandatory FRP, the 

MFRS has adopted a new approach which prioritizes the identification of intervention activities that 

have an immediate impact on the financial position of the municipality, under the Rescue Phase of the 

Implementation Plan. These activities have been kept at a minimum per sustainability pillar and have 

been designed to be easily implementable and to have the optimum impact. The Implementation Plan 

has also been planned to ensure a smooth progression between the intervention activities identified 

under the Rescue Phase and those under the Stabilisation Phase. Lastly, activities to be implemented 

under the Sustainability Phase will only be populated after the successful implementation of activities 

under Rescue and Stabilization Phases. 

Thus, on the basis of the above-described approach, some of the strategic intervention activities that 

have been identified under the Rescue and Stabilization phases of this Mandatory FRP are as follows: 

Revenue Impacting Activities 

« Implement a payment plan aimed at recovering staff and councillors municipal accounts 

arrears within a six-month timeframe. 

« Run public campaigns on the importance of settling municipal accounts. 

¢ Approve and implement a debt settiement incentive for accounts >90 days overdue. 

« Appoint a panel of debt collectors for recovery of long-overdue debts. 

« Appoint a cashier for Van Wyksdorp and staff the Customer Care Unit with 2 employees. 

o Link traffic fines to vehicle licensing to reduce defaults. 

+ Request Provincial Treasury or the Department of Local Government in the province to 

conduct councillor workshops on Credit Control and Customer Care Policies. 

« Implement the Debt and Credit Control Policy, and include KPIs in official performance 

agreements. 

« Monitor debt recovery performance monthly and hold officials accountable. 

« Update customer details in billing systems to improve the collection rate. 

« Appoint or train sufficient meter reading operatives to improve billing accuracy. 

« Implement a meter disconnection/reconnection programme to reduce illegal usage. 

« Installation of SMART meters supported by the NT Metering Programme. 
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Costs Reduction initiatives 

Apply realistic cost-cutting measures to improve funded positions for the 2025/26 and 

2026/27 financial years. 

Eliminate non-essential expenditure during the budget process. 

Develop and approve a cost containment policy, for implementation against set financial 

targets for monthly monitoring. 

Conduct a duplicate cost analysis on contracted services to identify functions that can be 

performed internally. 

Establish a cash flow committee and include expenditure containment as a standing item 

for management meetings. 

Configure financial systems to block spending on exhausted budget votes. 

Review and align procurement to establish a three-year panel of essential service 

providers. 

Prepare an annual procurement plan for all goods and services. 

Monitor spending on non-essential goods/services monthly and enforce accountability. 

Renegotiate unfunded mandates (housing, libraries, firefighting, licencing) within 6 months 

or terminate them. 

Enter into payment arrangements with all creditors and request waiver of interest charges. 

Ring-fence conditional grants in separate bank accounts to ensure correct use. 

Monitor project implementation against the project plan to avoid delays and ensure grant 

compliance. 
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1. PART ONE 

1.1 BACKGROUND 

This Mandatory FRP has been necessitated by the continuous and persistent challenges that the KLM 

has been experiencing over the years in providing services as required under Sections 152(2) and 

153(a) of the South African Constitution. Such persistent failures prompted, in 2016, the Western Cape 

Provincial Executive to invoke a mandatory intervention in terms of a section 139(5)(a) of the 

Constitution, read together with Section 139 of Chapter 13 of the MFMA. This was followed by 

subsequent interventions, including the resolution by the Provincial Executive in 2018 to assume 

responsibility for the implementation of the FRP, in terms of section 139(5)(c) of the Constitution, as a 

result of the Municipality’s admitting inability to implement the FRP. 

Furthermore, despite this ongoing mandatory intervention, the Municipality experienced a further 

deterioration in its affairs, including a failure to meet its financial and legislative obligations. 

Consequently, it remained unable to adequately deliver services to residents within its area of 

jurisdiction. Among other things, one of the major causes of this deterioration was construed to have 

been a direct result of ongoing political instability emanating from the conduct and decisions of a select 

grouping of councillors and senior officials working in the administration of the Municipality. 

Several additional interventions were instituted by the Western Cape Provincial Executive, including 

urgent proceedings in the Western Cape High Court in January 2021, to, amongst others, interdict 

certain councillors and senior municipal officials from persisting with their unlawful conduct, to compel 

them to implement the FRP, and to declare that the intervention was lawful. This ignited a court battle 

between the Western Cape Provincial Executive and the KLM. Thus, after initially ruling in favour of the 

Provincial Executive, on 7 October 2021 the High Court rescinded its decision declaring the intervention 

lawful, by upholding the Municipality's counter application to review, set aside and terminate the 

intervention. This ruling was based on the fact that the Provincial Treasury prepared the FRP and that 

the NT MFRS merely vetted the document when it was required to have prepared the same and 

conducted the necessarily consultations itself. 

After this setback, the Western Cape Provincial Government (WCPG), however, continued to closely 

monitor and support the Municipality to address the financial difficulties it has faced for an extended 

period preceding the provincial government's intervention. Amongst other such monitoring and support 

processes, the Kannaland Local Municipality Diagnostic Assessment was conducted and completed in 

October 2022. Subsequently, in December 2022, a Support Plan was prepared, in terms of Section 154 

of the Constitution. However, despite the support provided to the Municipality, the KLM continued to 

experience financial difficulties. 

A further assessment by the Provincial Treasury, in 2023, concluded that the Municipality, because of 

the persistent crisis in its financial affairs, was in a serious material breach of its obligations to meet its 

financial commitments. For instance, it was found that the Municipality had adopted unfunded Budgets 

for the past five financial years (2018/19 to 2022/23 MTREF). Based on the audited 2021/22 AFS, 

current liabilities (R96.54million) far exceed current assets (R44.32 million), subsequently, the 

Municipality had failed to make other payments as and when due. 

Based on these serious or persistent material breaches, the KLM was deemed to have satisfied the 

criteria for an intervention in terms of section 139(5) of the Constitution. Therefore, on 13 December 

2023, the Provincial Executive resolved to invoke a mandatory intervention in terms of section 138¢5)(a) 

of the Constitution, read with the relevant sections of Ch 13 of the MFMA, thereby imposing a m 

FRP on the Municipality. Subsequently, on the 14" of December 2023, the Finance Minister oR{[ie 
¥ 
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Western Cape Province, wrote to the Minister of Finance in line with section 144(1) of the MFMA, 

requesting the MFRS to review and amend the existing Kannaland Mandatory FRP. 

Despite initially objecting and refusing to cooperate in implementing the Provincial Executive’s decision 

for a mandatory intervention, the KLM’s Council later on 14 November 2024, resolved to collaborate 

with National Treasury in the preparation and implementation of the Mandatory FRP. This paved way 

for the NT MFRS to commence with the Status Quo Assessments and the preparation of the Status 

Quo Report. The latter has since been completed and submitted to the MEC. A copy of the Status Quo 

Report is attached as Annexure B to this Mandatory FRP report. Its findings identified the key issues 

and their root causes across the four sustainability pillars of Governance, Institutional and Human 

Resources, Financial and Service Delivery. These findings formed the basis upon which the different 

strategic interventions identified and recommended under this Mandatory FRP will be implemented. 

1.2 PURPOSE OF THE FINANCIAL RECOVERY PLAN 

This Financial Recovery Plan (FRP) is prepared in terms of Section 139(5)(a) of the Constitution, as 

informed by the findings of the Status Quo Assessment (SQA) conducted by the Municipal Financial 

Recovery Services (MFRS) of National Treasury. 

The SQA provided a comprehensive diagnostic of Kannaland Local Municipality's systemic and 

persistent failures in governance, institutional arrangements, financial management, and service 

delivery. The assessment confirmed the municipality’s technical insolvency, unsustainable budgeting 

practices, non-compliance with regulatory frameworks, and a widespread collapse in oversight and 

operational effectiveness. 

This FRP is thus not a generic intervention, but a targeted, phased remedial plan directly derived from 

the root causes and findings of the SQA. 

1.3 Summary of SQA Findings by Pillar 

The Financial Recovery Plan (FRP) is based on a comprehensive Status Quo Assessment (SQA), 

jointly conducted by the Municipal Financial Recovery Services (MFRS), the Kannaland Local 

Municipality, and other stakeholders. This assessment utilised the National Treasury's four-pillar 

diagnostic framework—comprising Governance, Institutional, Financial, and Service Delivery factors— 

to identify the root causes behind the municipality’s financial crisis and ongoing failures in basic service 

delivery. 

The FRP is strategically organized around these four pillars, reflecting the framework used by the 

National Treasury to evaluate municipal sustainability. Below, we outline the key challenges identified 

in the SQA that the FRP aims to address: 

1.3.1 Financial Pillar: 

These drivers highlight a breakdown in financial planning, control, and sustainability, the core of the 

municipality’s crisis: 

« Recurrent unfunded budgets (2018/19-2023/24) and persistent deficits: 

Continuously approving budgets that lack cash backing reflects imprudent financial planning 

and weak governance oversight, exacerbating technical insolvency and undermining ice 

delivery. 
e Current liabilities (R198.175 million) exceeding assets (R93.80 million): 

10|Page
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This financial imbalance confirms technical insolvency. It severely limits liquidity, impairs the 

municipality’s ability to honour its obligations, and exposes it to litigation and creditor action. 

Debtor management failure (92.2% of R150m debt overdue >90 days): 

This indicates a systemic collapse in revenue collection. A large and ageing debtor book 

constrains cash flow, while the inability to collect revenue affects service delivery and limits 

funds available for operations and maintenance. 

Diversion of capital grants to operations; inability to service Eskom debt: 

Using capital grants to cover operational shortfalls violates grant conditions and triggers 

clawbacks or penalties. Inability to pay Eskom threatens disconnection and potential 

disqualification from national relief programs, jeopardising service continuity. 

1.3.2 Service Delivery Pillar: 

Persistent failures in basic service provision are attributed to: 

1.3.3 

The governance failures are fundamental, as they lead to a breakdown in oversight, and acco ‘ 

mechanisms that would avert administrative and financial collapse. The key drivers are: \ ( 
1M|Page 

Absence of Infrastructure Master Plans: 

Without current plans, infrastructure investment is ad hoc, reactive, and uncoordinated. This 

leads to service gaps, weak asset lifecycle management, maintenance backlogs, and 

inefficiencies that drive costs and reduce service quality. 

High electricity losses (15 per cent in 2023/24) and NMD penalties: 

Excessive distribution losses and penalties from Eskom for exceeding Notified Maximum 

Demand (NMD) result in unnecessary financial losses. This further increases the municipality's 

R68.8 million Eskom debt and contributes to energy insecurity. 

Poor water and sanitation quality scores (Blue Drop and Green Drop): 

These low scores highlight a critical shortage of scientists and engineers for surveillance 

monitoring, as well as the inconsistent operation of treatment plants. This situation results in 

significant environmental, health, and safety violations in water and wastewater services, 

posing serious risks to public health and leading to potential breaches of national standards. 

Maintenance expenditure ratio below the 8 percent norm (6 per cent in 2023/24): 

Underinvestment in asset maintenance leads to infrastructure deterioration, increased 

breakdowns, and higher long-term replacement costs, accelerating service failures. 

Underutilization of conditional grants allocation (unspent grants, R14 million in 

2023/24): 

Failure to spend grants delays development and leads to grant forfeiture and missed service 

delivery milestones. The poor performance in projects management creates risk of potential 

disqualification to access more grant funding. 

Aging fleet and infrastructure: 

Breakdown-prone vehicles and old infrastructure reduce service reliability, increase downtime, 

and inflate maintenance, overtime, and fuel costs. 
Intermittent water supply and poor water management: 

Raw water and portable water storage incapacity. Furthermore, the absence of water balance 

accountability (IWA balance reporting) and bulk metering jeopardies the accuracy in water 

usage profiling, and thus hiding water distribution losses that are being calculated based on 

billed customers only. 

Governance Pillar: 

A
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Persistent disclaimer audit outcomes (2021/22, 2022/23, 2023/24): 

These audit opinions indicate a total breakdown in internal controls and financial reporting 

systems. Disclaimer audits mean the Auditor-General was unable to obtain sufficient audit 

evidence, reflecting a fundamental lack of transparency, reliability, and credibility in the 

municipality’s financial administration, and signals systemic governance failure. 

Historical leadership instability and oversight failures: 

The absence or dysfunction of the Municipal Public Accounts Committee (MPAC) show a 

deficiency in internal accountability. This undermines council oversight, resulting in unchecked 

irregular financial and administrative decisions. 

Inadequate contract management and SCM non-enforcement: 

Contracts are not monitored, and supply chain management (SCM) processes are non- 

compliant with legislation and regulations. This results in irregular, fruitless and wasteful 

expenditure, and legal disputes which inflate costs and increase contingent liabilities. 

Inadequate legislative compliance and weak performance monitoring: 

Failure to submit Annual Financial Statements (AFS) and MFMA Section 52(d) reports in time 

reflects non-compliance with statutory requirements. The lack of monitoring tools undermines 

accountability and makes it impossible to track municipal performance. This weakens the 

council's ability to intervene effectively and timeously. 

Institutional Pillar: 

Institutional weaknesses hinder the municipality's capacity to deliver services, manage human 

resources, and enforce policy. The following factors severely limit organisational effectiveness: 

1.4 

Organisational structure that is not fit for purpose: 

Without a fit-for-purpose structure, the municipality cannot allocate accountability clearly or 

manage its functions efficiently. 

High vacancy rates (33.37%) in critical positions: 

Critical skills gaps, especially in finance and infrastructure, render the departments inoperative 

and ineffective, slowing decision-making, reducing service delivery, and increasing reliance on 

consultants, which raises costs and reduces institutional memory. 

Unaffordable and irregular staff appointments: 

Appointments outside the approved organogram and without budgetary provision violate 

financial and HR regulations, contributing to unfunded budgets and irregular expenditure 

Lack of skills retention and development strategies: 

The absence of a Human Resource Strategy and non-implementation of the Workplace Skills 

Plan (WSP) reflect a failure to invest in staff development, limiting the municipality’s ability to 

grow internal capacity, contributing to a cycle of dependency on external consultants. 

Non-functional disciplinary and consequence management systems: 

When violations of policies or unethical behaviour go unpunished, a culture of impunity 

develops, fostering repeated non-compliance and poor performance. 

STATUTORY AND LEGISLATIVE CONTEXT 

1.41 The Constitution of The Republic Of South Africa, 1996 (Act No.108 Of 1996) 

The intervention was instituted in terms of S139 (5)(a) of the Constitution of the Republic of South 

Africa, 1996 (Act No. 108 of 1996), read in conjunction with Ch.13 of the Municipal Finan, 

Management Act, 2003 (Act No. 56 of 2003) (MFMA). 

$139(5)(a) of the Constitution reads as follows: “the provincial executive must impose a recovery 
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plan aimed at securing the municipality’s ability to meet its obligations to provide basic services or 

its financial commitments, which; 

i is to be prepared in accordance with the national legislation; and 

i, binds the municipality in the excise of its legislative and executive authority but only to 

the extent necessary to resolve the crisis in its financial affairs.” 

Thus, in terms of the above stated sections of the Constitution, the Western Cape Provincial 

EXCO has an obligation to ensure that a Mandatory Financial Recovery Plan aligned to the 

Municipal Finance Management Act, 2003 is prepared. This Mandatory FRP Financial Recovery 

Plan may also restrict the authority of the Council and the Executive in any matter or area that 

impacts on the finances of the municipality. 

The Western Cape Provincial EXCO is, hence, responsible for ensuring that the Financial 

Recovery Plan is implemented by the KLM. Failure of the Provincial EXCO to oversee the process 

and ensuring full implementation of the Financial Recovery Plan may result in national intervention 

in terms of S139 (7) of the Constitution. 

1.4.2 The Municipal Finance Management Act, 2003 (Act No. 56 of 2003) 

Chapter 13 of the MFMA deals with the resolution of financial problems in municipalities and 

outlines the processes that must be followed in terms of mandatory interventions invoked in terms 

of $139 (5) of the Constitution. 

o S$139 (1) of the MFMA places the responsibility on the Provincial EXCO to request the 

Municipal Financial Recovery Services (MFRS) unit in the National Treasury to prepare 

a Financial Recovery Plan, which considers the reasons for the financial crisis and an 

assessment of the municipality’s financial status (status quo assessment). 

e Only the MFRS may prepare a Financial Recovery Plan for a Mandatory Provincial 

Intervention referred to in S139. 

e S139(1)(a)(iv) also empowers the MFRS to recommend appropriate changes to the 

budget and revenue raising measures that will support the implementation of the 

recovery plan. 

o Interms of S139(1)(b), the Mayor of the municipality must be consulted on the Financial 

Recovery Plan to obtain cooperation (political support) for the implementation and 

ensure that the_budget and any other legislative measures to support the implementation 
Recovery Pla Ve 

Section 142 of the MFMA specifies the criteria for Financial Recovery Plans irrespective of 

whether the plan is discretionary or mandatory in nature. In this regard, the following subsections 

are important: 

S142 (1) A Financial Recovery Plan must be aimed at securing the municipality’s ability to meet 

its obligations to provide basic services or its financial commitments, and such a plan, whether 

for a mandatory or discretionary intervention — 

(a)Must — 

Identify the financial problems of the municipality; 
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i Be designed to place the municipality in a sound and sustainable financial 

condition as soon as possible; 

i, State the principal strategic objectives of the plan, and ways and means for 

achieving those objectives; 

i, Set out a specific strategy for addressing the municipality’s financial problems, 

including a strateqy for reducing unnecessary expenditure and increasing the 

collection of revenue, as may be necessary; 

iv. Identify the human and financial resources needed to assist in resolving financial 

problems, and where those resources are proposed to come from; 

V. Describe the anticipated timeframe for the financial recovery, and milestones to 

be achieved; and 
Vi Identify what actions are necessary for the implementation of the plan, 

distinguishing between actions to be taken by the municipality and actions to be 

taken by other parties. 

Section 142 (2) states that in addition, a Financial Recovery Plan — 

(a) Fora mandatory intervention must — 

i Set spending limits and revenue targets; 

i, Provide budqget parameters which bind the municipality for a specified period or 

until stated conditions have been met; and 
i Identify _specific_revenue-raising_measures that are necessary for financial 

recovery, including the rate at which any municipal tax and tariffs must be set to 

achieve financial recovery. 

Regarding the implementation of the Financial Recovery Plan in Mandatory Provincial 

Interventions, the municipality’s attention is drawn to the following provisions of S146 of the 

MFMA. 

S$146 (1) If the Recovery Plan was prepared in a Mandatory Provincial Intervention referred to 

in section 139 — 

(a) the municipality_must implement the approved recovery plan; 

(b) all revenue, expenditure and budget decisions must be taken within the 

framework of, and subject to the limitations of, the recovery plan; and 

(c) the municipality must report monthly to the MEC for Finance in the province on 

the implementation of the plan in such manner as the plan may determine. 

In conclusion, unlike a Voluntary or Discretionary Financial Intervention, the National Treasury, 

through the Municipal Finance Recovery Service must develop the Financial Recovery Plan for 

the KLM as it is a mandatory intervention. The plan binds the municipality in terms of its spending 

and budget parameters and the municipality is obligated to ensure that such a recovery plan is 

implemented within the timeframes outlined. 

1.5 OVERVIEW OF THE MANDATORY FINANCIAL RECOVERY PLAN 

This Mandatory Financial Recovery Plan is prepared in accordance with the requirement 

Chapter 13 of the Municipal Finance Management Act, 2003. It has been informed by the his 

of intervention programs implemented in the KLM include the 2016 Voluntary Financial Recovery 
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Plan, and other subsequent intervention processes which have been analysed and addressed 

under the recently completed Status Quo Assessment Report, attached as Annexure B to this 

Mandatory FRP. Additionally, this Mandatory Financial Recovery Plan is aligned to the 4 pillars 

used by the National Treasury to assess municipal sustainability. These 4 pillars are: Governance, 

Institutional Stability, Financial Health and Service Delivery. 

The strategic objective of this Mandatory Financial Recovery Plan is to address the current 

financial distress by focusing on improving the short-term financial liquidity of the municipality and 

by improving the long-term financial sustainability of the municipality. This will be achieved in a 

phased approach, with a focus on high level targets to be achieved in each phase. Issues 

pertaining to governance, institutional stability and service delivery have also been addressed in 

so far as it undermines the financial recovery of the municipality. To facilitate implementation, the 

Financial Recovery Plan is divided into three key phases outlined in Table 1. 

Table 1: Phases of the Mandatory FRP Implementation 

PHASE DESCRIPTION 

Minimum set of key indicators across all four pillars necessary to neutralise! 

financial turbulence (6-8 months) 

e Focus is on cash and short-term liquidity: Funded Budget, Cost 

Containment, Cashfiow Management, Trading Debtors and Collections, 

Creditor Management. 

« Include service delivery projects with high visibility such as streetlights, 

waste management, water and sewer spillages and potholes. 

| To address the underlying causes of failure by focusing on eradicating 

| problems at the root (8-24 months): “Plugging the holes and fixing the leaks.” 

To ensure financial and service delivery sustainability and prevent a 

regression (Subject to progress in Phase 2) 

1.5.1 Phase 1: Rescue Phase 

This phase of the implementation program focuses on the quick wins to restore the KLM's cash position 

and instilling a culture of good financial management practices within a short period of between six (6) 

months to eight (8) months from the approval date of the Mandatory FRP. Focus is on guiding the KNM 

to prioritise implementing quick wins such as effective budget management, efficient debtors control 

measures, application of cost-reflective tariffs, improving indigent management practices, enhancing 

the effectiveness cash management processes, a quick update of the billing system, an improvement 

of the collection rates as well as overall improvements in service delivery, governance processes and 

institutional matters. Thus, the indicators identified under the Rescue Phase include the following: 

«  Preparing a credible funded budget; 

«  Containing municipal expenditure; 

«  Implementing creditors and debtors control measures; 

o Instituting processes for determination of cost reflective tariffs; 

« Improving indigent management practices; 

« Implementing strategies to enhance revenue; 

o Reducing interest expenses through negotiations with creditors; 

«  Entering and honouring payment arrangements with creditors; 

«  Enhancing the effectiveness of cash management; 
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o Updating of customer details on the billing system to improve the collection rate; and 

»  Implementation of visible and critical processes to address service delivery, governance, 

and institutional matters and ensuring that the current situation does not deteriorate 

further. 

1.5.2 Phase 2: Stabilisation Phase 

This second phase of the Mandatory Financial Recovery Plan and encompasses the bulk of the 

recovery interventions. All intervention activities that cannot be implemented under the Rescue Phase 

were allocated to this Phase, and they include the following: 

e Cost reflective tariffs are approved and adopted. 

o lllegal connections are curbed; 

e The billing system is cleansed and updated; 

e Meter audits are performed and broken meters are replaced; 

e Meter readings are performed accurately; 

e The financial management and reporting system is upgraded and improved; 

*  The financial control environment is improved; 

e Conducting of skills audit; 

*  Alignment of staff recruitment with approved organogram; 

e Filling of currently vacant critical positions; 

e Strategic partnerships with local businesses are established to address infrastructure 

backlogs; 

e All Master Plans are developed and approved; 

*  Policies that currently do not exist within the municipality are developed and approved; 

o Bylaws are developed and approved; and 

o Infrastructure is refurbished and all aging infrastructure is replaced. 

To ensure the achievement of this stabilisation program, it is critical that all the recurring strategies from 

the Rescue Phase are regularly monitored, and remedial measures executed to prevent and address 

any possible regression. This phase is expected to last between 8 (eight) to 24 (twenty-four) months or 

longer depending on progress that would have been made by the KLM. 

1.6.3 Phase 3: Sustainability Phase 

Any intervention activities under this third phase of the Mandatory FRP will only be identified based on 

the successful implementation of those under the Rescue and Stabilization Phases. Thus, this phase 

focuses on ensuring that strategies, intervention measures and programs that would have been 

implemented under Phases 1 and 2 are sustainable. It also focuses on ensuring that the KLM is and 

remains committed to ensuring the implementation of the Mandatory FRP. The Financial Ratios will be 

monitored to determine the achievements and impact made from the previous two phases. Once there 

is a reasonable assurance that the municipality’s financial health has been resuscitated, an exit 

considered. 
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1.6 PREPARATION, CONSULTATION AND APPROVAL OF THE MANDATORY 

FINANCIAL RECOVERY PLAN 

1.6.1 Preparation 

As per the requirements of S141(2) of the MFMA regarding the preparation of Mandatory Financial 

Recovery Plans, the National Treasury Municipal Financial Recovery Services Unit prepared this FRP 

in direct consultation with the municipality, Provincial PT and DLG, labour unions, creditors, and key 

suppliers, among other key stakeholders. A wholistic process was followed in the preparation of this 

Mandatory FRP as guided by of S139 of the Constitution read together with section 142 of the MFMA. 

Firstly, a Status Quo Assessment was performed which involved a comprehensive diagnostic 

assessment, identification of the key issues which resulted in the KLM being in financial crisis as well 

as the root causes thereof. All information in the SQA is based on verifiable documentation submitted 
by the municipal administration. Based on these findings, relevant strategies have been proposed under 

the three phased outlined in the preceding section. An Implementation Plan (refer to Annexure A) was 

also developed covering the Rescue Phase, Stabilisation Phase and Sustainability Phase. 

Additionally, a financial forecasting model was developed and used to determine and set spending 

limits, budget parameters, as well as proposing strategic revenue raising measures. All these processes 

culminated in the development of this Mandatory FRP, which aims to improve the financial viability of 

the KLM. Some of the proposed revenue raising strategies are summarised in Table 2. 

Table 2: Proposed Revenue Raising Measures 

10 per cent increase in Sales and average per cent per year reduction in losses 

(revenue management efficiencies, smart metering, meter repair/replacement, load 

monitoring technologies) 

9 per cent increase in sales and average 2.9 per cent per year reduction in losses 

(revenue management efficiencies, smart metering, meter repair/replacement, water 

balance) 

>5 per cent rise in revenue as a function of water sales and from improved administration 

of waste activities 

2 per cent revenue increase, (traffic licensing, LED business engagements, trade licenses, 

building plans) 

1.5 per cent revenue increase, (bylaw enforcement — land use, building, traffic, dumping) 

6 per cent revenue increase from reconciliations in billing registry, (zoning, meter/land 

audits, building inspections, cadastral mapping) 

30% reduction from administration efforts, internal capacitation and skill transfer programs 

>10 per cent reduction in overtime. (increased maintenance ratio hence reduced 

emergency services, prioritised yellow plant repairs, improved organisation structure of 

technical services) 

17|Page



MUNISIPALITENY | MUNICIPALITY 
‘*’A' KANNALAND 

Kannaland LM Final FRP 

To ensure that the Mandatory FRP addresses all the pertinent issues, detailed consultations were 

undertaken with important stakeholders such as the KLM senior management, Western Cape PT and 

DLG, SALGA, CoGTA, Council, Organized Labour and Major Creditors, in line with the provisions of 

the MFMA. 

1.6.2 Consultation 

The preparation of this Mandatory FRP involved initial engagements with the following key 

stakeholders: 

e  Kannaland Local Municipality (KLM); 

e Western Cape Provincial Treasury (WCPT) 

o Western Cape Department of Local Government (WCDLG); 

o  Department of Cooperative Governance and Traditional Affairs (COGTA); 

e  South African Local Government Association (SALGA). 

These discussions, which took place during the SQA stage, provided the basis for all the subsequent 

planning processes. Some of the critical consultative meetings and engagements that took place are 

listed in Table 3 below: 

Table 3: Consultative Engagements with Different Departments in the KLM 

Date Purpose Stakeholders 

Municipality, NT MFRS, PT, WCDLG, DLG and 
Provincial SALGA 

Municipality, NT MFRS, WCDLG, PT, DLG and 

14 March 2024 | SQA Workshop 

02 May 2024 FRP Engagement 
GRDM 

24 July 2024 Draft SQA (?lrculated for Municipality, PT, DLG, SALGA 

comments/ input 

05 February 2025 Status Quo Assessment Municipal Management, PT, DLG, SALGA 

Workshop 

06 February 2025 | Council FRP Workshop Council, Municipality, PT, DLG 

10 March 2025 | Circulate Draft SQAforinput | COUNGil Municipality, PT, DLG, WCDLG, SALGA 
Council, Municipality, MISA, PT, DLG, WCDLG, 

SALGA 

Council, Municipality, PT, MISA, DLG, WCDLG, 

2829 May 2025 ;kafai';hdde' Engagement |\ onal DCOG, GTAC, National COGTA SALGA. 
Organised Labour and Major Creditors 

FRP Engagement Council Council, Municipality, MISA, PT, DLG, Public 

FRP Engagement Public 

09 -10 April 2025 | FRP SQA Workshop 

25 June 2025 

These in-depth oral engagements were critical to obtain further information based on high-level initial 

findings obtained from the desktop assessment described in the preceding section. These 

engagements involved both one-on-one contact sessions with the KLM’s senior staff members from 

different sector departments as well as various virtual follow-up sessions with some of the officials to 

clarify emerging issues which needed further engagement to the desktop examination and analysis. 

The municipality’s largest creditors were invited to a consultation workshop held on 29 May 2025 
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workshop was attended by Eskom, SolveM/SAMRAS, WCDLG, GTAC, Garden Route District 

Municipality, WCPT, Oudtshoorn Local Municipality and Business Engineering. The Auditor General 

and SALGA were not represented. 

The members of the Local Labour Forum were invited to a consultation workshop held on 29 May 2025. 

This workshop was attended by the Local Labour Form members from IMATU and SAMWU. 

National Treasury’s MFRS published the notice in terms of Section 141(3)(c)(ii) of the MFMA to invite 

the public, including the local community to submit written comments and representations in respect of 

the Draft Financial Recovery Plan. The plan is also available on the Provincial Treasury website at: 

https://www.westerncape.gov.za/provincial-treasury/kannaland-financial-recovery-plan. 

An advertisement was placed on 18 July 2025 in ‘Die Hoorn’ newspaper with circulation in the municipal 

area. Hardcopies of the plan were made available at 4 locations in the municipality (at the Calitzdorp, 

Ladismith, Zoar and VanWyksdorp Libraries). Written comments were invited to be submitted by 01 

August 2025. 

The MFRS wrote to stakeholders on 21 July 2025 to provide them with a copy of the draft FRP and 

invite them to submit comments in terms of Section 141(3)(c)(i) of the MFMA by 01 August 2025. These 

letters were sent to: 

o The Executive Mayor, Kannaland Municipality 

o Minister of Local Government, Environmental Affairs and Development Planning, 

Western Cape Provincial Government 

e Minister of Finance and Economic Opportunities, Western Cape Provincial 

Government 

o Chief Executive Officer 

* South African Local Government Association 

* IMATU representatives, Local Labour Forum 

e SAMWU representative, Local Labour 

e Eskom Holdings SOC Distribution, Western Cape 

« Garden Route District Municipality 

« Auditor General of South Africa 

« Bytes Universal Systems 

Comments were received from 2 stakeholders and 3 members of the public and were factored into the 

final FRP before it was formally submitted to the MEC for Finance in accordance with section 141(4)(c) 

of the MFMA. 

1.6.3 Approval 

This Plan is submitted to the MEC for Finance for his verification and approval as per Section 143(2) 

of the MFMA. 
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1.6.4 Implementation of The Mandatory Intervention and Financial Recovery Plan 

As this is a mandatory intervention, the municipality must implement the Financial Recovery Plan. All 

revenue, expenditure and budget decisions must be taken within the framework of and subject to the 

limitations of the Financial Recovery Plan (MFMA: S146(1) (a)and(b)). 

The municipality is also required in terms of S146(1)(c) to report monthly to the MEC for Finance on the 

implementation of the financial recovery plan. 

It must be emphasised that the strategies set out in this Financial Recovery Plan relate to activities that 

must be institutionalised and performed by various municipal officials, as part of their routine duties and 

tasks. Those appointed to such positions, even in acting capacities, must be given specific roles and 

responsibilities, which must be captured in a revised performance agreement. 

The financial resources required to support the implementation of the Financial Recovery Plan will be 

realised through restructuring of the budget, implementing the revenue collection strategy and revenue 

enhancement initiatives and a commitment to stringent expenditure controls, with particular emphasis 

on the elimination of non-essential expenditure, limitations on appointment of staff and non-revenue 

generating activities. Limited additional financial support for some projects will be provided through the 

provincial support package. 

17 MONITORING AND OVERSIGHT OF THE INTERVENTION AND THE FINANCIAL 

RECOVERY PLAN 

This intervention will be subject to oversight by a Technical Oversight and Monitoring Committee who 

will report directly to the Ministers of CoGTA and Finance and the Provincial Executive of the Western 

Cape. The Oversight Committee will direct the intervention, monitor progress and unblock any 

challenges that may hinder the success of this intervention. This Committee will have the authority to 

approve that certain actions from the FRP should be prioritized or delayed, and to refine or amend 

individual activities. The Committee will also be tasked with assessing progress and approving the shift 

from one phase of the FRP to another. 

The Oversight Committee will consist of the following representatives: 

(a) Western Cape Provincial Treasury (Co-chairperson) 

(b) Western Cape DLG (Co-chairperson) 

(c) National CoGTA 

(d) NT MFRS 

(e) Western Cape SALGA 

A Technical Working Group may be formed with representatives from some or all of these organizations 

to meet on a more regular basis to coordinate routine support and monitoring of the intervention. 

In addition to the Oversight Committee, a Technical Team (together with senior officials) must be 

assembled to drive implementation and provide written reports to the Oversight and M: g orifeTin 

Committee. The CFO must provide written reports to the Oversight and Monitoring Committee, Wm 

These reports will form the basis of the quarterly progress reports that must be prepared in ter 
¥ 
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section 147 of the MFMA and submitted to the municipality, the Minister of Finance, the Cabinet 

member responsible for local government; the provincial legislature; and organized local government 

in the province. Representatives from organized labour, business, and community organizations may 

also be invited to attend these meetings as observers. 

1.8 RISKS ASSOCIATED WITH THE IMPLEMENTATION OF THE FINANCIAL RECOVERY 

PLAN 

The following risks have been identified which must be mitigated for successful implementation of the 

Financial Recovery Plan. These risks require the implementation of urgent mitigation measures to 

ensure that the implementation of the Mandatory FRP is a success. These risks relate primarily to 

financial administration, budgeting, financial discipline, and governance. Itis proposed that a risk matrix 

be developed and that appropriate mitigation measures be instituted. 

1.8.1 Pillar 3: Financial Management: 

«  Unwillingness of creditors to enter payment arrangements with KLM. 

e Lack of acceptance of debt collectors by the community. 

«  Non - availability of funds to finance other activities. 

e Resistance of cost containment measures. 

1.8.2 Pillar 4: Service Delivery: 

o  Limited internal capacity: The municipality may lack sufficient staff (e.g., town planning and 

electrical, mechanical, civil engineering professionals under staffed) with the necessary skills, 

experience, or resources to effectively initiate, execute, and monitor the Financial Recovery 

Plan (FRP). 

« Inter-departmental coordination risks: Weak collaboration or communication between 

municipal departments (e.g., planning, transport, utilites) may lead to fragmented 

implementation of FRP activities and service delivery objectives. 

+ Stakeholder resistance: Resistance from internal or external stakeholders to service 
delivery reforms or cost-containment measures could result in delays, operational disruptions, 

or non-compliance. 

s Community backlash due to enforcement actions: The disconnection of services for non- 

payment and enforcement of municipal by-laws (e.g., zoning, waste management, building 

control) may provoke community unrest or protests, particularly in low-income or informal 

areas. These enforcement actions must be supported by equitable debt recovery 

mechanisms to ensure both social acceptance and improved revenue collection. 

+ GIS and billing system integration failure: There is a risk that Geographic Information 

System (GIS) upgrades may not integrate effectively with existing billing and accounting 

platforms, especially, if necessary, system adaptations are not achieved within FRP 

timeframes. 

+ Information and knowledge management gaps: Decision-making may be compromised 

due to outdated or unavailable master plans, poor record-keeping, or an overreliance on 

external consultants who retain critical technical information. The lack of an organized 

inventory of technical records undermines institutional memory and continuity. 
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1.8.3 

1.9 

Pillar 1: Governance: 

Chronic political and administrative instability exists; the municipality has a history of 

disruptive changes in political and administrative leadership. 

Weak council oversight and control persist; MPAC has outdated terms and lacks formal 

standard operating procedures (SOPs). 

The municipality has adopted unfunded mandates, including libraries, housing, licencing, and 

firefighting services, resulting in unfunded budgets. 

A deficient procurement framework is present; SCM policies are outdated, and the bidding 

processes do not comply with legislation and regulations. 

Poor contract management is evident; there is no contract register or effective control process 

in place. 

The delegation system is weak; the approved delegations are inadequate, with no signed 

sub-delegations or register available. 

Non-compliance with financial laws is apparent, characterized by late financial statements 

and breaches of the MFMA/MSA. 

Unchecked irregular and wasteful expenditure exist due to an inadequate UIF&W policy and 

tracking system. 

Poor stakeholder engagement is a concern; there is neither an integrated engagement 

strategy nor an institutionalized public participation process 

Pillar 2: Institutional and Human Resources: 

Organisational structure that is not fit for purpose 

Irregular appointments not aligned to service delivery requirements 

Lack of pre — requisite skills by officials and the inability to attract technical skills. 

Inappropriate HR and financial management systems. 

Poor record keeping. 

Lack of communication between management and organized labour. 

Lack of consequence management. 

Excessive employee related costs. 

COMMUNICATION PLAN 

It is proposed that the Municipal Manager prepare an Internal and External Communication Plan to 

support effective communication throughout the intervention. The Communication Plan address any 

mistrust that might exist among stakeholders, beneficiaries and role-players. This plan needs to be 

executed within the context of a Change Management Process. The proposed Communication Plan 

which details how communities, internal staff will be engage including proposed times and frequency is 

provided in Table 4 below. 
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Table 4: Proposed Communication Plan 

Type of Communication Typical Who initiates 
Communication | Schedule Communication 

Mechanism 

Consultation with | At the Face-to-face WCPT, DLG, NT | Creditors, SALGA 
all the commencement of the | meeting or virtual | MFRS, WC Organised labour, 
stakeholders FRP, meeting SALGA, Internal staff. 
Phase 1 Weekly to track Email and virtual WCPT, DLG, NT | KLM (BTO 
Rescue Phase progress and review meetings MFRS, WC MANAGERS), SALGA, 

all financial policies SALGA WCPT 

and strategies 
Phase 2 Bi-weekly: to review Face-to-face WCPT, DLG, NT | KLM Council, WCPT, 
Stabilization and assess meeting or virtual | MFRS, WC SALGA 
Phase adherence to reforms | meeting 

established in phase 1 
Phase 3 Monthly engagement | Face-to-face KLM Senior KLM Council, WCPT, 
Sustainability to review whether meeting or virtual | management SALGA, NT-MFRS. 

Phase performance targets meeting 
are met 

Handover After 36 months Face-to-face NT-MFRS KLM Council, WCPT, 
meeting SALGA Organised 

labour, Creditors, NT- 
MFRS. 
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2. PART TWO: A STATUS QUO ASSESSMENT 

In developing this Mandatory FRP, various sources of information were utilized during the preparation 

of the Status Quo Analysis (SQA) Report. The latter is attached Annexure B and incudes a detailed list 

of the sources consulted. Detailed descriptions of the Status Quo findings under each of the four pillars 

are provided in the SQA Report. The descriptions address the key issues that were established, their 

root causes as well as the sources of information that were consulted to inform these findings. 

«  Audit reports by the Auditor-General of South Africa up to 2022/23. 

AFS 2022/23 

Annual Report 2022/23 

e Annual report 2023/24 

«  Approved System of Delegations 

e  Auditor General audit management report 2022/23 

e Auditor General Audit report, 2023/24 

o  Auditor General communication on findings to EMT dated 07 November 2024 

e Auditor General management report 2022/23 

«  Auditor General management report 2023/24 

e  Auditor General Report, June 2024 

e Auditor General management report 

o  Auditor General Management Report 2022/23 

o Auditor General management report, 2023/24 

«  Auditor General management report, 2024 

e  Auditor General opinion, 2023/24 

e Auditor General Report June 2024 

e Auditor General Report, 2023/24 

o Auditor General Report, June 2024 

e  Blue Drop Report: 2023 

e Budget 2024/25 

e Budget 2024/25 

e CFO's spreadsheet on Councillors and staff in arrears, 2025 

« Engagements with Top Management: 5-6 February 2025 

s Financial Ratios in accordance with MFMA Circular 71. 

e Fleet Management Policy 2022-23 

o FRP Implementation Progress Reports, 2024. 

«  Green Drop Watch Report - 2022. 

« Information received from Manager: Legal Services, 2025 

« Information received through consultative meeting with management, 2025 

o Inputs from Manager: ICT, 2025 

« Invocation of Provincial Mandatory Intervention 

e Kannaland Capital Project Status FY24/25 

« Kannaland Diagnostic Assessment Report PT — 2022 

« Kannaland LM landfill site operational and closure permits: 2019-2025 

¢ Kannaland LM Waste reports (IPWIS 2025) 

« Kannaland SEP-LG 2023 

o Local Economic Development (LED) & Tourism Strategy for Kannaland LM: 2022-2 

e Municipal website, 2025 

e Mid-Year Kannaland LM Assessment Report 2022/23 
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Records by WCLG of provision and training on the Draft Rules of Order. 

Records of WCLG 
S154 Kannaland Support Plan 

The 2017 Mandatory Financial Recovery Plan. 

The Status quo assessment by the Provincial Treasury (September 2022-23) 

The Mid-year Budget and Performance Assessment Report and the Medium-Term 

Revenue and Expenditure Framework (MTREF) Budget, 2024. 

The Integrated Development Plan 2022-27. 

The Annual Financial Statements up to 2022/23. 

The 2024/25 MTREF Budget and PT Budget Assessment Report 

TIME Report 2024 

Western Cape COGSTA Updated Diagnostic Assessment Report, November 2024 

Western Cape COGSTA Updated Diagnostic Assessment Report 2024 

Western Cape LG consultations, 2024. 

Western Cape LG Diagnostic Assessment Report, 2024 

Western Cape LG updated Diagnostic Assessment Report, 2024 

Western Cape LG updated Diagnostic Assessment Report, 2024 

Western Cape Municipal Replacement Funding Allocation for library services for 

2024/25 

Workstream Meetings: 09-10 April 2025 

DLG S54 Support Plan 

KEY ISSUES ESTABLISHED 

Key issues were highlighted during Status Quo Assessment and were presented under the four 

municipal pillars of sustainability stated below: 

Financial health 

Service Delivery 

Governance 

Institutional stability and capability 

These key findings under the four sustainability pillars are as illustrated in the subsequent sections. 

See the Status Quo Assessment Report Attached as Annexure B for a detailed financial analysis of the 

municipality’s finances. 

22 FINANCIAL MANAGEMENT 

The Financial Pillar key findings that were identified during the status quo assessment and the proposed 

FRP activities are summarised in Table 5. 
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2.21 Analysis of key Financial Ratios 

& KANNALANE 

A ratio analysis was performed, and Table 6 below summarises the key results: 

Table 6: Results of Ration Analysis 

Ratio for 

2021122 

Audited 

Capital Expenditure to Total 

Expenditure - indicates the 

prioritisation of expenditure 

towards current operations 

versus future capacity in 

terms of Municipal Services. 

The norm is 10% - 20%. 

Ratio for 
2022/23 
Audited 

Ratio for 
2023/24 

Audited 

INTERPRETATION 

The ratio results fluctuate year- 

on-year. The ratio is consistently 

below the National Treasury 

norm of 10%. 

Repairs and Maintenance to 

Property, Plant and 

Equipment and Investment 

Property - measures the 
level of repairs and 

maintenance to ensure 
adequate  repairs  and 

maintenance to prevent 

breakdowns and 

interruptions to services 

delivery. 

The norm is 8%. 

Annual Collection Rate - 

indicates the level of 

payments as a percentage 

of revenue billed on credit. 

The norm is 95%. 

The ratio results improved in 

2021/22 but reduced to 6% in 
2023/24. The ratio is below the 

National Treasury norm of 8%. 
This is an indication of 

insufficient spending on repairs. 

& maintenance to an extent that 
it could impact on use of assets 

and have a resulting increase on 

impairment of useful assets. 

Municipality ~ must ensure 

adequate maintenance of assets 

to prevent breakdowns & 
interruptions to service delivery. 

A municipality with outstanding 

debtors should aim to achieve a 
collection rate of more than 

100% to ensure a reduction in 

the outstanding debt accrued 

from previous years. 

The municipality’s collection rate 

is regressing. Revenue 

collection (billing), and credit 

control of the municipality 

requires urgent attention and 
corrective measures should be 

implemented. 

Debtors Management Net 

Debtors Days - indicates 

the average number of days 

taken for debtors to pay 

their accounts. 

The norm is 30 days. 

112 Days 33 Days 
Net Debtors’ Days ratio for the 

past three years is above the 

norm of 30 day. The ability of the 

municipality to manage deblors 
is questionable and poses risks 

associated with the provisiop-ef 

debt to consumers. 
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Ratio for Ratio for Ratio for INTERPRETATION 

2021/22 2022123 2023/24 

Audited aorited Audited 

::Ea;%::fl Coverafl:::t:; 0 Months 0 Months The  municipality's  ratio 
8 B deteriorated from 1 month in 

2021/22 to O months in 

2022/23 and 2023/24 and is 

now below the norm. 
The Ratio indicates the 

Municipality's or Municipal 

Entity’s ability to meet at 

least its monthly fixed 

operating commitments 

from cash and short-term 

investment without 

collecting any additional 

revenue. 

The municipality's ability to 

meet its obligations to provide 

basic services and honour its 
financial ~ commitment  is 

compromised. 

In order to improve the 

situation, the following must be 

achieved in the shortest 
The norm is 1-3 months possible time: - 

e Immediate reduction in 
expenditure on  non- 

essentials, non-core 

activities, non- revenue 
generating activities. 

e Increase revenue through 

improved collections and 

billing efficiencies and 

seeking alternate revenue 

sources. 
Ensuring proper 

administrative and 

govermnance 
arrangements  are  in 
place to manage daily 

bank  deposits and 

withdrawals. 

Current Ratio - fhis ratio 0.48 031 0.21 The municipality's Current Ratio 
indicates the extent to which N 
current assets can be used to for the last 3 financial ye.ars hfs 

settle short-term liabilties. If BesABSIow (e oM oF1:5= 2 
current assets do not exceed 
current liabiliies, it means a This an indication that current 
liquidity problem ie., liabiliies  exceed current 

insufficient cash to meet assets, highlighting insufficient 
financial obligations. cash to meet short-term 

. financial ~ obligations. ~ The 

The norm is 1.5 - 2:1. municipality must therefore 
increase its current assets to 
appropriately cover current 

liabilities or risk that non-current 

assets will need to be liquidated 

to settle current liabilities. 

Capital Cost (Interest Paid 

and Redemption) as a % of 

Total Operating 

Expenditure - indicates the 

cost required to service the 

qea 
the municipality was 7‘ 
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borrowing. It assesses the 
borrowing  or  payment 

obligation expressed as a 

percentage of total operating 

expenditure. 

The norm is 6% - 8% 

Debt (Total Borrowings)/ 

Revenue - indicates the 
extent of total borrowings in 

relation to total operating 

revenue. 

The purpose of the ratio is to 

provide  assurance that 

sufficient revenue will be 

generated to repay liabilities. 

Alternatively stated, the ratio 

indicates the affordability of 

the total borrowings. 

The norm is 45%. 

Net Operating Surplus 

Margin 

= measures the net surplus 

or deficit as a percentage of 

revenue. 

The norm is > 0% 

Electricity Distribution 

Losses (%) 

The purpose is to measure the 

percentage loss of potential 

revenue  from  Electricity 

Services through electricity 

units purchased and 

generated but not sold 
because of losses incurred. 

The norm is 7% - 10% 

Ratio for 
2021/22 

Audited 

13% 

V5 KANNALANC 

Ratio for Ratio for INTERPRETATION 

2022/23 2023124 

Ancited Audited 

service its current debt levels 
and can take up additional 

financing. 

It means the municipality, due to 

its current cash flow problems is 

unable to access borrowed 
funds or the funding decisions of 

the municipality impacts on 

these levels. 

The ratio is within the norm. 

This is an indication that the 

municipality might take up 
increased funding from 

borrowings,  however,  this 

should be considered within the 
cash flow requirements of the 

municipality. 

The ratio is declining which is 

an indication  that  the 
municipality is operating at a 

shortfall. Operating surpluses 

must be sustained for 
enhanced financial wealth. This 
must be further investigated. 

Trading service mardins for 
22/23: 

- Electricity: 1% 

- Water: -6% 
- Waste Management: -12% 

- Sanitation: -41% 

-23% ~25% 

The norm for electricity 

distribution losses ranges from 

7%-10% and the municipality’s 

percentage losses are above the 

norm. The following challenges 

must be addressed in the FRP: 
lllegal connections, unmetered 

consumption and poor meter 

reading. 

12% 15% 
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Water Distribution 

Losses (Percentage) 

The purpose of this ratio is to 

determine the percentage loss 

of potential revenue from 

water service through kilolitres 

of water purchased but not 
sold because of losses. 

The norm is 15% - 30%. 

Revenue Growth (%) - 

measures the growth in 

revenue year on year. 

The norm is at the rate of 

CPI 

Revenue Growth 

(%) - 
Excluding Capital Grants 

Measures the growth in 

revenue excluding capital 

grants year on year. 
The norm is > 5%. 

Creditors Paymm Period 

" MUNISIPALITENT | MUNIGIPALITY. 

Ratio for 
2023/24 

Audited 

Ratio for 
2022/23 
Audited 

Ratio for 
2021/22 

Audited 

[ The ratio results declined from 

INTERPRETATION 

The norm for Water Distribution 
Losses is between 15% and 

30%. 

The water losses are within the 
norm but must be verified. 

The revenue growth 

percentage  measures  the 
overall revenue growth. 

The municipality’s revenue 

growth percentage has been 

negative in 2022/23, but 
improved in 2023/24. 

The ratio results fluctuate year- 

on-year during the period 

under review. The ratio 
improved to 14% in 2021/22, 

but declined to 3% in 2022/23 
which is lower than infiation. 

The Municipality must develop 

mechanisms to grow its 

revenue base. This could be 

done by considering other 
avenues of revenue 

enhancement. 

5 L I 28 860ays 2021/22 to 2022/23 from 174 
This ratio indicates the Days Days days to 258 days, but improved 

average number of days in 2023/24 to 96 Days. The 
taken for trade creditors to ratio is well outside the 

be paid. National Treasury norm of 30 

B days. It is evident from the 

il Ll liquidity ratios as discussed 
above that the Municipality 

does not have the required 

cash flow to keep up with its 

obligations. The Municipality 

has certain payment 

arrangements ~ with ~ some 

creditors. 

Irregular,  Fruitless and 88%. 85% 68% ;h? nom set for lreguiar, 
ruitless and Wasteful and 

Wasteful and Unauthorized Unauthorized expenditure is 

Expenditure to Total 0% 

Expenditure - this ratio : 

measures the extent of The municipality's raf e 
irregular, fruitless and wasteful past three financial % 

and unauthorized expenditure significantly above the no 

to total expenditure. This indicates weaknesses 
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Ratio for Ratio for Ratio for INTERPRETATION 

2021/22 2022/23 2023124 
Audited Audited Audited 

within the municipality's SCM 

The norm is 0%. processes and non- 
compliance with procurement 

regulations and guidelines. 

The municipality must 

investigate the incurrence of 
this expenditure in line with 

applicable legislation. 

Remuneration (Councillor The ratio resul'§ flucuvlat.e year- 
N on-year but is within the 

memunstaton b National Treasury norm of 25% 
Employes Refated Costs) - 40%. Given the liquidity as % of Total Operating A40%. e iauidiy 
Expenditure - indicates the p?sman .Of the Munlclp.a'llly.. it 

B " will be wise for the Municipality 

extent to which expenditure to control its payroll budget. 
is applied to the payment of 
personnel. 
The norm is 25% - 40%. 

c:mracted Servic;s as ; % &% % 1% Cbon!raged Servifo;s", rastni/: f‘\i’s 

of Total perating above the norm of - r 
Expenditure - indicates the all three financial years. 

extern‘ ‘t‘o which  the This is an indication of the 
munnqpalltles resources are absence of a Contract 

committed . fowards Management policy and over 

contracted services  to reliance on contracted services 
pe"?"“ Muricipal ‘related to perform municipal related 

functions. The norm is 2%- functions. The municipality must 
5%. consider the filling of critical 

vacancies in line with any new 

organogram that may be 

proposed in the recovery 

process. 
It is imperative for the 

Municipality to analyse its 

contracted services to find 

ways to reduce this 
expenditure. Key is also to 

understand which services can 

fall within this category. 

Budget Implementation 

Capital Budget Variances indicate 

Implementation Indicator B Ak =2 discrepancies  in  project 

planning and budgeting. 

The norm is 95% to 100% 

suiget * mpioneniaton [N B " ey e 
Indicator inaccurate budgeting or poor 

financial management control 

The norm is 95% to 100% in respect of budget 

management. 
Operating Revenue Budget The poor 
Implementation Indicator 24 L indicates a challes 

capacity to 

The norm is 95% to 100% ineffective billing and 

control, weakness 
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Ratio for Ratio for Ratio for INTERPRETATION 

2021/22 2022/23 2023/24 

Audited Audied Audited 

compilation of budgets or 

issues of financial controls and 
Management of the 

municipality. Improvement 
noted in 2023/24. 

Billed Revenue Budget The ratio is performing fairly 

Implementation Indicator well. 

The norm is 95% to 100% 

23 SERVICE DELIVERY 

The service delivery pillar key findings that were identified during the status quo assessment and the 

proposed FRP activities are summarized in Table 7. 
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3. PART THREE: 

341 PHASE 1: MUNICIPAL RESCUE PHASE 

Given that this intervention has been invoked as a result of a crisis in the financial affairs of the 
municipality, in this phase of the recovery plan, emphasis will be placed on the cash and cash 

position of the municipality, as well as restoring some of the basic principles of good financial 

management. The strong emphasis on improving the cash position is to create an availability of 

resources to address some of the most immediate and visible service delivery challenges. Cost 

cutting measures must be implemented. However, an emphasis on cash and municipal finances 

does not preclude the municipality from addressing governance and institutional issues. 

In this phase, emphasis also leans towards “quick wins” - what are the issues that require relatively 

little effort or resources to be addressed, but would make meaningful inroads towards the overall 

recovery process? 

The phase is expected to last between 6 to 8 months. A few critical, high-level indicators have 

been selected to guide this phase of the recovery plan. Progress on meeting these indicators will 

be monitored monthly by the Oversight and Monitoring Committee (or the working group if monthly 

monitoring is delegated to them) as well as the Implementation Team. The Oversight and 

Monitoring Committee can also approve updating of the targets as implementation of the plan 

progresses. 

The 6 high level indicators selected for this Phase are: 

Progress towards a Funded Budget; 

Daily Cash and Cash Balances; 

Cost Containment; 
. Debtors Collection Rate; 

. Payment of Creditors; and 

. Ring-fencing of Conditional Grants. 

In addition, indicators relating to the capital programme and the reduction of unaccounted, 

irregular, fruitless and wasteful expenditure have been included. High level targets for governance 

and service delivery are specified separately. 

3.1.1 Financial Targets 

The Financial Targets for Phases 1, 2 and 3 are summarised in Table 10. 

A financial forecasting model has been developed to set financial targets for the FRP over the MTREF 

period. The financial model escalation formulas used an average annual inflation rate of 4% and local 

growth of 2% per annum over the recovery period. Grounded on adherence to the set budget 

parameters, it is anticipated that the municipality will progressively return to financial sustainability over 

a 3-year period as illustrated in the table below. If key operational efficiencies are achieved in line with 

FRP Implementation Plan, it could be expected that the projected cash shortfall of R62 million at the 

end of the 2024/25 Financial Year will improve to a cash shortfall of R13 million at the end of the 

2027/28 Financial Year. The forecasting model is flexible, and figures will be adjusted annually al|gned 

with the revised FRP activities to facilitate sustained financial health improvement. The munlc 

adherence to the Financial Recovery Plan will be monitored in terms of its achievement of 

for revenue and expenditure set out in the financial forecasting model. 
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4. PHASE 2: STABILISATION/RECOVERY PHASE (12 - 24 MONTHS) 

In this phase of the recovery process, the focus is intended to shift from quick and visible wins to 

addressing and institutionalising the achievements of Phase 1. Financial targets under Phase 1 will 

still be monitored and additional targets may be added from work undertaken in Phase 1. 

With regard to the maintenance of infrastructure, the emphasis will be on strategies to address longer 

term reductions in water losses. Issues of organisational overstaffing will also be addressed by 

implementing the redesigned organogram that is fit for purpose. The focus of the financial recovery 

plan is to address the underlying financial crisis. Organisational and governance issues will be 

considered in so far as they contribute to the financial crisis. 

The expectation is that during this phase, the municipality needs to develop and approve all 

infrastructure plans, including but not limited to Integrated Infrastructure Asset Management Plan, 

Electricity Master Plan (incl. Electrification Plan), Water and Sanitation Master Plan, Water Service 

Delivery Plan, Water Conservation and Water Demand Management Plan, Fleet Management Plan, 

Roads and Stormwater Plan, Integrated Transport Plan, Integrated Waste Management Plan and the 

Human Settlements Plan. The municipality also needs to ensure that there is 100% expenditure on 

all grants. The municipality must ensure that all SCM and HR policies are complied with and limited 

unauthorized, irregular and fruitless and wasteful expenditure is incurred. The municipality needs to 

fully develop realistic maintenance and repair plans and execute on these plans. The municipality 

must continue to make payments to Eskom until the account is fully up to date. 

The Oversight Committee will recommend when it is appropriate for the implementation for the FRP 

to move from phase 1 to phase 2. The National Treasury’s MFRS unit will be asked to confirm that 

they agree with this assessment. At this point, it may also be necessary to update the details of the 

activities and targets for the second phase of the FRP. The table below sets out targets for the first 

six months of this phase, further targets for the rest of the phase will need to be approved by the 

Oversight Committee. 

41 MUNICIPAL STABILISATION PHASE (8 — 24 MONTHS) 

This is the second phase of the Amended Financial Recovery Plan and encompasses the bulk of the 

recovery processes. The focus of this phase is on ensuring that: 

« Meter audits are performed and broken meters are replaced; 

Meter readings are performed accurately; 

The billing system is cleansed and updated; 

Cost-reflective tariffs are approved, adopted and implemented; 

lllegal connections are curbed; 

The financial management and reporting system is improved; 

Infrastructure is refurbished and all aging infrastructure is replaced; 

Policies that currently do not exist within the municipality are developed and approved, 

All Master Plans are developed and approved; and 

Bylaws are developed and approved. o 
e 

o 
0 

0 
0 

s 
o 

o 

To ensure the achievement of this stabilisation program, it is critical that all the recurring strategies from 

the Rescue Phase are regularly monitored, and remedial measures executed to prevent a! 

any possible regression. This phase is expected to last between 8 (eight) to 24 (twenty-four)'® 

longer depending on the progress that would have been made by the KLM. 
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5. PHASE 3: SUSTAINABILITY PHASE (BEYOND 24 MONTHS OR THE TERMINATION OF 
PHASE 2) 

In this phase of the recovery process, the focus is to ensure the institutionalization of processes in 

Phase 1 and 2 of the recovery processes. It is also envisaged that the municipality will consider long- 

term planning and issues necessary to ensure the sustainability of the municipality’s finances. The 

municipality is expected to conform to norms set for financial ratios and to ensure that plans are put 

in place to buffer the municipality in the event of national or provincial economic and fiscal shocks. 

The municipality will be expected to execute on all the property, plant and infrastructure strategies 

that would be developed and refined during phases 1 and 2. All the infrastructure must be realistic 

and be implemented timeously. 

The Oversight Committee will recommend when it is appropriate for the implementation for the 

Mandatory FRP to move from phase 2 to phase 3. The National Treasury’s MFRS unit will be asked 

to confirm that they agree with this assessment. At this point, it will be necessary to develop and 

agree the details of the activities and targets for the third phase of the Mandatory FRP. This will be 

approved by the Oversight Committee. 
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6. PART FOUR: MONTHLY REPORTING ON ACHIEVEMENT OF TARGETS: KANNALAND 

MUNICIPALITY 

As was outlined in the preceding sections this Mandatory FRP will be subject to oversight by an 

Oversight and Monitoring Committee which will report directly to the Ministers of CoGTA and Finance 

and the Provincial Executive of the Western Cape. Thus, the Oversight Committee will direct the 

intervention, monitor progress and unblock any challenges that may hinder the success of this 

intervention. This Committee will have the authority to approve that certain actions from the FRP should 

be prioritized or delayed, and to refine or amend individual activities. Consequently, the reporting and 

oversight measures recommended in this Mandatory FRP shall be deemed mandatory, thus 

necessitating strict adherence to the prescribed approach. 

« The Municipal Manager must submit Monthly Progress Reports to NT MFRS, the Municipal 

Council, and the Oversight and Monitoring Committee. In this function, the Municipal 

Manager must: 

o Conduct necessary quality assurance processes to verify performance. 

o Confirms/certifies that decisions of the Council/EM/Mayor are consistent with the 

Mandatory FRP. 

o Maintains a record of decisions on Mandatory FRP implementation. 

« The Municipal Manager must submit quarterly implementation progress reports to the 

Executive Committee, Council, NT MFRS and the Oversight and Monitoring Committee; 

o The Oversight and Monitoring Committee must conduct quarterly reviews on the 

effectiveness of the Mandatory FRP and whether the root causes are being progressively 

addressed; 

« The Municipal Manager must submit a Portfolio of Evidence for claimed performance on a 

quarterly basis to MFRS and for Oversight and Monitoring Committee for review; 

e The Municipal Manager and heads of the directorate must sign individual performance 

scorecards/ agreements for each financial year that incorporates the Mandatory FRP; 

e The SDBIP and IDP and ‘Strategic Plan’ must be revised for alignment with the Mandatory 

FRP; 
o All monthly Mandatory FRP Progress Reports must be tabled and discussed in monthly 

Top Management meetings; 

e No decision (Executive, Legislative or Admlnlstratlve) should be approved by Council, 

Executive Mayor and Accounting Officer that contravenes or defeats the Mandatory FRP 

and its objectives; 

e The Municipal Manager must assign an official in his office to coordinate implementation 

and reporting on the Mandatory FRP; and 

o The Municipal Manager must sign off all Mandatory FRP implementation progress reports 

before submission to Executive Committee, Council, NT MFRS and Oversight and 

Monitoring Committee. 

A schedule of reporting and meetings is provided in Table 12. 
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Table 12: Comprehensive Schedule of Reporting and Committee Meeting Dates: 

No. Report for Report due from Report considered Considered by Considered by 

month OF municipality ON by War Room ON WC Executive BY  Political Oversight 

Committee 

1| Aug 2025 07 Sep 2025 10 Sep 2025 15 Sep 2025 20 Sep 2025 

2 | Sept2025 07 Oct 2025 10 Oct 2025 15 Oct 2025 20 Oct 2025 

3| Oct2025 07 Nov 2025 10 Nov 2025 15 Nov 2025 20 Nov 2025 

4| Nov 2025 07 Dec 2025 10 Dec 2025 15 Dec 2025 20 Dec 2025 

5 | Dec2025 07 Jan 2026 10 Jan 2026 15 Jan 2026 20 Jan 2026 

6| Jan2026 07 Feb 2026 10 Feb 2026 15 Feb 2026 20 Feb 2026 

7 | Feb2026 07 Mar 2026 10 Mar 2026 15 Mar 2026 20 Mar 2026 

8| Mar2026 07 April 2026 10 April 2026 15 April 2026 20 Apr 2026 

9 | April 2026 07 May 2026 10 May 2026 15 May 2026 20 May 2026 

10| May 2026 07 June 2026 10 June 2026 15 June 2026 20 June 2026 

11| June 2026 07 July 2026 10 July 2026 15 July 2026 20 July 2026 

12| July 2026 07 Aug 2026 10 Aug 2026 15 Aug 2026 20 Aug 2026 

13| Aug 2026 07 Sep 2026 10 Sep 2026 15 Sep 2026 20 Sep 2026 

14| Sept 2026 07 Oct 2026 10 Oct 2026 15 Oct 2026 20 Oct 2026 

15| Oct2026 07 Nov 2026 10 Nov 2026 15 Nov 2026 20 Nov 2026 

16| Nov 2026 07 Dec 2026 10 Dec 2026 15 Dec 2026 20 Dec 2026 

17| Dec 2026 07 Jan 2027 10 Jan 2027 15 Jan 2027 20 Jan 2027 
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7. PART FIVE 

71 STAKEHOLDER IMPLEMENTATION SUPPORT 

ENTITY SUPPORT 
National = Funding for SMART Meter Installation Program: 4500 AMR 
Treasury meters), to replace all old conventional and prepaid meters to 

mitigate tampering, illegal connections, and billing errors. 
NT MFRS FRP Implementation Advisory Support. 
MFIP FM Advisor deployed. 
Tools: Tariff Assessment, VR Reconciliation, etc. 
Monitoring of Budget Funding Plan implementation. 
Deployment of financial accounting specialists to deal with 
accounting and system errors. 

» mSCOA oversight to cover: 
o Governance of mMSCOA implementation, i.e., roadmaps in 

place and adequate, Steering Committee in place and 
functional, champions appointed and active. 

o Promote the use of the FAQ database for all queries and 
report updates via forums (i.e., MAF, AWC). 

o Initiate a benchmarking exercise with George and 
Hessequa municipalities to investigate the functionality of 
the SAMRAS system. 

= Monitoring of in-year reporting and MFMA compliance. 
= Avail expert to verify the monthly Eskom account. 

WC Department | = Conduct workshop for Council on the distinction between the 

of Local Council's role and that of the administration. 
Government = Conduct a workshop for the Council on the Customer Care and 

Credit Control Policy, as well as to educate councillors on the 
importance of aligning resolutions with approved policies and 
legislation. 

« Establishment of centralized complaints management 
system under the office of the Municipal Manager. 

= Assist with DRDLR negotiations for the expansion as well as 
the provision of new burial spaces in Ladismith and Van 
Wyksdorp. 

= Engage department of cultural affairs and sports (DCAS) for full 
funding of and management of sports facilities. 

= Guide process to conduct a review and benchmarking exercise 
of municipal Rules of Order to comply with current legislative 
requirements (MSA, MFMA), and adopt the revised Rules by 
Council resolution. 

= Support to finalise, approve, and operationalise the ICT 
Strategic Framework aligned to municipal goals and risks. 

= Assistance with development of required policies/By-Laws. 
= Councillor training in the following areas: 

Rules of order; 

Roles and responsibilities; 
Code of Conduct for Councillors. 

WC Provincial 
Treasury 

0
0
0
0
0
 

MPAC. 
Disciplinary Regulations for Senior < 
Managers, GNR 344, GG 34213, dated 
21 April 2011 and the Municipal 
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ENTITY SUPPORT 
Regulations on Financial Misconduct 
Procedures and Criminal Proceedings, 

GNR 430, GG 37699, dated 30 May 
2014. 

= Provide a list of ICT Governance Policies, advise on 

implementation and workshop. 
= Assist with establishment of a functional ICT Steering 

Committee. 
= Grant funding for the procuring of a firewall solution, and a 

backup server. 

= Grant funding for water quality testing kits. 
= Assist with skills audit. 
= Advise on compliance with the Regulations on Appointment and 

Conditions of Employment of Senior Managers, GNR 21, GG 
37245 dated 17 January 2014, read with the Municipal 
Regulations on Minimum Competency Levels as amended. 

= Assist with the development of HRD Strategy. 
= Seconding officials with technical skills to the municipality 

pending the appointment of qualified officials. 
= Assist with establishment of a Communications and Public 

Participations Unit. 
= Municipality identified Calitzdorp to create an ICT disaster 

recovery site. This should be carefully evaluated during the 

investigative phase — GRDM willing to assist — DLG to facilitate 
discussions. 

Municipal = Implement MISA’s Capacitation Program and skills transfer 
Infrastructure from service providers. 
Support Agent = Assist to apply for MIG grant for waste disposal site closure and 
(MISA) rehabilitation. 

= Assist with the biometric time attendance system linked to 
payroll. 

= Deployment of civil engineer. 

Eskom = Eskom Capacity Support Program. 

LGSETA = Funding for learnership programmes on technical skills for local 
communities. 

Garden Route = Deployment to assist with Bid Committee’s. 
DM = Avail expert to verify the monthly Eskom account. 

= Municipality identified Calitzdorp to create an ICT disaster 
recovery site. This should be carefully evaluated during the 

investigative phase — GRDM willing to assist — DLG to facilitate 
dis 

SALGA = Assist with AFS preparation, including capacity building. 

DWS = _Funding for Water and Sanitation Master Plans. 

7.2 REPORTING FRAMEWORK: PROGRESS AGAINST TARGETS 

The municipality must report monthly on each key activity included in the FRP Implemen] n Plan 

(Annexure A). The implementation plan will be used as basis to develop a progress\{eporting 

dashboard with the following fields: (Example only for illustrative purposes) 

Page 91



Kannaland LM Final FRP 

. 
VL KANNALAND 

Per FRP Implementation Plan: Information: 

Phase Financial Rescue 

Pillar Financial Management 

Key Activity Budget Management 

L « Develop a budget process plan, which will include 
Key Activity consultation during each stage of the budget process 

(internally and externally). 
+  Prepare and implement a credible Budget Funding Plan 

(BFP) for 2025/26 MTREF period. 
*  Report BFP progress monthly against set financial 

targets. 
+  PT budget assessment to verify compliance and funding 

status. 
+  Compilation of a credible and cash-funded budget that 

incorporates realistic indigent figures. 
* Negotiate with local business for strategic partnering in 

infrastructure maintenance and development. 

Problem Statement Preparation and approval of unfunded budget. 

Responsible CFO and Budget Manager 

Start Date At the initiation of the rescue phase 

End Date During rescue phase 

Key Performance Indicator Approval of realistic and funded budget 

Financial Target 

Steps taken 

Progress made 

Financial impact recorded 

Other noteworthy 

developments 
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7.3 CONCLUSION: STRATEGIC ASSESSMENT AND CORRECTIVE ACTIONS AS 
REQUIRED: 

The development of this Mandatory Financial Recovery Plan (FRP) is instituted in terms of section 

139(5)(a) of the Constitution, read in conjunction with section 139 of the MFMA, as a response to the 

historic and persistent financial and institutional challenges faced by the KLM over the past couple of 

years. These challenges have severely impacted the KLM’s capacity to render service delivery and 

execute governance, financial management and institutional processes. Implementation of this 

Mandatory FRP aims to address these challenges and improve the overall functioning of the 

municipality. A number of key success factors are crucial for the effective implementation of this 

Mandatory FRP. These include the following, among others: 

. Financial Reporting: Accurate financial reporting, preparation and submitting of complete 

information to address qualified audit opinions and disclaimer audit opinions. 

Linking FRP Activities to Financial Outputs: It is important to align FRP activities with 

key financial outcomes such as increasing revenue, budget management and reducing 

expenditure. 

Mobilizing Resources: Identifying and mobilizing the necessary human and financial 

resources, as well as clarifying the roles and responsibilities of relevant stakeholders, is 

critical for successful FRP implementation as outlined in Section 142 of the MFMA. 

Alignment with Support Packages: Ensuring that national and provincial Section 154 

Support Packages align with the FRP will provide additional assistance in achieving the 

desired outcomes. 

Performance Assurance: It is important to address the assurance level of claimed 

performance against Mandatory FRP targets through effective monitoring and evaluation 

mechanisms. 
Quarterly Monitoring: Regular measurement of financial outcomes and progress against 

the FRP is crucial to ensure its success. 

Consequence Management: Mandatory FRP strategies should be aligned with the 

Performance Agreements of senior management. The MFMA provides for consequences 

in cases of non-compliance, and invoking Section 216(2) of the Constitution, which allows 

for the withholding of equitable share, can be considered if necessary. 

Employee Costs: Mandatory FRP strategies should be aligned with current critical skills 

requirements and an approved organogram. 

By adhering to these key success factors, the KLM can effectively implement the FRP and work towards 

sustainable financial recovery, improved governance, and service delivery. 
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8. PART SIX: RECOMMENDATIONS 

It is recommended that: 

« The Kannaland LM Mandatory Financial Recovery Plan be submitted to the MEC of Finance in 

the Province for approval in terms of Section 143(2) of the MFMA. 

* The Western Cape Provincial Support Package for Kannaland LM be aligned with the priorities 

as set out in Phase 1: Financial Rescue. 
* An Oversight and Monitoring Committee be established to direct the intervention, monitor 

progress and unblock any political challenges that may hinder the success of this intervention. 

¢ A Technical Intervention Team be assembled to constitute a Technical War Room (together 

with senior officials) that must drive implementation and provide written reports to the Oversight 

and Monitoring Committee. 

o The Municipal Manager drafts an internal and external communication plan to support effective 

communication throughout the intervention. 

« The municipality in the 1% two phases of implementation also report progress on the detailed 

practise directives included in the FRP Implementation Plan relating to UIF&W and Human 

Resource Management matters. 

ENDORSEMENTS 

APPROVAL BY MEMBER OF THE PROVINCIAL EXECUTIVE COUNCIL (MEC) 

1, Deidre Baartman, MEC for Finance in the Western Cape Province approve this Financial Recovery 

Plan for Kannaland Local Municipality in terms of section 143(2) of the Municipal Finance Management 

Act, No. 56 of 2003 (“the MFMA"), as a binding Financial Recovery Plan for the mandatory intervention 

proved by the Provincial Cabinet on 13 December 2023 in terms of section 139 of the MFMA and 

@ ion 139(5) of the Constitution of the Republic of South Africa, 1996. 

ZQZG%ERNMENT 
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ANNEXURE A: FRP IMPLEMENTATION PLAN 

The FRP Implementation Plan identified the root causes of the financial problems and provide for the 

strategies and accompanied corrective actions with set timeframes and responsibilities. The data fields 

are in compliance with the FRP criteria as set out in Section 142 of the MFMA). 

ANNEXURE B: STATUS QUO ASSESSMENT REPORT 

The Status Quo Analysis Report provides an outline of the identified key issues and their root causes, 

which formed the basis for the preparation of the strategic interventions under the FRP. 
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