t
¥ Province of the 0

9y " ' PR Provines ofthe
)3} EASTERN CAPE N — Ao EASTERN CAPE

Cooperative Governance g M
’%\‘é‘ OFFICE OF THE PREMIER

Cooperation g 17 s

and Traditional Affairs DEUTSCHE ZUSAMMENARBEIT

Evaluation of Operation Clean Audit: Eastern Cape

Final Report

Produced by Impact Economix for the Eastern Cape Provincial Government: Office of the
Premier and GIZ (South Africa)

27 April 2015

Economix

Developing Competitive Economies. Places & People
www.impacteconomix.com



http://www.impacteconomix.com/

Evaluation of Operation Clean Audit: Eastern Cape: 27 April 2015

Prepared by Impact Economix (www.impacteconomix.com) for the Eastern Cape Province: Office of the Premier.

This report has been independently prepared by Impact Economix. The Evaluation Steering

Committee was responsible for overseeing the Evaluation and included the following

members:

Table 1: Steering Committee members

Organisation Name Surname | Position
Glz Godje Bialluch Component Manager
Governance Support Programme

Glz Provincial Coordinator: Governance
Jabulile | Nxumalo | Support Programme

COGTA-EC Sizwe Gomomo

Office of the Premier: Nodumo | Mbaliso PME Specialist: Economic

Eastern Cape Government Development Sector / Cluster

Office of the Premier: Candice | Morkel General Manager: Performance

Eastern Cape Government Monitoring and Evaluation

COGTA-EC Sibongile | Nkosi OCA Project Coordinator

Eastern Cape Treasury Pheleka | Ntantala

The Steering Committee met and provided comments at various stages (including meetings
held on 20 January, 15th and 24th March, 15 April 2015) and approved reports associated

with various milestones of this evaluation.

Submitted by:
Rae Wolpe
Impact Economix

P.O. Box 13446, Mowbray 7700
Rae@impacteconomix.com

Tel: 021 685 9663

WWW.impacteconomix.com

Document Versioning and Control

Submitted to:
Ms Candice Morkel

Eastern Cape Provincial Government: Office

of the Premier

Bhisho
Candice.Morkel@otp.ecprov.gov.za
Tel. 040 6093325

Report Version

Date Report
Submitted to
Steering Committee

Date Steering Committee Comments
Received by Impact Economix

1% Draft 24 March 2015 NA

Presentation at

Steering Committee

on 24" March
2" Draft 30" March 2015 Friday 10" April 2015
Final Draft 15" April 2015 Wednesday 22" April 2015
Final Draft Tuesday 28thApril Not applicable

2015



http://www.impacteconomix.com/
mailto:Rae@impacteconomix.com
http://www.impacteconomix.com/
tel:040%20609%203325

Evaluation of Operation Clean Audit: Eastern Cape: 27 April 2015
Prepared by Impact Economix (www.impacteconomix.com) for the Eastern Cape Province: Office of the Premier.

Table of Contents

Yol [0 1T/ [=Te [o T=T 1= | £ 8
IS W0 = Vo (o )Y/ 01 PRSP 9
DefiNitioNS Of KEY TEIMIS ...coiiiiiiiiiiiii ittt 11
PIEIAICE ..ot e e e 15
Format of the REPOI ........coiiiiiiiiiieiii et 16
POHCY SUMMAIY ...t e et e e e e e e e e e e e et e e s e eeaeeeassaaaaaaeaeeesnnnes 18
EXECULIVE SUMMANY ...eiiiiiiiiiiiiiiiiieeee ettt ettt ettt ettt et e et et e e e e e e e e e e e e eeeeees 20
O [ 011 0T [ [ 1[0 o IO PP PP PPPPPPPPPPPP 28
1.1  Background to the evaluation incl. Terms of Reference ...........cccccoceeeiiiiiiiiiininnnnnn. 28
1.2  Brief overview of relevant legislative CONtEXt..............cccveeeiiieeiiiiiiiiiiee e, 29
1.3 Overview Of the aUdit PrOCESS ......ccooieeiieeee e 30
1.4  Evaluation questions from the Terms of Reference and methodology................... 33
1.5  REPOIM SITUCTUIE ...ttt et e e e et et e e e e e e e e err e e e e e e e eennnnnaes 37
1.6  Challenges incurred during the evaluation process and limitations of the
MEtNOAOIOGY ... 38
2. Findings: How was OCA Implemented and What Lessons can be Learnt? ................. 40
P2 R 1 1 (o T [0 Tox 1 o] o F PP PP P PP PPPPPPPPPPPPP 40
2.2 How was OCA EC Iimplemented? ..........ooovviiiiiiiiiiiiiiiiiiieeeeeeeeeeeeeeeeeee 40

23 Brief overview of the Western Capedsblmuni ci p

2.4  What lessons can be learnt from OCA implementation in the six municipal case
RS (10 1S 69

2.5  Conclusions and LESSONS LEAINT ......c..vueeeeee ettt aeaaees 81

3. How can the lessons learnt further inform the MSIF and District Support Model to
ensure coordinated financial management support to municipalities? ...........ccc........... 86

3.1 Other strategies and programmes in the sector carrying out similar functions to
OCA and synchronisation / collaboration issues and differences and how are they
going to be synchronized for collaboration purposes and into District Support
TS Y Tod L PRSP PPPPPPPPP 86

3.2 Isthere a [CoGTA] departmental wide strategy to sustain the improvement of audit
outcomes that has been achieved through OCA and other similar programmes? . 88

3.3  Are there any corrective measures in place to deal with the obstacles that were
faced by OCA to ensure the effectiveness of District Support Service model or
alternative MOEIS?....... o 92


http://www.impacteconomix.com/

Evaluation of Operation Clean Audit: Eastern Cape: 27 April 2015
Prepared by Impact Economix (www.impacteconomix.com) for the Eastern Cape Province: Office of the Premier.

3.4 Isthe department(s) ready to integrate OCA into District Support Services and how

is this process going to be undertaken?...........cccccvviiiii 93
4, Lessons, Conclusions and ReCOMMENTALIONS ......uiieeiiriiee et r e reaees 104
o R o1 1 o o [F o 1o o P 104
4.2  OCA IMplementation LESSONS. .......ccuuuiiiii i e e e et e e e e e e e e e 104
4.3 Recommendations on lessons learnt and proposals for improving Municipal
Support and District SUPPOIt CENLIES..........cuuiiiiii i e e e e e eaeae 107
4.4  Conclusions and Recommendations for skills and expertise needed to strengthen
successful oversight and intervention for good financial governance. ................. 110
4.5 Way Forward and NeXt StEPS ....ccvvveuiriiiii e e e e e 111
LT = (=T €= o = PP 113
Annexure 1: OCA Evaluation List of Key Informant Interviews Conducted ........................ 117
Annexure 2: Historical time-line and summary of selected OCA and OCA-relevant
Lo (oo 41T o £ PP 120
Annexure 3: CoGTA EC and PT MFMA Roles as per unsigned 2007 MOU. ...................... 126
Annexure 4: Terms of Reference for Provincial Audit Improvement Coordinating Committee
......................................................................................................................................... 139
Annexure 5: Selected OCA Operational Monitoring INStruments ..........cccooooeevviiiiiiceee e, 143
Annexure 6: OCA 2012/13 ACHION Plan ......ooeiiiiiie e 151
Annexure 7: OCA Supported Municipalities by Financial Year 2010/11 1 2013/14............ 166
Annexure 8: Selected Extracts from OCA EC Progress Reports and PAICC Minutes on OCA
Challenges, Lessons, and Recommendations ..........cccooeeeeiiiiiiiiiiiiieeeeeceeeiieee e 168
Annexure 9: Extract from 1 July 2014 OCA GM Memo on OCA Support to Municipalities
2014 AN BEYONU........ it e e e e e e e e e e e e e e e e e rrrr 177
Annexure 10: Six Municipal Case Studies: Selected Status Quo and Audit Data Trends .. 182
Annexure 11: OCA Lessons: Detailed municipal case studies data tables ....................... 191
Annexure 12: Detailed Western Cape approach to municipal support case study............. 227

Annexure 13: Other strategies, programmes, initiatives carrying out similar or related
functions to OCA incl. Presidency Municipal Assessment Tool: KPA 4 Financial

MaNAGEMENT EXIFACT ... .ttt e et e e et et e e et et e e e era e aeeeenns 241
Annexure 14: Extracts from CoGTA EC 2012 Document on Single Window of Coordination

......................................................................................................................................... 259
Annexure 15: OCA Evaluation Report Comments and Responses Tables....................... 263
Annexure 16: Evaluation Report Validation Workshop Agenda and Guidelines................ 271
Annexure 17: Evaluation Improvement Plan draft Workshop Agenda and guide............... 273


http://www.impacteconomix.com/

Evaluation of Operation Clean Audit: Eastern Cape: 27 April 2015
Prepared by Impact Economix (www.impacteconomix.com) for the Eastern Cape Province: Office of the Premier.

Annexure 18: Improvement Plan Format Template ... 277

Annexure 19: OCA Evaluation Steering Committee Comments on draft OCA Evaluation
Report and Service Provider RESPONSES........ccuvviiiiiiiiiiiiiiiiieiiiieeeeeee ettt 279


http://www.impacteconomix.com/

Evaluation of Operation Clean Audit: Eastern Cape: 27 April 2015
Prepared by Impact Economix (www.impacteconomix.com) for the Eastern Cape Province: Office of the Premier.

List of Figures
Figure 1: Audit Result Trends of 6 OCA Evaluation Municipal Case Studies: 2008/09 i

20 7 SRR 36
Figure 2 Western Cape Municipal Governance and Review & Outlook Support Model ....... 63
Figure 3 Key Western Cape Municipal Support Annual Milestones and Time-frames ......... 64
Figure 4 Eastern Cape Province Overall Audit Outcome Trends: 2003/04 - 2013/14 .......... 70
Figure 5: Operation Clean Audit: Comparison on 2012/13 - 2013/14 Audit Outcome Trend:

OCA Supported vs Non-OCA Supported Municipalities ...........ccccceeiieeeiiiiiiiiiiiie e, 70

Figure 6: Overall 2013/14 Eastern Cape Audit Outcomes: Findings on non-compliance..... 72
Figure 7 Minimum Municipal Expenditure Amonst 6 Municipal Case Studies on Financial
Management Consultants 2009/12 - 2013/14..........oouuiiiiiiiiiiiiiiiiiieeeeeeeeeeeeee e 77
Figure 7 High level Eastern Cape CoGTA EC District Service Model...........ccccceeeveeeinnnnnn, 100
Figure 8 Eastern Cape Province Overall Audit Outcome Trends: 2003/04 - 2013/14 ........ 191
Figure 9: Operation Clean Audit: Comparison on 2012/13 - 2013/14 Audit Outcome Trend:
OCA Supported vs Non-OCA Supported MuniCipalities ...........coooeeeeiiiiiiieeeeeeeeeeeen 191
Figure 10: OCA Supported Municipalities Audit Outcome Trends: 2009/10 - 2013/14....... 192
Figure 11: Eastern Cape Province: Summary of 2013/14 Municipal Audit Outcomes........ 193
Figure 12: Eastern Cape Province Overall Municipal Audit Outcomes Comparison: 2009/10

AQAINST 20L3/14 .o e e e e e e e et aaaaarrr 194
Figure 13: Eastern Cape Province: Overall Comparison of 2012/13 and 2013/14 Municipal
AUdIt OUICOME CNANGES .....oiiiiiiiiiiiiiiee ettt 195
Figure 14: Operation Clean Audit: Municipal Audit Outcome Comparison: 2012/13 OCA
supported municipalities against 2013/14 Audit OUICOMES. .......covveeeviiiiiiiiiiieeeeee e 196
Figure 15: Operation Clean Audit: Municipal Audit Outcome Comparison: 2010/11 OCA
Supported Municipalities against 2012/13 Audit OUtCOMES ........ceevieeeiiiiiiiiiiiee e 196

Figure 16: Overall 2013/14 Eastern Cape Audit Outcomes: Findings on non-compliance . 198
Figure 17: Operation Clean Audit: 2013/14 Eastern Cape Province Municipal Audit
Outcomes: Areas QUANTIEM ..........eeeiiieiiiee e e 199
Figure 18: Operation Clean Audit: Eastern Cape Audit Findings: Findings on predetermined
(o] o] [Tt 111/ TR PRPPRRR 199
Figure 19: Operation Clean Audit: Comparison of Municipal Audit Outcomes for 2012/13 and
2013/14: 6 Case Study MUNICIPANTIES .....ccoeeiieeeeeee e 200
Figure 20: Operation Clean Audit: 2013/14 Areas Qualified: 6 Case Study Municipalities. 201
Figure 21 Western Cape Municipal Governance and Review & Outlook Support Model ... 228
Figure 22 Key Western Cape Municipal Support Annual Milestones and Time-frames ..... 233

Figure 23 Western Cape Municipal Audit Transversal Challenges: 2013 ...............ccceoeeee 234
Figure 24 Municipal Support Provided by Western Cape Provincial Treasury: 2013 ......... 234
Figure 25 Western Cape Department of Local Government Organogram ......................... 238


http://www.impacteconomix.com/

Evaluation of Operation Clean Audit: Eastern Cape: 27 April 2015
Prepared by Impact Economix (www.impacteconomix.com) for the Eastern Cape Province: Office of the Premier.

List of Tables

Table 1: Steering COMMIttEE MEMDEIS .....ccoi i 1
Table 2 OCA Evaluation questions in logical SEqQUENCE............coovviiiiiiiiiiiieeeee 33
Table 3 Allocation of OCA specialists to 24 municipalities in 2011 ..., 45
Table 4 29 Municipalities that were supported by OCA during the 2013/14 financial year ... 46
Table 5 Template for monitoring OCA support weekly at municipal level: 2010/11.............. 47
Table 6 Key OCA and OCA-related mile-StONES..........cccovviiiiiiiiii et 49
Table 7 OCA Eastern cape summary budget: 2012/13 - 2014-2015 ......ccccooeeeeiiiviiiiiieeneeennn, 51
Table 8: Number of OCA Supported Municipalities per Year from 2009/10 to 2014/15 ....... 51
Table 9 Allocation of OCA specialists to 24 municipalities in 2011 ........cccccoeeeeiiiiiiiiiieeneeenns, 52
Table 10 29 Municipalities that were supported by OCA during the 2013/14 financial year . 53
Table 11: OCA official Temporarily/Permanently Seconded to Municipalities...................... 54
Table 12 OCA Eastern Cape: detailed budget 2012/13 - 2014/15........cccoeeeieeeiiiiiiiiiiiieeeeene, 55
Table 13: Audit Outcome Trend for 6 Case Study Municipalities..........cccceeeeeeeiiiiiiiiiienneeenn, 71
Table 14 Six Municipal case studies: Trends in unauthorised and fruitless and wasteful
expenditure: 2009/10 - 2013/14 ... 74
Table 15 Expenditure on consultants for financial management per support per six
Municipalities: 2009/10 - 20L3/14......ce e e aaaaaaaan 77
Table 16 Lessons for Eastern Cape Provincial municipal support for OCA evaluation ........ 83
Table 17 Current District Support Office OpPerations ...........cccceeeiieeiiiiiiiiiiii e, 95
Table 18 District Support Centre Implementation Plan ...........ccooooeviiiiiiiiiiieeeeeiee e, 96
Table 19 Lessons for OCA EC Implementation ... 104
Table 20 Chris Hani District Municipality: Capacity Profile .............cccoei 182
Table 21 Alfred Nzo District Municipality: Capacity Profile .............cccoooii 182
Table 22 Emalahleni Municipality: Capacity Profile ............ccco 183
Table 23 Intsikayethu Municipality: Capacity Profile............cccoooii, 184
Table 24 Nxuba Municipality: Capacity Profile ..o, 185
Table 25 Greater Kei Municipality: Capacity Profile...........cccooiii, 186
Table 26: Audit Outcome Trend for 6 Case Study Municipalities..............cccoeeeeeeieeeeee. 200
Table 27 Six Municipal case studies; 2012/13 - 2013/14 Audit findings on Performance
objectives and compliance with legislation ..............cccoooii i, 202
Table 28 Six Municipal case studies: 2013/14 Audit findings on pre-determined objectives
......................................................................................................................................... 202
Table 29 Six Municipal Case Studies: HR Compliance issues detected by the AGSA- EC
2000/10 - 2003/04 .. 203
Table 30 Six Municipal case studies: 2013/14 AG Findings on non-compliance................ 204
Table 31 Six Municipal case studies: 2013/14 AG findings regarding accuracy and disclosure
Lo 01 {0 1= 4o o [P 205
Table 32 Six Municipal case studies: 2013/14 AG findings regarding financial management
1o 1= o] =SSR 205
Table 33 Six Municipal case studies: Trends in unauthorised and fruitless and wasteful
expenditure: 2009/10 - 2013/14 ... .o 206
Table 34 Six Municipal Case Studies: Main reasons for audit opinions 2009/10 - 2013/14 206
Table 35 OCA approach and proCess: LESSONS ........cccvvvviiiiiiiiiie e 208
Table 36 OCA and Municipal ownership: I8SSONS ..........oouviiiiiiiieeeeee e, 209


http://www.impacteconomix.com/

Evaluation of Operation Clean Audit: Eastern Cape: 27 April 2015
Prepared by Impact Economix (www.impacteconomix.com) for the Eastern Cape Province: Office of the Premier.

Table 37 Effectiveness of OCA support provided to six municipal case studies: lessons .. 210

Table 38 OCA support: intensity of SUPPOIt: IESSONS ........coooeiiiiiiiiie e 212
Table 39 Level of Municipal satisfaction with OCA SUPPOIT ........coooeiiiiiiiiieeeeen 213
Table 40 Other financial management support provided to six municipal case studies...... 215
Table 41 OCA support and coordination: 1€SSONS ..........ceuuuuiiiiieeeriiiiiiiee e e 218
Table 42 Selected OCA support provided to six municipal case studies ..........ccccccceeeennn.. 220

Table 43 Municipal perceptions on adequace of OCA skills providedOCA Skills provided 222
Table 44 Types of financial management governance challenges still being experienced as

well as types of support still needed per municipal case study ..........ccccceeeveeeriiiiiiiiicnnn e, 222
Table 45 OCA and implementation of OCA support: I€SSONS ..........ccvvvviiiiiieeeeieiiiiiiee e, 223
Table 46 OCA support and building municipal financial management capacity: lessons ... 225
Table 47 Municipal staekholder recommendations for strengthening OCA support........... 226
Table 48 NT FIMCMM PrOCESS ......ccuutiiiiieeeeiieetiieas s e e e e e eeetiaas s e e e e e e eesataaas s e e eaaeesaaaannaaaeaes 247
Table 49 PT Ten priority municipalities to receive SUPPOIt .........cooovveeeeeiiieeeeeeeeeeeeeeeeeeeen 251
Table 50 Draft Evaluation Report Steering Committee Comments template ..................... 264
Table 51: Recommendations validation table................ccooo 264
Table 52 Evaluation Report Management Response Template..............cccoeeeeeeeieeeeeeeeen, 269


http://www.impacteconomix.com/

Evaluation of Operation Clean Audit: Eastern Cape: 27 April 2015
Prepared by Impact Economix (www.impacteconomix.com) for the Eastern Cape Province: Office of the Premier.

Acknowledgements

This evaluation would not have been possible without the support of the Evaluation Steering
Committtee as well as the six municipalities which participated as case studies. Impact
Economix would like to thank them for participating in and contributing positively towards the
evaluation process, in addition to the following individuals:
1 Mr Stanley Khanyile, CoGTA EC Superintendent General, who has supported this
evaluation as a means to identifying lessons learnt for the purpose of informing
improvementstothe Provi nceds support function to munici
1 Godje Bialluch and Jabulile Nxumalo from GIZ for facilitating the contract process
and providing facilities for the Steering Committee to utilise;
1 Nodumo Mbaliso and Candice Morkel from the Eastern Cape Office of the Premier
for coordinating the Steering Committee and helping to unblock blockages as and
when these arose;
1 Ms Sibongile Nkosi from the OCA Programme Coordination Office who tirelessly
provided a wide range if historical documents and data on OCA Eastern Cape; and
91 Dereck Ollson, Eastern Cape Manager: Auditor General of South Africa, who
provided municipal data from the AGO6s infor mi
notice and despite competing deadlines. This data has provided additional insights
on municipal challenges and the effectiveness of OCA and other relevant municipal
support initiatives.


http://www.impacteconomix.com/

Evaluation of Operation Clean Audit: Eastern Cape: 27 April 2015
Prepared by Impact Economix (www.impacteconomix.com) for the Eastern Cape Province: Office of the Premier.

List of acronyms

AFS annual financial statements

AGSA Auditor General of South Africa

APP Annual Performance Plan

B2B Back to Basics (COGTA National)

BMZ German Ministry for Economic Cooperation and Development.

BTO Budget Treasury Office

CEO chief executive officer

CFO chief financial officer

CoGTA Department of Cooperative Governance and Traditional Affairs

CoGTA-EC Eastern Cape Department of Cooperative Governance and Traditional
Affairs

DLG Department of Local Government (WCG)

DM district municipality

DPW Department of Public Works (Eastern Cape)

DPME Department of Performance Monitoring and Evaluation

DPSA Department of Public Service and Administration

DSC District Support Centre (Eastern Cape)

FMCDS Financial Management Capacity Development Strategy (National
Treasury)

FMCMM Financial Management Capability Maturity Model (National Treasury)

FMPPI framework for managing programme performance information

FNB First National Bank

Glz Deutsche Gesellschaft fur Internationale Zusammenarbeit

GRAP Generally Recognised Accounting Practice

GSP Governance Support Programme

HOD Head of Department

HR human resources

ICT information and communication technology

IDP integrated development plan

IGR intergovernmental relations

IT information technology

LGTAS local government turnaround strategy (COGTA 2009)

LM local municipality

MASP Municipal Audit Support Programme (SALGA)

MAICC Municipal Audit Improvement Audit Committee

MFMA Municipal Financial Management Act (2003)

MGAP Municipal Governance Action Plan (Western Cape)

MGR&O Municipal Governance Review and Overview (Western Cape)

MIG municipal infrastructure grant

MIS management information system



http://www.impacteconomix.com/

Evaluation of Operation Clean Audit: Eastern Cape: 27 April 2015
Prepared by Impact Economix (www.impacteconomix.com) for the Eastern Cape Province: Office of the Premier.

MM Municipal Manager

MPAC municipal public accounts committee

MPAT management performance assessment tool
MSIG municipal systems improvement grant

MTEF Medium Term Expenditure Framework

NT National Treasury

OCA: EC Operation Clean Audit: Eastern Cape

OTP Office of the Premier

PAC public accounts committee

PAICC Provincial Audit Improvement Coordinating Committee
PCO Programme Coordinating Office (OCA)

PDO predetermined objective

PFMA Public Finance Management Act, 1999 (Act No. 1 of 1999)
PMS performance management system

PoA Programme of Action

PT Provincial Treasury

SALGA South African Local Government Association
SCM supply chain management

SCOA standard chart of accounts

SDBIP service delivery and budget implementation plan
SG Superintedent General (CoGTA EC)

ToR Terms of Reference

UIF Unauthorised and/or irregular expenditure

WCG Western Cape Government

10



http://www.impacteconomix.com/

Evaluation of Operation Clean Audit: Eastern Cape: 27 April 2015
Prepared by Impact Economix (www.impacteconomix.com) for the Eastern Cape Province: Office of the Premier.

Definitions of Key Terms

Term

Definition

Accountability

A social relationship where an actor (an individual or an agency) feels an obligation to
explain and justify his or her conduct to some significant other (the accountability
forum, accountee, specific person or agency) (Gutto, 2007).

Obligation to demonstrate that work has been conducted in compliance with agreed
rules, standards, and targets set and report accurately on work done (DPME, 2013).

Adverse audit | The financi al statements contain misst

opinion (on | confined to specific amounts, or the misstatements represent a substantial portion of

financial the financial statements. (AGSA. July 2014)

statements)

Asset (in financial | Any item belonging to the auditee, including property, infrastructure, equipment, cash

statements) as well as debt due to the auditee. (AGSA. July 2014)

Baselines A description of the status quo, usually statistically stated, that provides a point of
comparison for future performance.

Clean audit (on | The financial statements receive a financially unqualified audit opinion and there are

financial no material findings on the quality of the annual performance report or non-

statements) compliance with legislation. (AGSA. July 2014)

Coordination

A process in which two or more parties take one another into account for the purpose
of bringing together their decisions and/or activities into harmonious or reciprocal
relationd (Kernaghan and Siegel|, 1987,
6t he devel opment of ideas about joint g
dialogue between agencies, process of planning and makingdec i si ons &6 P
(2004:106).

The all-important duty of interrelating the various parts of the work (Gunlick, 1937).
6The instruments and mechani sms that
alignment of tasks and efforts within the public sector. These mechanisms are used
in order to create a greater coherence and to reduce redundancy, lacunae and
contradictions within policies, i mpl eme
2010).

The sharing of information, resources and responsibilities to achieve a particular
outcome (New Zealand State Services Commission. 2008. Factors for Successful
Coordination).

ai

Culture

The ideas, customs, and social behaviour of a particular people or society (Oxford
Dictionary).

An integrated system of learned behaviour patterns which are characteristic of the
members of a society and which are not a result of biological inheritance (Hoebel
1966).

Departmental-ism

Hood (2005: 22-23) refers to Departmentalism - the tunnel vision, mutual export of
problems and preoccupation with defending institutional turf in what has been termed
6vertical sil osbd.

Delivery A negotiated agreement between key partners who will work together to deliver on an

Agreement outcome. The lead coordinating department will provide the leadership and will be
assisted by all key role players (Presidency, 2010).

Disclaimer of | The auditee provided insufficient evidence in the form of documentation on which we

opinion (on | could base an audit opinion. The lack of sufficient evidence is not confined to specific

financial amounts, or represents a substantial portion of the information contained in the

statements) financial statements. (AGSA. July 2014)

Effectiveness

The extent to which objectives are achieved or expected to be achieved, against
predetermined and stated objectives.

11
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Evidence Signs or indications of something (www.oxforddictionaries.com):

Financial and | The performance of internal control and monitoring-related tasks by management and
performance other employees to achieve the financial management, reporting and service delivery
management (as | objectives of the auditee. These controls include the basic daily and monthly controls

one of the drivers
of internal control)

for processing and reconciling transactions, preparing regular and credible financial
and performance reports as well as reviewing and monitoring compliance with
legislation. (AGSA. July 2014)

Financial AFinanci al management is the system by

Management business are planned, directed, monitoredandc ont r ol |l ed t o enah
goals to be achieved. d (National Treas\
Model. 2014).

Financially The financial statements contain no material misstate me nt s (see

unqualified audit| mi sst atementd) . Unl ess we express a cl

opinion (on | on either the annual performance report or non-compliance with legislation, or both

financial these aspects. (AGSA. July 2014)

statements)

Fruitless and | Expenditure that was made in vain and could have been avoided had reasonable

wasteful care been taken. This includes penalties and interest on the late payment of creditors

expenditure

or statutory obligations as well as payments made for services not utilised or goods
not received. (AGSA. July 2014)

Impact The medium to long-term results of achieving specific outcomes.
Indicators Quantitative or qualitative factor or variable that provides a simple
and reliable means to measure achievement, to reflect the changes connected to an
intervention, or to help assess the performance of an organisation.(DPME, 2013)
Input The financial, human, and material resources used for the delivery of outputs.

(DPME, 2013).

Integrated Service
Delivery

The process of bringing, and fitting, together government services in order to provide
seamless services to citizens (Kernaghan, 2005).

Internal control/key
controls

The process designed and implemented by those charged with governance,
management and other personnel to provide reasonable assurance about the
achievement of the auditeebds objective
reporting, the effectiveness and efficiency of operations, and compliance with
applicable legislation.

It consists of all the policies and procedures implemented by auditee management to
assist in achieving the orderly and efficient conduct of business, including adhering to
policies, safeguarding assets, preventing and detecting fraud and error, ensuring the
accuracy and completeness of accounting records, and timeously preparing reliable
financial and service delivery information. (AGSA. July 2014)

Irregular
expenditure

Expenditure incurred without complying with applicable legislation. (AGSA. July 2014)

Joint programme

A national development priority, the planning and implementation of which requires
the involvement of various organs of state either within a particular sphere of
government, or in different spheres of government.

a) Programmes that require a cross-departmental involvement in the planning,
budgeting and delivery of services.

b) A number of departments are often responsible for a specific aspect of the
programme, but none is responsible for it in its entirety.

c) Programmes that require integration rather than mere co-ordination. (DPSA. 2006).

Law

A law sets out standards, procedures and principles which must be followed.

Leadership (as one

The administrative leaders of an auditee, such as municipal managers and senior

12
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of the drivers of
internal control)

management.
It can also refer to the political leadership (including the mayor and the council) or the
leadership in the province (such as the premier). (AGSA. July 2014)

Leadership A process whereby an individual influences a group of individuals to achieve a
common goal (Northouse, 2007).
Organising a group of people to achieve a common goal (Wikipedia),
Material finding | An audit finding on the quality of the annual performance report or non-compliance
(from the audit) | with legislation that is significant enough in terms of either its amount or its nature, or
(SCM, HR | both these aspects, to be reported in the audit report. (AGSA. July 2014)
management, IT
controls)
Material An error or omission that is significant enough to influence the opinions or decisions
misstatement  (in | of users of the reported information. Materiality is considered in terms of either its
financial rand value or the nature and cause of the misstatement, or both these aspects.
statements or | (AGSA. July 2014)
annual
performance
reports)
Negotiation Discussion aimed at reaching an agreement.

Negotiating is the process of getting the best terms once the other side starts to act
on their interest (McCormack, 1997).

Negotiation is a field of knowledge and endeavour that focuses on gaining the favour
of people from whom we want things (Herb Cohen, 1982).

Organisational
culture

A basic definition of organisational culture is necessary to provide a point of
departure in the quest for an understanding of the phenomenon. Martins and Martins
(2003, p 380) state the general defi
shared meaning held by members, distinguishing the organisation from other
organi sationso.

I n relation to the above def i ni t iganisation®l
culture is the distinctive norms, beliefs, principles and ways of behaving that combine
to give each organisation its distinct
organisational culture distinguishes one organisation from another organisation.
Therefore, organisational culture is to an organisation what personality is to an
individual (Johnson, 1990).

nit

Oversight
structures as well
as coordinating
and monitoring
departments

Oversight structures consist of the provincial legislatures, the portfolio committees on
local government and the National Council of Provinces.

Coordinating or monitoring departments include the Department of Performance
Monitoring and Evaluation, the National Treasury and provincial treasuries, the
national and provincial departments of cooperative governance as well as the offices
of the premier. (AGSA. July 2014)

Oversight

Aln the South African context, oversi

legislative organ s of state to scrutinise and oversee executive action and any organ
of state. It follows that oversight entails the informal; and formal, watchful, strategic,
and structured scrutiny exercised by legislatures in respect of the implementation of
laws, the application of the budget, and the strict observance of statutes and the
Constitution. In addition and most importantly, it involves overseeing the effective
management of government departments by individual members of Cabinet in pursuit
of improved service delivery for the achievement of a better quality of life for all
citizensbo (Parliament of the Republic

g

Performance

A pre-determined signal that a specific point in a process has been reached or result
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indicators achieved. The nature of the signal will depend on what is being tracked and needs to
be very carefully chosen. In management terms, an indicator is a variable that is used
to assess the achievement of results in relation to the stated goals/objectives.
(DPME, 2013).

Performance A system for assessing performance against stated goals and objectives (DPME,

measurement 2013).

Performance Quantifications of desired goals. They describe what specific inputs and activities

Targets should achieve over a specified time period. They are specific quantitative or
gualitative goals against which actual outputs or outcomes will be compared. (DPME,
2013).

Performance The minimum acceptable or expected level of performance (DPME, 2013)

standards

Policy A policy outlines what a ministry hopes to achieve and the methods and principles it

will use to achieve them. It states the goals of the ministry. A policy document is not a
law but it will often identify a need for new laws in order to be able to achieve its
goals.

Policies, strategies,
programmes and
projects

Statements of what government seeks to achieve through its work and why.
Strategies are sequentially structured descriptions of how these policies will be
enacted. Programmes (outside of the budgeting context) are high-level, big-picture
plans showing how strategies will be implemented. Projects are specific conceptually-
linked sets of activities intended to achieve particular results that will lead to the
achievement of programme goals.

Programme The co-ordinated organisation, direction and implementation of a portfolio of projects

Management and activities that together achieve outcomes and realise benefits that are of strategic
importance.

Qualified audit | The financial statements contain material misstatements in specific amounts, or there

opinion (on | is insufficient evidence for us to conclude that specific amounts included in the

financial financial statements are not materially misstated. (AGSA. July 2014)

statements)

Silo Mentality Page (2005:141) gives a lengthy exposition of silo mentality-It refers to a position
where policy problems are defined, processed and handled on the basis of the
intellectual and physical resources of the particular organisation that is handling it
(see also Mulgan, 2005).

Supply chain | Procuring goods and services through a tender or quotation process and monitoring

management (SCM)

the quality and timeliness of the goods and services provided. (AGSA. July 2014)

Result-based
management

This approach to management is based on four pillars:

9 definition of strategic goals which provide a focus for action;

1 specification of expected results which contribute to the achievement of these

goals; and the alignment of programmes, processes and resources in support

of these expected results;

1 on-going monitoring and assessment of performance, integrating lessons
learnt into future planning; and

1 improved accountability for results (whether programmes made a difference
in the lives of ordinary South Africans)

Unauthorised
expenditure

Expenditure that was in excess of the amount budgeted or allocated by government
to the auditee, or that was not incurred in accordance with the purpose for which it
was intended. (AGSA. July 2014)
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Preface

Improving municipal audit outcomes is a key component of improving municipal service
delivery and developmental local government outcomes such as job creation and poverty
reduction. Provincial government has a crticial role to play in supporting municipalities to
comply with legislation as well as to enhance their administrative and service delivery
capacity and effectiveness.

Operation Clean Audit played an important role in this process. However, certain challenges
were experienced and it is critical that all relevant stakeholders learn from these challenges
ad identify lessons to inform improving Provincial support which can effectively assist
municipalities to carry out their mandates in a transparent and accountable manner.

It is hoped that this evaluation will be part of a broader multi-stakeholder learning process
which can contribute towards the achievement of improved municipal audit results in the
years to come through more effective Provincial support to municipalities.

SIGNATORY TO BE DECIDED BY OTP
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Format of the Report

This evaluation report is divided four main sections as follows:

1. Policy Summary of the Evaluation.
2. Executive summary.
3. Main Evaluation Report.
4. Annexures.
The policy summary of the evaluation describes

recommendations for senior decision-makers.

The executive summary provides a snapshot of the whole evaluation. This includes the aim
of the evaluation, the key findings, and the main conclusions and recommendations.

The main report provides a detailed evaluation and is structured as follows:
1. Introduction including evaluation questions, design, and methodology.
1.1 Brief background to the evaluation;
1.2 Brief Overview of the relevant legislative context;
1.3 Brief overview of the auditing process;
1.4 Evaluation questions and methodology;
15 Report structure; and
1.6 Challenges incurred during the evaluation and limitations of the evaluation
methodology.

2. Findings: How was OCA implemented in the Eastern Cape?

2.1 What was the OCA approach and model and what methodology was used to
deploy [OCA] resources?

2.2 OCA Resources: How much was allocated for the project [OCA] and
how was [OCA] funding utilized?

2.3 What municipal audit and OCA implementation lessons are contained in the
OCA documents? and

24 Did the [OCA] project have mechanisms for transfer/transition from
disclaimer to qualified opinion?

3. OCA lessons from Six Municipal Case Studies.
3.1 Municipal audit results achieved,;
3.2 OCA approach and process and municipal ownership;
3.3 OCA coordination including monitoring and reporting;
3.4 OCA services and skills; and
3.5 Municipal implementation of OCA support

4. How can the lessons learnt further inform the MSIF and District Support Model to ensure
coordinated financial management support to municipalities?
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4.1
4.2

4.4

4.5

4.6

Brief overview of the Western Cape municipal support model and approach.
Which other strategies in the sector are addressing the same thematic areas
as that of the OCA, incl. PT programmes, and what is the extent of similarities
and differences and how are they going to be synchronized for collaboration
purposes and into District Support Services?

Is there a departmental wide strategy to sustain the improvement of audit
outcomes that has been achieved through OCA and other similar
programmes?

Are there any corrective measures in place to deal with the obstacles that
were faced by OCA to ensure the effectiveness of District Support Service
model or alternative models?

Is the department(s) ready to integrate OCA into District Support Services
and how is this process going to be undertaken?

5. Conclusions and Recommendations:
(a) How lessons learnt can further inform the Municipal Support Intervention

Framework or other modalities of support incl. the Eastern Cape District Support
Services Model (through the Municipal Support Intervention Framework (MSIF))

(b) Recommendations for skills and expertise to strengthen successful oversight and

intervention for good financial governance.

6. Annexures.
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Policy Summary

This evaluation has been commissioned by the Eastern Cape Provincial Government: Office
of the Premier with funding support from the GIZ: South Africa, as part of the Governance
Support Programme. The overall purpose of this evaluation, as specified in the Terms of
Reference (TOR), is to ensure that lessons from past Eastern Cape Operation Clean Audit
(OCA) implementation inform improvements to Provincial support to municipalities.

Evaluation Desigh and Methodology: This evaluation follows a mixed-methods approach
which includes six municipal case studies, interviews with 50 key informant interviews, and
analysis of documents including AGSA audit reports and other documents on OCA or related
initiatives.

Main findings and conclusions: A total of about R129 million was spent on OCA EC
between 2010/11 i 2013/14 with about R25 million of this going towards travel and
accommodation (of specialists at municipalities) costs. OCA worked with between 15-25
municipalities per year over this period. The audit outcomes for municipalities in the
provinces have generally improved although not as rapidly as planned and hoped as a result
of support coordination challenges, municipal capacity challenges, municipal commitment to
OCA support, and political interference. In 2009/10 there were 22 municipalities with either
disclaimers (19) or adverse findings (3). In 2013/14 this had improved by ten municipalities
to thirteen municipalities (1 with adverse and 12 with disclaimers). Regression in some
municipal audit findings have also been experienced - an indication that the benefits of
municipal support have not always been sustainable due to municipal capacity, and/or
leadership challenges, and/or ineffective support.

Lessons learned: A number of changes are required in the way Provincial government (PT
and CoGTA) provide financial management and governance support to municipalities in
order to improve effectiveness and impact.

Recommendations for improving Municipal Support including effective District

Support Centres includet he need to i mprove Provincial gover
monitoring system (including a more effective role for inter-governmental structures) and the

need for OTP, PT and CoGTA EC to agree on a joint approach to supporting municipalities,

including clear and specific municipal financial and governance support roles for each

Department, and to put in place joint planning, management and monitoring processes and

structures. Only once clarity and agreement has been achieved on these issues should PT

and CoGTA municipal support staffing and budget issues begin to be addressed, including

the allocation of staff to District Support Offices. Strategy and approach should inform

structure.

Recommendations for skills and expertise needed to strengthen successful oversight
and intervention for good financial governance: In addition to improving the functioning
of inter-governmental structures at the Provincial and District level, steps need to be taken to
improve the effectiveness of MPACs as well as for OTP to conduct an indepdendent
evaluation of the effectiveness of the Provincial municipal fraud reporting and investigation
system.
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An improvement plan to implement this evaluations recommendations needs to be
developed by OTP, PT and CoGTA EC and submitted to Cabinet for approval.

19


http://www.impacteconomix.com/

Evaluation of Operation Clean Audit: Eastern Cape: 27 April 2015
Prepared by Impact Economix (www.impacteconomix.com) for the Eastern Cape Province: Office of the Premier.

Executive Summary

Introduction:

This evaluation has been commissioned by the Eastern Cape Provincial Government: Office
of the Premier with funding support from the GIZ: South Africa, as part of the Governance
Support Programme. Impact Economix was appointed on 8" January 2015 to undertake the
evaluation.

The overall purpose of this evaluation, as specified in the Terms of Reference (TOR), is to
ensure that lessons from past Eastern Cape Operation Clean Audit (OCA) implementation
(what worked well and what did not work well in terms of supporting different categories of
municipalities to sustainably improve audit outcomes) inform improvements to Provincial
support to municipalities, including the design of an effective District Support Service Model.

Evaluation Design and Methodology:

This evaluation follows a mixed-methods approach which includes six municipal case
studies, interviews with key informant interviews, and analysis of documents including AGSA
audit reports and other documents on OCA or related initiatives.

The following six municipal case studies were identified (these received different levels of
OCA support and have different levels of capacity) to gather detailed evidence on what
worked well and what did not work well with the OCA model/ approach/ and support
services.

a) Two District Municipalities: Chris Hani and Alfred Nzo (these received intensive OCA

support in 2013);
b) Two Local Municipalities: Emalahleni and Instiska Yethu; and
c) Two Plenary (low capacity) Municipalities: Nxuba and Great Kei.

A total of fifty (50) key informant interviews were conducted. These key informants were
distributed as follows: Thirty-three (33) municipal officials (Mayors, MMs, CFOs,
chairpersons of audit committees and MPACSs, internal audit units, Directors Corporate
Services), nine (9) OCA support officials, five (5) Eastern Cape Provincial Government
officials, one National Treasury official, one SALGA official and one GIZ official (and
previous OCA specialist).

This data was analysed and triangulated to ensure that wherever possible data from more
than one source was used to inform the findings and conclusions for each evaluation
guestion. This strengthens the validity of the evaluation as well as the confidence in the
findings, conclusions and recommendations.

Main findings and conclusions:

A total of about R129 million was spent on OCA EC between 2010/11 7 2013/14 with about
R25 million going towards travel and accommodation (of specialists at municipalities) costs.
OCA worked with between 15-25 municipalities per year over this period with support
varying in intensity from periodic one week visits to municipalities, to more intensive three
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month visits, to the secondment of OCA officials to service in acting positions as MMs or
CFOs at municipalities while municipalities sought to fill these positions with permanent
candidates.

Municipal Audit results achieved: The audit outcomes for municipalities in the provinces
have generally improved between 2003/2004 and 2013/2014. In 2009/10 there were 22
municipalities with either disclaimers (19) or adverse findings (3). In 2013/14 this had
improved by ten municipalities to thirteen municipalities (1 with adverse and 12 with
disclaimers). 23 municipalities out of 45 improved their audit outcomes when comparing the
2009/10 and the 2013/14 financial years. A slightly higher proportion (34%) of OCA
supported municipalities improved their Audit Outcomes compared to Non-OCA supported
municipalities (19%) between 2012/13 7 2013/14. 3 of the 18 municipalities supported by
OCA in 2012/13 regressed in their audit outcomes whilst 6 improved for the 2013/14 audit. 4
of the 24 municipalities supported by OCA in 2010/11 financial year regressed in their audit
outcomes whilst 5 improved. This regression in audit findings is an indication that the
benefits of municipal support have not always been sustainable due to municipal capacity
and/or leadership challenges.

Some of the main concerns with repeated negative municipal audit findings relate to
procurement management, unauthorised, irregular and fruitless and wasteful expenditure,
and material miss-statements (found in 22 or almost 50% of municipalities in the 2013/14
audit). The amounts of unauthorised, irregular, and fruitless and wasteful expenditure are
often fairly large (in proportion to the overall municipal budgets) with at least R500 million in
unauthorised and fruitless and wasteful expenditure (both identified and not identified by
management) being identified for the six municipal case studies for the 2009/10 and 2013/14
financial years. The trend data shows that there has not always been a favourable
downward trend between 2009/10 and 2013/14 which is a negative reflection on indicators
which should have shown improvement over time if audit action plans had been effectively
implemented and if political interference in SCM had been avoided.

The findings on predetermined objectives in 2013/14 show that the main repeated finding

was Areported information not wusefuld in 33 muni
reliabl ed i n Re§ardingaompliange with HR legislation in 2013/14, the AG

identified various issues in each of the municipalities and these show a range of serious HR

challenges which are likely to pose challenges with respect to improving audit outcomes.

There has been a large increase in spending on consultants for financial management
assistance in the last two financial years (2012/13 7 2013/14) with over R60 million being
spent in the six municipal case studies since 2009/10. This is an indication that either
government support initiatives are under-resourced and cannot provide the level or intensity
of service needed, or that they are not able to provide all the required support services
and/or skills.

While there have been some improvement in audit results, it is likely that this improvement

has not been as rapid and wide-spread as it could have been due to a number of complex
and inter-related challenges which include:
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(a) Poor coordination of support across interventions as well as weaknesses in the
operation of inter-governmental coordinating structures;

(b) Challenges with OCA management and reporting and internal coordination with other
support Directorates within CoGTA, as well as the lack of escalating strategic issues
i mpacting on OCAb6s effectiveness to HoD and |

(c) Challenges with buy-in and commitment to OCA support was found in some
municipalities and this resulted in poor implementation and sustainability of OCA
support that had been provided;

(d) Political interference in administrative processes contributed to the growing volume of
irregular expenditure;

(e) Instability and lack of continuity at both a political and administrative level impacting
on changes in senior municipal management and a lack of sustained momentum in
implementing audit action plans; and

(f) Lack of sufficient financial management staff capacity to absorb OCA, and other,
support at some municipalities which resulted in the benefits of such support not
being sustainable and the regression in, and/or continually repeated negative, audit
findings.

One of the core issuesregarding f i nanci al governance is that th
institutions need to operate effectively, namely the Section 79 Committees, Council, audit

committee, risk committee and MPAC. It is clear that MPACs are generally not able to

function effectively due to lack of leadership agreement on their roles (due to a legislative

vacuum) as well as lack of administrative and research resources to support their effective

functioning.

In addition there need to be effective fraud reporting, investigation and disciplinary
processes. Key informants indicated that the processes to filter fraud reports and complaints
submitted to the national fraud hot line (0800701701), which are then forwarded to the
Provincial Office of the Premier for further action is not effective.

Each of the six municipalities have reported still requiring financial management and
governance support in a range of different areas which include (but is not limited to)
strengthening MPACSs, strengthening SCM internal controls, resolving assets issues,
improving financial reporting, strengthening the performance management system (e.g.
cascading performance agreements), and assistance with debt collection and revenue
generation strategies (including improving indigent registrations). It is going to be important
for PT and CoGTA to engage and coordinate which department is responsible for providing
what kinds of support.

Lessons learned:

Theme Lessons for Eastern Cape Provincial municipal support

OCA 1. Improving municipal audit outcomes requires sound management,
approach and administrative and governance capacity, skills, processes and systems
process and to be in place. Therefore, a holistic, comprehensive and coordinated
municipal support approach and response is needed from both national and
ownership
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provincial Treasuries and CoGTA Departments.

2. The past OCA approach did not generally promote municipal ownership,
was not cost efficient, often resulted in unsustainable support being
provided, and was poorly coordinated.

3. The proposednewOCAapproach from a CoGTA
demando appr oac hHowewel th maximiseotiei s e
effectiveness of Provincial municipal support the following elements
need to be in place:

a. The municipal leadership should ideally be open to receiving support
or want support.

b. Municipal managers need to be involved in a process to identify their
support needs and priorities.

c. National and Provincial departments, as well as other support
partners such as SALGA and the private sector etc, then need to
define their support roles and actions.

d. Ideally these actions need to be captured in the form of a document
(which can be called a Municipal Support Action Plan or MSAP in the
mean time) which is then submitted to and approved by municipal
leadership (Council).

e. Provincial government needs to provide a combination of transversal
as well as special project support to municipalities from head office,
as well as coordinate and administer the effective functioning of
certain inter-governmental monitoring structures, as well as District
level hands-on technical support by qualified specialists,

f. The Municipal Managers and Mayors then need to take responsibility
for monitoring the implementation of the MSAPs and reporting
progress. Municipal performance management systems also need to
be further developed and effectively implemented and managed,
including following disciplinary processes where appropriate.

g. Municipal oversight structures (e.g. audit and risk committees and
MPACS) need to be effectively resourced and supported in order to
operate effectively.

h. Challenges with the implementation of MSAPs need to be escalated
to the appropriate level and PT and CoGTA EC need to have
effective processes in place to address these challenges.

4. ltis important that the FMCMM model self-assessment results is used to
inform the development of coordinated Municipal Support Action Plans.

5. Each municipality needs to have a certain minimum financial
management staffing capacity (filled posts) in relevant financial
management support areas before hands-on or training support is
provided to that municipality in a specific aspect of financial
management.

6. Itis vital that Provincial government adopt a partnership, as opposed to
a big brother, approach to supporting municipalities and that all
processes are carefully designed to achieve municipal ownership of any
support which is provided.

7. Municipal support plans (called Municipal Governance Action Plans in
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the Western Cape) need to be developed for the lower capacity,
vulnerable municipalities through joint interaction between the
municipality and PT and CoGTA EC.

Management of municipal support requires pro-active managers with
carefully developed performance agreements which include KPIs for
resolving transversal constraints impacting on improved municipal audit
outcomes (e.g. effective MPACSs, effective ICT and document
management systems, appointment of competent MMs and CFOs which
meet minimum competencies etc.).

OCA
coordination
including
monitoring
and reporting

All role-players involved in providing support to municipalities need to
participate in both Provincial and District-level inter-governmental
structures of various kinds whereby organisation and municipal- specific
support plans are presented and shared to allow for the identification of
duplication, synergies and coordination opportunities.

It is ideal that PT should be the primary driver of municipal financial
management support as part of their mandate in the MFMA and that
CoGTA EC provide a range of governance and service delivery support.

OCA services

Provincial support skills which are needed included skills in GRAP. In

and skills addition, good experience with and knowledge of municipal legislation
and governance issues is required on the part of Provincial support
officials. It is probably appropriate that PT focus on providing support
officials with GRAP skills and that PT take responsibility for driving
municipal financial management support in terms of its mandate under
the MFMA.

Municipal It is important for COGTA EC to prepare a carefully designed and

implementation coordinated (with organisations such as SALGA and PT) programme of

of OCAt municipal Councillor support ahead of the next municipal elections (to be

suppor

held mid 2016) so that this can be implemented as soon as practically
possible after the municipal elections.

To minimise disruptions (and, in some cases, a regression or
deterioration) in municipal service delivery and administrative reform
aimed at improving audit outcomes, it is important for Provincial
government to have a clear approach and set of pre-designed processes
to support municipalities to ensure that Section 56 and Section 57
appointments are filled as soon as possible by individuals who at least
comply with the regulations outlining minimum competency requirements
and that steps are taken to ensure that these positions are filled by
permanently appointed individuals as soon as possible after the
elections (if such positions need to be filled).

Recommendations for improving Municipal Support including effective District

Support Centres:

R1 In the short term it may be necessary to agree on an immediate support plan per
municipality outlining what support PT and CoGTA will provide to each municipality in
the Province for the 2015/16 financial year.
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R2 Coordinated municipal support begins with coordinated planning between both
Provincial departments as well as between spheres and other relevant support
organisations. Steps to improve the coordination of support need to be identified,
agreed, and actioned by both OTP, CoGTA EC, and PT EC, and include (but is not
limited to) OTP playing a leadership role in ensuring inter-governmental structures
effectively support coordinated municipal support, establishment of a joint PT/
CoGTA EC Municipal Support Committee, PT EC and CoGTA EC implementing a
coordinated approach to developing their 2016/17 APPs, and all role-players
agreeing to use the FMCMM assessment tool to develop coordinated Municipal
Support Action Plans which municipalities submit to Council for approval and which
are included in municipal IDPs.

R3 PT EC and CoGTA EC HODs to instruct senior management from PT and CoGTA
need to meet between monthly and quarterly to oversee the change process of
support approach and role clarification and agreement.

R4 The development of an Eastern Cape District support model for municipal finance
and governance support needs to be undertaken jointly by both CoGTA EC and PT
EC. However, the details of what support will be provided under this district model
should only be developed and finalised once the following has been clarified and
agreed:

A How the entire Eastern Cape Province intends to institutionalise a
collaborative, integrated, and symbiotic municipal support model;

A An overarching municipal support roles approach, model and process
between PT and CoGTA has been agreed, including streamlining municipal
assessments and monitoring and reporting processes. COGTA EC and PT EC
Departmental structures may need to be revised to reflect a coordinated
division of support roles between departments. Processes to transfer existing
human resources between departments may then need to be agreed to
reflect these revised departmental roles and structures. The PT and CoGTA
support approach should include various options for providing support in
addition to District Support Centres, such as dedicated and specialised
municipal help lines for specific issues such as elections support, legal
support, SCM support, accounting support etc. (with detailed design and
implementation of support to build on lessons identified from the Western
Cape).

R5 Clarification and agreement is then needed on specific municipal support roles
between PT and CoGTA EC as well as between the various Directorates within
CoGTA EC as well as District Municipalities. Structures and processes need to be
put in place whereby the support plans of each role-player are discussed both at an
overall National/ Provincial level, as well as at a municipal specific level. Annexure 3
provides the MFMA context for specific departmental roles however this needs to be
supplemented with the Municipal Systems and Structures Act relevant provisions
i mpacting on Departmental roles. Key infor mail
roles should include responsibility for municipal SCM support.

R6 Clarification and agreement is also needed on the roles to be played by various inter-
governmental coordination structures within the overall municipal monitoring and
support process including the monitoring of individual Municipal Support Action Plans
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in District inter-governmental forums attended by representatives of both PT and
CoGTA.

R7 A set of coordination and inter-governmental structures and processes will need to
be agreed at Provincial level and which rationalises the reporting needs of both
CoGTA (national and provincial) and Treasury (hational and provincial) to minimise
the reporting burden on municipalities. It may be necessary for OTP to ensure that
this happens (including facilitating coordination between the two departments).
Ideally the Eastern Cape Province (PT and CoGTA) can conduct a rapid learning
review tour of the Western Cape to identify lessons and good practices to inform the
refinement of the Eastern Capeds muesandi pal s
processes.

R8 PT and CoGTA need to design/ develop joint municipal monitoring and reporting
processes which are strongly aligned to strengthened inter-governmental structures
and processes.

R9 Only once clarity and agreement has been achieved on issues covered by R2-R8
should PT and CoGTA EC municipal support staffing and budget issues begin to be
addressed, including the allocation of staff to District Support Offices. Strategy and
approach should inform structure. As part of this process the possibility of PT and
CoGTA sharing District Offices should be explore to improve the cost effectiveness of
Provinci al Government 6s District Support Ser\
needs to be part of this process and there may be a need to form a PT/ CoGTA/
DPW inter-departmental committee to coordinate the process of strengthening
District Support Offices.

R10 This evaluation report to be presented to the CoGTA EC and PT EC HODs and
communicated to all Eastern Cape municipalities on the basis of a joint PT-CoGTA
communication plan.

Recommendations for skills and expertise needed to strengthen successful oversight
and intervention for good financial governance:
R11 CoGTA EC to ensure that the municipal monitoring system and processes include
key performance indicators which accurately reflect the performance and
effectiveness of municipal oversight role-players and structures including Mayors,
Speakers, Councils, the internal audit, risk management, and MPAC structures.
R12 CoGTA EC to identify actions to strengthen the effective functioning of MPACs.
These actions include, but are not necessarily limited to, ensuring that all MPACs are
properly resourced with research and administrative capacity.
R13 The OTP needs to commission and independent evaluation of the effectiveness of
the Provinceds fraud reporting and investigalt
include an evalwuation of the effectiveness of
line reporting process. In addition, COGTA must take pro-active steps to ensure that
all municipalities have approved fraud prevention and anti-corruption policies in place
as well as the resources and processes required to effectively implement these
policies. . CoGTA ECO6s monitordludekeysystem f or
indicators of the effectiveness of fraud and corruption systems.

Way Forward and Next Steps:
1. This evaluation report to be presented to the HODs of PT EC and CoGTA EC.
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2. The EC: CoGTA, EC: PT, and OTP need to draft a Management Response to the
report 0s r ecommdmdyattihcensPr esi dencyds templ ate &
3. AnIntegrated (across OTP, CoGTA EC and PT EC) Improvement Plan then
needs to be developed by both the EC: LGTA ai
guidelines This must then be submitted to Provincial Cabinet for approval.
4. The results of the evaluation will be communicated with municipalities throughout the
province (and ideally the the evaluation report circulated to all municipalities on the
basis of a joint PT-CoGTA EC communication plan.
5. OTP must then monitor the implementation of the Evaluation Improvement Plan and
report on implementation progress to the relevant structures.
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1. Introduction

This report presents the results of an Evaluation of Operation Clean Audit; Eastern Cape:
201006 014. Section one contains the following sub-sections:

1.1 Brief background to the evaluation

1.2 Brief Overview of the relevant legislative context

1.3 Brief overview of the auditing process;

1.4 Evaluation questions and methodology;

1.5 Report structure; and

1.6 Challenges incurred during the evaluation process and limitations of the methodology.

1.1 Background to the evaluation incl. Terms of Reference

The overall purpose of this evaluation, as specified in the Terms of Reference (TOR), is to
ensure that lessons from past Eastern Cape Operation Clean Audit (OCA) implementation
(what worked well and what did not work well in terms of supporting different categories of
municipalities to sustainably improve audit outcomes) inform improvements to Provincial
support to municipalities, including the design of an effective District Support Service Model.

The evaluation will focus on:
i.  Review of the implementation of OCA, identification of lessons learnt (good or bad);
ii. Recommendations how lessons learnt can further inform the Municipal Support
Intervention Framework; and
iii. Recommendations for skills and expertise needed to strengthen successful oversight
and intervention for good financial governance.

In 2009 the new Minister for Cooperative Governance and Traditional Affairs (CoGTA),

Sicelo Shiceka, launched Operation Clean Audit 2014 (OCA 2014). It was the signature
intervention in the incoming new government s
objective of OCA 2014 was that all 283 municipalities (now 278) and provincial departments

should achieve a clean audit on their financial statements by 2014.

Since 2009, there have been a wide range of municipal strategies and support initiatives

which have been implemented alongside OCA. The latest such strategy is COG T AfbBsa ¢ k
t o B a(lRuncheddowards the end of 2014). These strategies and their relationship to

OCA will be discussed later in this report in order to identify implications to inform
recommendations moving forward with respect to municipal support for governance and
financial management, as well as District Support Offices, in the Eastern Cape.

This evaluation has been commissioned by the Eastern Cape Provincial Government: Office
of the Premier with funding support from the GIZ: South Africa, as part of the Governance
Support Programme.
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Impact Economix was appointed on 8" January 2015 to undertake the evaluation.

1.2 Brief overview of relevant legislative context

The Municipal Finance Management Act (No. 56 of 2003) (MFMA) contains humerous
provisions which are relevant to the financial management monitoring, capacity support, and
intervention in municipalities by National and Provincial Treasury and Local Government/
CoGTA Departments. These include in summary the following:

A National and Provincial Treasury supervision over local government finance
management i Chapter 2
T Monitor and assess
A Budget preparation and implementation, including expenditure;
revenue collection and borrowing
A Compliance
A ANational and Pr ovMumcipal dpacity Building h @haptet 55 0
T By agreement assist in building capacity
T Support efforts by municipalities to identify and resolve financial problems
T Monitor and share results
T Inter-governmental relations in fiscal and financial relations
T Municipal Intervention i Chapter 13
A Discretionary
A Mandatory
A Various executive obligations of the MECs for Local Government
i In-year monitoring and reporting to the Provincial Legislature
I Budget intervention i section 26 read with section 55
I Unauthorised, irregular, fruitless and wasteful expenditure i section 32(4)
i Councill or 6si seetiomd®r/er at i on
T Annual Reporting T section 131

The MFMA Chapter 5 mandates Provincial Treasuries to monitor and support municipalities
to comply with the MFMA thereby promoting sound and sustainable financial management.

With respect to the AGSA municipal audit report, Section 131 of the MFMA states:

131. (1) A municipality must address any issues raised by the Auditor-General in an
audit report. The mayor of a municipality must ensure compliance by the municipality,
with this subsection.

(2) The MEC for local government in the province must-

(a) Assess all annual financial statements of municipalities in the province. the audit
reports on such statements and any responses of municipalities to such audit
reports, and determine whether municipalities have adequately addressed any
issues raised by the Auditor-General in audit reports: and
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(b) Report to the provincial legislature any omission by a municipality to adequately
address those issues within 60 days.

However, Section 135 of the MFMA makes it clear that the primary responsibility to avoid,
identify and resolve financial problems in a municipality rests with the municipality itself

Regarding accountability relationships it is also clear that CoGTA EC MEC is accountable to
the Provincial Executive, the Legislature, and the National Minister and Legislature.
Municipal officials and councils are accountable within the municipality, to the MEC for Local
Government and to the community.

The Municipal Systems Act (2000) also establishes principles of cooperative governance
and includes various executive obligations of the MECs for Local Government with respect
to the following:
o IDPs
Appointment of section 57 managers
Municipal Performance Management
Monitoring i section 105
Investigation i section 106
Councillor discipline

O O O O ©°

1.3 Overview of the audit process

The AG: SAb6s external audit reports provide ass.¢U
and performance information as well as their compliance with legislation. There are role

players in local government, other than the external auditors, that are also required to

contribute to assurance and confidence by ensuring that adequate internal controls are

implemented t o achieve auditeesdéd financial, service
Such assurance providers include senior auditee officials, various committees (for example,

Municipal Public Accounts Committees, performance committees and audit committees) and

internal audit units. Other role players that should provide assurance further include

oversight structures and coordinating or monitoring departments. Oversight structures

consist of the provincial legislatures, the portfolio committees on local government and the

National Council of Provinces. Coordinating or monitoring departments include the

Department of Performance Monitoring and Evaluation, the National Treasury and provincial

treasuries, the national and provincial departments of cooperative governance as well as the

offices of the premier.

The AGSA audits the following three areas- each of which is briefly described here:
a) Financial statements;
b) Reporting on predetermined objectives; and
c) Compliance with legislation.

The MFMA requires municipalities and municipal entities to compile and submit annual
financial statements for auditing by 31 August (or 30 September in the case of
consolidated financial statements) of each year. The financial statements submitted for
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auditing must be free from material misstatements. Misstatements refer to incorrect or
omitted information in the financial statements. Examples include the incorrect or incomplete
classification of transactions, or incorrect values placed on assets, liabilities or
financial obligations and commitments. The objective of an audit of financial statements is to
express an audit opinion on whether the financial statements fairly present the financial
position of auditees at financial year-end and the results of their operations for that financial
year. The following audit opinions can be expressed:

1. Clean audit outcome: The financial statements are free from material
misstatements (in other words, a financially unqualified audit opinion) and there
are no material findings on reporting on performance objectives or non-compliance
with legislation.

2. Financially unqualified audit opinion: The financial statements contain no material
misstatements. Unless we express a clean audit outcome, findings have been
raised on either reporting on predetermined objectives or non-compliance with
legislation, or both these aspects.

3. Qualified audit opinion: The financial statements contain material misstatements in
specific amounts, or there is insufficient evidence for us to conclude that specific
amounts included in the financial statements are not materially misstated.

4. Adverse audit opinion: The financial statements contain material misstatements
that are not confined to specific amounts, or the misstatements represent a
substantial portion of the financial statements.

5. Disclaimer of audit opinion: The auditee provided insufficient evidence in the
form of documentation on which to base an audit opinion. The lack of sufficient
evidence is not confined to specific amounts, or represents a substantial portion
of the information contained in the financial statements.
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DIFFERENT OUTCOMES
TO AN AUDIT -ﬂ ~
EACH ENTITY SUBMITS = )
FINANCIAL STATEMENTS
EVERY YEAR, WHICH THE
AG AUDITS. — ~
A CLEAN AUDIT UNQUALIFIED AUDIT WITH FINDINGS
m EVERYTHING DONE THE WAY IT SHOULD BE. NOT BAD, BUT COULD COMPROMISE ACCOUNTABILITY,
IF NOT ALREADY DOING SO.
f N =
QUALIFIED AUDIT ADVERSE AUDIT DISCLAIMER
DID NOT MANAGE AND ACCOUNT FOR LOTS OF PROBLEMS EVERYWHERE, AND THINGS WERE SO BAD, THEY COULDN'T EVEN PRODUCE
FINANCES TO ACHIEVE BEST RESULTS. NOTHING DONE ACCORDING TO CORRECT RELIABLE EVIDENCE TO SUPPORT FINANCIAL STATEMENTS.

RULES AND PROCEDURES.

gotop

.

Source: AGSA (October 2014).

Legislation requires auditees to report against their predetermined objectives and to submit

such annual performance reports for auditing. The objective of this audit of predetermined
objectives i s t o determine whet her t he
predetermined objectives in the annual performance report is useful and reliable

in all material respects, based on predetermined criteria. This means that the reported
performance information must be valid, accurate and complete. Since the 2009-10 financial
year, the AGSA has included a separate audit conclusion, based on the results of the audit

on predetermined objectives, in management reports.

Legislation sets out the activities that auditees are charged with in serving the citizens and
stipulate any limits or restrictions on such activities, the overall objectives to be
achieved, and how due process rights of individual citizens are to be protected. Auditees are
subject to legislation such as the Municipal Finance Management Act and the Municipal
Systems Act, of which the objectives are proper financial management and
performance management, transparency, accountability, stewardship and good
governance. The Public Audit Act requires the AGSA to audit compliance with legislation
applicable to financial matters, financial management and other related matters each year.

Material instances of non-compliance are reported in the audit report. To enhance
accountability, auditees must identify and fully disclose any unauthorised, irregular

32

rep


http://www.impacteconomix.com/

Evaluation of Operation Clean Audit: Eastern Cape: 27 April 2015
Prepared by Impact Economix (www.impacteconomix.com) for the Eastern Cape Province: Office of the Premier.

as well as fruitless and wasteful expenditure incurred. In most part, such expenditure is
incurred as a result of non-compliance with legislation.

1.4 Evaluation questions from the Terms of Reference and methodology

14.1

Evaluation Questions

The TOR contains the following evaluation questions:

a)

)

K)

What has been the annual change in audit outcomes since the establishment of
Operation Clean Audit? How many municipalities regressed, maintained and
improved

How much was allocated for the project [OCA]?

How was [OCA] funding utilized? And what methodology was used to deploy [OCA]
resources?

Did the [OCA] project have mechanisms for transfer/transition from disclaimer to
gualified opinion?

What external factors positive, supported or hindered the success of OCA.

Are there any corrective measures in place to deal with the obstacles that were faced
by OCA to ensure the effectiveness of District Support Service model or alternative
models?

Which external partners, government departments supported the [OCA] initiative?
Which other strategies in the sector are addressing the same thematic areas as that
of the OCA and what is the extent of similarities and differences and how are they
going to be synchronized for collaboration purposes?

Which other programmes in the department(s) of Provincial Treasury carry out the
same functions as OCA and how are these going to be synchronized into District
Support Service?

Is there a departmental [COGTA EC] wide strategy to sustain the improvement of
audit outcomes that has been achieved through OCA and other similar programmes?
Is the department(s) ready to integrate OCA into District Support Services and how is
this process going to be undertaken?

These questions were subsequently grouped under the following three main themes (which
correspond to the sections of this report) and into a logical sequence as follows and which
informs the structure of this report:

Table 2 OCA Evaluation questions in logical sequence

Main Evaluation Detailed Evaluation Questions

Questions

1. How was OCA 1.1 What was the OCA approach and model and what methodology was
implemented in the used to deploy [OCA] resources?

Eastern Cape

including approach | 1.2 OCA Resources: How much was allocated for the project [OCA] and
followed, use of how was [OCA] funding utilized?

resources, roles and
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responsibilities, 1.3 What municipal audit and OCA implementation lessons are contained
inter-governmental in the OCA documents?
mechanisms etc.
1.4 Did the [OCA] project have mechanisms for transfer/transition from
disclaimer to qualified opinion?
2. Lessons: What 2.1 What has been the annual change in audit outcomes since the
worked well and establishment of Operation Clean Audit? How many municipalities
what challenges regressed, maintained and improved?
were experienced
with OCA support 2.2 What worked well and what challenges were experienced with OCA
approach/ model support approach/ model and implementation in the Eastern Cape 10
and implementation /117 13/14 (from the 6 municipal case studies) in terms of the
in the Eastern Cape following themes?
107117 13/14? 2.2.1 OCA approach and process and municipal ownership;
2.2.2 OCA coordination including monitoring and reporting;
2.2.3 OCA services and skills; and
2.2.4 Municipal implementation of OCA support.
3. How can the 3.1 Which other strategies in the sector are addressing the same thematic
lessons learnt further areas as that of the OCA, incl. PT programmes, and what is the extent
inform the MSIF and of similarities and differences and how are they going to be
District Support synchronized for collaboration purposes and into District Support
Model to ensure Services?
coordinated financial
management 3.2 Is there a departmental (CoGTA EC) wide strategy to sustain the
support to improvement of audit outcomes that has been achieved through OCA
municipalities? and other similar programmes?
3.3 Are there any corrective measures in place to deal with the obstacles
that were faced by OCA to ensure the effectiveness of District Support
Service model or alternative models?
3.4 Is the department(s) ready to integrate OCA into District Support
Services and how is this process going to be undertaken?

1.4.2 Evaluation Design and Methodology

This evaluation follows a mixed-methods approach which includes six municipal case
studies, interviews with key informant interviews, and analysis of documents including AGSA
audit reports and other documents on OCA or related initiatives.

A mixed methods research design is a procedure for collecting,anal ysi ng, by
guantitative and qualitative research and methods in a single study to understand a research
problem and answer research questions. In considering qualitative research, the researcher
relied on the views of participants; asked broad, general questions; collected data consisting
largely of words (or text) from participants who were mostly municipal officials; described
and analysed these words for themes; and conducted the inquiry in a subjective, biased
manner. It is based on Constructivism with multiple realities; it is biased and inductive in

nature. Qualitative research generally invol

subjecting the data to analytic induction (e.g., finding common themes) and is more
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exploratory in nature with examples of data collection methods including interviews, open-
ended questionnaires, observations, content analysis and focus groups.

In quantitative research the researcher decides what to study; asks specific narrow
guestions, collects quantifiable data from participants (a large number of participants);
analyses these numbers using statistics; and conducts the inquiry in an unbiased, objective
manner. It is post-positivist in nature meaning that there is singular reality and that it is
objective and deductive. It generally attempts to quantify variables of interest and questions
must be measurable. It generally involves collecting numerical data that can be subjected to
statistical analysis and examples of data collection methodologies include performance
tests, personality measures, questionnaires (with closed-ended questions or open ended but
transferred to quantitative data) and content analysis. This was part of the data analysis in
the assignment.

Given the above, mixed methods involves combining or integrating qualitative and
guantitative research and data in a study. The thinking behind the use of the mixed methods
is a realisation that all methods have biases and weaknesses and therefore the collection of
both quantitative and qualitative data can minimise the weaknesses of each form of data.
Triangulating data sources as a means of seeking convergence across quantitative and
gualitative methods deals with limitations of each of the methods hence the decision to use
mixed methods.

The decision and justification to used mixed methods in this research is based on the
following considerations:

1. Both quantitative and qualitative data, together were predetermined to be able to
provide a better understanding of the research problem than either type by itself.

2. One type of research method (qualitative or quantitative) will not be enough to
address the research problem or answer the research questions as established as
established by the evaluators

3. Pragmatically, it was important to take into account and make use of multiple view
points (biased and unbiased; subjective and objective); and

4. Earlier phases of the research process could inform later phases and data collection.

The purpose of using the case study approach is to identify insights based on (primarily)
municipal perspectives of what worked well, or not, with OCA support. In other words to
learn from what happened and how it happened and better understand changes that took
place over time.

The following six municipal case studies were identified to gather detailed evidence on what
worked well and what did not work well with the OCA model/ approach/ and support
services.
d) Two District Municipalities: Chris Hani and Alfred Nzo (these received intensive OCA
support in 2013);
e) Two Local Municipalities: Emalahleni and Instiska Yethu; and
f) Two Plenary (low capacity) Municipalities: Nxuba and Great Kei.
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These case studies have been selected using the following criteria:
a) Intensity of OCA support received (5 received intensive OCA support and 1 received
minimal OCA support);
b) Combination of District, local and plenary (low capacity) municipalities; and
c) Consistently poor audit outcomes over the past few years with some showing
improvements and others not showing improvements.

Figure 1: Audit Result Trends of 6 OCA Evaluation Municipal Case Studies: 2008/09 i 2013/14

Municipalit
y
Emalahleni ‘ ‘ Quialified

Alfred Nzo
| | RO o.circd
‘ ‘ Adverse Quialified

| | | Adverse | Qualified | Qualified

2008/2009 | 2009/2010 | 2010/2011 | 2011/ 2012 | 2012/2013 2013/2014

Qualified

Qualified

Great Kei
Intsika yethu
Chris Hani

Source: AGSA. March 2015

A total of fifty (50) key informant interviews were conducted. These key informants were
distributed as follows: Thirty-three (33) municipal officials, nine (9) OCA support officials, five
(5) Eastern Cape Provincial Government officials, one National Treasury official, one SALGA
official and one GIZ official (and previous OCA specialist). OCA Officials were chosen on the
basis of providing different types of OCA services as well as whether they had provided
support to some or all of the six municipal case studies, and/or whether they had been
seconded to serve in acting positions in Municipalities.

Interviews were conducted with each of the following role-players within each of these
municipalities (with assistance frAnmexuehldor Muni ci p
list of interviews conducted):

a) Municipal Manager;

b) Chief Financial Officer;

c) Mayor/ Deputy Mayor;

d) Municipal level: Director Finance/ Corporate Services;

e) Chairpersons of the Internal Audit Committee and Municipal Public Accounts

Committee; and
f) Manager: Internal Audit Unit.

COGTA-EC and the Office of the Premier suggested that all the interview appointments for
the 6 case study municipalities be arranged through the respective offices of the municipal
managers. COGTA-EC provided a contact list for all the municipal managers and their
personal assistants.

Initial emails were sent to all 6 municipal managers on the 17" of February requesting
interviews in the two weeks that followed. Phone calls and SMS follow up were made to all
the municipal manager person assistant to try and secure the best interview date when all
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the target officials were available. Once a date was secured, the municipality was asked to
prepare an interview schedule of which official was to be interviewed at what time on the
selected date.

COGTA-EC and the Office of the Premier were requested to assist in securing interviews
with Chris Hani and Alfred Nzo after initial attempts by the research team were not
successful. COGTA-EC and the Office of the Premier contacted the municipalities and
facilitated the setting up of the interviews.

Transcripts of all interviews were produced and these, together with OCA documentation
and data provided by the AGSA EC were analysed using a coding system link to the
evaluation questions using Atlas_ti software.

1.5 Report structure
The report is structured as follows:

7. Introduction including evaluation questions, design, and methodology.
1.1 Brief background to the evaluation;
1.2 Brief Overview of the relevant legislative context;
1.3 Brief overview of the auditing process;
1.4 Evaluation questions and methodology;
15 Report structure; and
1.6 Challenges incurred during the evaluation and limitations of the evaluation
methodology.

8. Findings: How was OCA implemented in the Eastern Cape?

2.1 What was the OCA approach and model and what methodology was used to
deploy [OCA] resources?

2.2 OCA Resources: How much was allocated for the project [OCA] and
how was [OCA] funding utilized?

2.3 What municipal audit and OCA implementation lessons are contained in the
OCA documents? and

24 Did the [OCA] project have mechanisms for transfer/transition from
disclaimer to qualified opinion?

9. OCA lessons from Six Municipal Case Studies.
3.1 Municipal audit results achieved,;
3.2 OCA approach and process and municipal ownership;
3.3 OCA coordination including monitoring and reporting;
3.4 OCA services and skills; and
3.5 Municipal implementation of OCA support

10. How can the lessons learnt further inform the MSIF and District Support Model to ensure
coordinated financial management support to municipalities?
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4.2 Brief overview of the Western Cape municipal support model and approach.

4.2 Which other strategies in the sector are addressing the same thematic areas
as that of the OCA, incl. PT programmes, and what is the extent of similarities
and differences and how are they going to be synchronized for collaboration
purposes and into District Support Services?

4.4 Is there a departmental wide strategy to sustain the improvement of audit
outcomes that has been achieved through OCA and other similar
programmes?

4.5  Are there any corrective measures in place to deal with the obstacles that
were faced by OCA to ensure the effectiveness of District Support Service
model or alternative models?

4.6 Is the department(s) ready to integrate OCA into District Support Services
and how is this process going to be undertaken?

11. Conclusions and Recommendations:
(c) How lessons learnt can further inform the Municipal Support Intervention
Framework or other modalities of support incl. the Eastern Cape District Support
Services Model (through the Municipal Support Intervention Framework (MSIF))
(d) Recommendations for skills and expertise to strengthen successful oversight and
intervention for good financial governance.

12. Annexures providing more details on selected issues covered in the evaluation.

1.6 Challenges incurred during the evaluation process and limitations of the
methodology

The following challenges can be mentioned and are relevant when interpreting the results of
this evaluation:

1. A challenge with the case study approach is that the available municipal officials
were not always in position from the beginning to the end of OCA (2010-March
2014). As a result we could not always obtain municipal information on certain issues
(e.g. on OCA support, other similar support being received, and municipal
expenditure on consultants assisting with financial management).

2. There are a number of challenges involved in evaluating to what extent OCA support
was effective in terms of improving municipal audit outcomes. These include:

a. The fact that there were multiple support interventions taking place at the
same time in the same municipalities and that these sometimes overlapped
both in the support provided in certain areas and how these impact on
different audit areas. Isolating which intervention was responsible for what
audit change is almost impossible;

b. The link between provision of OCA support and effective implementation of
that support by the municipality, as well as the sustainability of OCA training,
mentoring and advice provided given that municipal officials often change
jobs and leave one municipality for another, was often weak. So while
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3.

effective OCA support may have been provided, this support would not
necessarily be implemented and translate into audit improvements; and

c. It was difficult to investigate sequences in detail regarding what OCA support
provided when at municipal level as depended on the recollection of officials.
Linking support to changes in audit findings is also tricky due to the specific
time-frames involved in the provision of support and the audit process time-
frames. OCA documentation did contain details of what support was provided
to each municipality but it is difficult to trace this through the financial year
and into the subsequent audit process and period; and

d. Obtaining qualitative data on municipal stakeholder perceptions of the
effectiveness of OCA support is complex as municipal stakeholders can have
a range of motivations for providing either negative or positive feedback
regarding OCA effectiveness. For example, a Municipal Manager or CFO who
was a previous OCA specialist may view OCA in a more positive light. On the
other hand, a Municipal Manager or CFO of a municipality that has not
achieved much improvement in audit outcomes may lay the blame at the door
of OCA, whereas the actual problem may lie with either the nature of OCA
support and/or the effectiveness of municipal management and leadership in
implementing OCA support and/or with deeper structural problems related to
the financial viability and poor municipal staff capacity.

It was challenging to obtain any detailed information from EC PT and CoGTA EC on
the current status of District Support Services although a number of documents were
submitted to the author. This may be because the current situation is not clear or
plans have not been developed or finalised in any level of detail. This limited the
extent to which fully informed conclusions and recommendations could be made
regarding District Support Services.
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2. Findings: How was OCA Implemented and What Lessons can be
Learnt?

2.1 Introduction

This section presents results of the evidence obtained in relation to the key evaluation
guestions and themes. The results are based on an analysis of the various data sources
mentioned in the methodology (see section 1.4). The results are organised according to the
following themes and sub-sections:

2.2 How was OCA EC implemented?

2.1 What was the OCA approach and model and what methodology was used to
deploy [OCA] resources?;

2.2 OCA Resources: How much was allocated for the project [OCA] and
how was [OCA] funding utilized?;

2.3 What municipal audit and OCA implementation lessons are contained in the
OCA documents?;

24 Did the [OCA] project have mechanisms for transfer/transition from
disclaimer to qualified opinion?

2.2.1 OCA approach and model

Information on the OCA approach was obtained from interviews with OCA and Municipal
officials as well as analysing a wide range of OCA documents. A detailed historical time-line
and summary of selected OCA and OCA-relevant documents was compiled (see Annexure
2). The key OCA and selected OCA-related milestones are summarised below in
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Table 6 below and further summarised as follows:

a) The MFMA (2003) came into effect on 1 July 2004. In terms of Section 35(a) of the
MFMA, an MoU between the LGTAT EC and PT i EC was drafted in 2006 which
stated the following:

(2) The parties agree that it is their intention to-

(a) give effect to the provisions of the legislation;

(b) inform their respective departments at all levels and spheres of the
mutual co-operation contemplated in this agreement;

(© meet regularly to monitor the progress of this agreement;

(d) agree on the respective roles and responsibilities of each department
in the implementation of the MFMA,;

(e) ensure that co-ordinated support and assistance is rendered to
municipalities;

) determine the other stakeholders;

(9) reach agreement on data collection and dissemination;

(h) agree on training

0] reach agreement on grey areas; and

)] agree on overlapping functions

2) The patrties further agree that in order to meet the requirements of this

agreement they have to overcome the following challenges-

(a) to co-ordinate all activities and resources earmarked for municipalities

(b) ensure that various stakeholders are involved in the co-ordination of
activities for municipalities

(© ensure that municipalities capacitate each other both horizontally and
vertically;

(d) ensure that SALGA is involved as a stakeholder

(e) to communicate the partnership agreement to all stakeholders

() to avail skilled and trained personnel to ensure that all activities
earmarked for municipalities are successful

3) The roles and responsibilities of both departments are hereby identified and
outlined as they appear in Annexure A her

The Annexure A referred to above is included in this report as Annexure 3 due to its
importance in understanding Departmental role issues in relation to the contents of the
MFMA and subsequent coordination challenges which are a theme of this evaluation.

A Memo to the MEC of CoGTA EC +-May 2007 recommended that the MEC sign the MoU

and also stated that Athere seems to be reluctar
the MoU.0The MoU was never signed by the MECs of CoGTA EC and PT and the author

has been unable to ascertain the reason that existed for this at the time.
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b)

d)

e)

f)

9)

An Eastern Cape Municipal Support Intervention Framework (MSIF) was developed
in 2007 and approved by the Eastern Cape Provincial Cabinet in 2012, however it is
not clear to what extent this was implemented (although the approach to municipal
support was still contained in CoGTA EC 2014 presentations to MuniMEC amongst
others).

OCA was launched nationally in 2009 by CoGTA National. OCA Eastern Cape was
allocated R30 million for the 2010/11 financial year and a target of employing 30
OCA managers or specialists was established. The intention was to allocate
specialists to municipalities that had received disclaimers for the 09/10 audit (At the
time there were 22 municipalities with 09/10 audit disclaimers in the Eastern Cape).

April 2010 +-March 2012 OCA was located under the CoGTA EC Municipal Support
Services Directorate. Up until sometime in 2011 OCA had eleven support focus
areas, however, this was later reduced to eight focus areas.

In +- April 2012 OCA was established as a separate unit within CoGTA and with its
own General Manager/ Chief Director and reporting to the DDG. The target was to
recruit 30 managers (16 senior). Initially, OCA support was focused on municipalities
with disclaimers, however, over time OCA support was continued and/or extended to
municipalities that had progressed beyond disclaimers for a variety of reasons.

In November 2010 the PAICC met (it is unclear if this was the first PAICC meeting as
OCA PCO was not able to supply PAICC minutes before this period). The PAICC
was supposed to be responsible for coordinating OCA implementation and was to
meet quarterly, however it only met about 5 times between 2010 and 2014 (See
Annexure 4 for the PAICC ToR).

OCA support focus areas initially involved eleven focus areas (CoGTA EC. August
2011) but his was reduced to eight focus areas as follows: ; (i) financial
management, (ii) supply chain management, (iii) human resource management, (iv)
internal audit (supporting and ensuring functionality of municipal internal audit units),
(v) oversight (supporting and assisting oversight structures within the municipality
e.g. MPAC), (vi) contracts management, (vii) environmental management
(management of and accounting for landfill sites) and (viii) infrastructure
management.

The following key support functions were performed in each area of the above focus

areas:

1 Monitor and support municipalities in the development of audit action plans.

1 Monitor the progress made on eliminating issues raised in the AG reports
subsequently listed in the audit action plans.

1 Monitor and support municipalities to develop or review and implement internal
controls.

1 Assist municipalities with preparation for compilation of AFS and audit readiness
for the annual audit by the AG by 31 August each year.
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9 Transfer of skills.

h) OCA support covered a wide range of support areas which were generally identified
at a municipal level after reviewing the municipal audit action plans. More detailed
investigations or assessments into the root causes of the audit findings were
apparently not conducted by OCA according to informants interviewed. These root
causes sometimes related to the lack of municipal financial management staff at
either or both a senior and lower levels. Because OCA was mandated to support
municipalities receiving disclaimer or adverse audit opinions, OCA support resources
were sometimes allocated to municipalities where there were no human beings/
municipal officials to be supported in some cases. This resulted in OCA officials
actually doing the work which would normally have been performed by municipal
officials. It also resulted in a lack of sustainability as OCA skills could not be
transferred to officials to carry on the work when OCA support ended.

i) The OCA 2011 approach at a detailed operational and municipal level as
summarised in an October 2011 presentation included the following:
0 Preparation of Weekly plans which are informed by management letters, Audit
Reports and Audit Action Plans;
o Fragmentation of task into weekly tasks;
0 Introductory meeting held on Monday mornings with MM or his/her

representative;
0 Present the plan to MM;
o0 Where the plan clashes with the Municipali.i

on the deliverables for that week and adjust the our plan where necessary;
0 Execute the planned work;
o0 Atthe end of the week, in the presence of the District Coordinator, give a
progress report to the MM; and
0 Prepare weekly progress reports for submission to the PCO.

i) Ingeneral, and in most cases, OCA support areas was not agreed in writing and
documented with each municipality. Nor was a report on OCA support formally
submitted to Top Management and/or Council for noting and/or endorsement before
commencement. This led to a range of challenges which will be later identified in the
six municipal case studies.

k) In some cases, OCA support areas was discussed and agreed with the MMs, and in
other cases not. It appears that OCA had a more rigorous engagement and
communication process with municipalities in the first two years, but that this became
less tightly managed and coordinated at a municipal level in the last two-three years.

A 1 July 2014 OCA Memo from the OCA GM noted the following regarding the OCA
approach:

In many cases this support is triggered or initiated by the department without an
active involvement of or participation by the beneficiary municipality.
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The consequence of this isthat in many cases the municipality does not conduct
itself in a manner that indicates an understanding of the need for this support. This
becomes costly in terms of man hours and financial resources. How does this
happen? Officials are sentto a municipality to support it in a functional area that has
been identified by the department as needing support. This identification is informed
by the audit report or some other objective measure.

The problem is that the leadership of the municipality might not have prioritised
addressing the issue which the department sees as a priority. There is therefore an
imbalance in the sense that the department is moving at high speed whilst the
municipality is either standing still or moving slowly with regards to the issue
concerned.

As a result of this imbalance the energy of the department as expressed in man
hours and money is wasted. In some cases OCA officials spend time chasing after
managers who are too busy with something else. The cost to the department is the
expenditure on travelling and subsistence claims as well as on accommodation in
hotels and bed and breakfast establishments.

This July 2014 OCA GM Memorandum contained the following recommendations to
shift from a Adepartment pushed to a municip:

a. A problem or challenge that is facing a municipality is identified either by
the municipality (preferable) or by the department. An example would be
findings by the auditor general or by monitoring and evaluation of the
department.

b. The municipality must then develop a plan to address the challenge. The
department may be called upon to assist in the development of the plan.
However, ownership of the plan remains at the municipality.

c. The plan specifies the support required from the department.

d. The municipality makes a formal written request to the department
requesting the specified support.

e. The department and the municipality agree on the specifics of the support
which must then be captured in memorandum of agreement.

f. The plan and the agreement mentioned in (ii) and (v) respectively above will
form the basis of deploying the OCA team or any other team doing similar
work.

It apparently it took four years for these lessons to be formally acknowledged and for

them to be translated into an alternative OCA approach. Six months later, in

December 2014, the MEC approved the decision to terminate OCA and transfer its

staff and budget. The new OCA approach has not therefore been implemented,

however, it contains important elements that
future support model (although the Eastern Cape municipal support approach still

needs to be updated and aligned with new national developments regarding Back to

Basics and the National Treasury Financial Management Capacity Development
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Strategy and Capability Maturity Models). Due to the importance of this Memo the
contents are reproduced in Annexure 9 for ongoing reference.

The allocation of specialists was based on a deployment model which constantly
evolved as OCA found that in some cases municipalities requested OCA specialists
be seconded to the municipality to serve in acting positions (often as acting CFOs or
MMs) where these posts had become vacant and would take some time to fill and
where there were not existing municipal staff who could be appointed in acting
positions. In other cases, OCA specialists applied for Municipal CFO or MM positions
(linked to the relationship they had developed with a particular municipality while
providing OCA support) and left OCA. As a result, OCA specialist resources started
to become depleted and increasingly thinly spread. OCA specialists were therefore
only able to spend a few days a month at any one particular municipality. In addition,
OCA specialists received a travel allowance based on the distance spent travelling to
and from municipalities and in some cases the travel allowance payments were
reportedly at a similar level to the OCA specialist monthly salaries.

As a March 2011 OCA document states, specialists were allocated as follows:

Each Cluster is supported by two (2) Specialists in SCM and (2) in Finance
who rotates amongst the six municipalities, the specialists visit each
municipality for a week where they provide hands on support. Amathola and
Chris Hani are the only Clusters with one Finance specialists and one SCM
respectively. Environmental Management, infrastructure and Internal Audit
are in a shared service model; there is one (1) specialist appointed for each
discipline and therefore responsible for all the 24 municipalities.

A 2011 OCA document illustrates support being provided to 24 municipalities
(divided into 4 clusters) in eight support areas as follows:

Table 3 Allocation of OCA specialists to 24 municipalities in 2011
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BENEFITING MUNICIPALITIES

CLUSTER: J.GQABI & CHDM ADM OR & ANDM
CACADU

Specialist 1. JoeGgabi, 1. Chris Hani, 1. GreatKaei, 1. KSD

2. Maletswai 2. Sakhisizwe, 2. Mnquma, 2. Ingquza,

3. Gariep, 3. Inkwanca, 3. Mbashe, 3. Mbizana,

4. Sundays River 4. Emalahleni, 4. Nkonkobe, 4. Ntabankulu,

5. Makana 5. Engcobo, 5. Ngqushwa, 5. Mhlontlo,

6. Koukamma 6. Nxuba 6. Alfred Nzo,

7. Umzimvubu

SC, Asset )
Management Mr. Mbilini (Man.) Mr. Madikazi (Man.) Ms L.Pani(Man)
Financial Ms.Soci  (Man.) Ms L.Ngeno (SM) Ms Mokorotlo (Man.) Ms J. Nxumalo(SM)
Management Mr. Kasvosve (Man.) Mr. Gibeni (Man.) Mr. Ngeno (Man.)
Infrastructure Mr. Nofemela (SM)

Environmental
Contract

Hr & Legal
Services

IGR
Internal Audit

Mr. Mxenge (SM)
Vacant

Mr. Sohena/Caga (SM)- seconded to Mbashe
Ms. Mtshali (Man.) Transferred to RR

Mr. Naku

(Man.) Transferred to IGR

Mrs.P Ntantala 01 March 2011

Source: OCA EC

The OCA 2013/2014 annual report shows that OCA support was provided to 29
municipalities which included municipalities that had moved beyond disclaimer or adverse
audit findings. The reasons for extending OCA support, as contained in this report, were are

as follows:

A Most of the municipalities in question were previously supported by OCA; therefore
there was a need to continue with projects that were already underway.

A

The OCA official responsible for the Oversight focus area supports municipalities in

collaboration with Municipal Administration Directorate within the department.

A

Other municipalities made special requests to be assisted by the department on

environmental management and infrastructure. It should be noted that OCA is the
only Chief Directorate that provides environmental management support to

municipalities.

Table 4 29 Municipalities that were supported by OCA during the 2013/14 financial year

O.R TAMBO AND CHRIS HANI AMATHOLE CACADU DISTRICT
ALFRED NzO DISTRICT DISTRICT
DISTRICTS
1. O.R Tambo 2. Chris Hani 3. Great Kei 4. Baviaans
District District
Municipality Municipality
5. King Sabatha 6. Intsika Yethu 7. Nxuba 8. Camdeboo
Dalindyebo
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9. Alfred Nzo 10. Lukhanji 11. Nggqushwa 12. Makana
District
Municipality
13. Mbizana 14. Emalahleni 15. lkwezi
16. Inkwanca
17. Inxuba
Yethemba

NON-OCA MUNICIPALITY

18. Engcobo 19. Nkonkobe 20. Koukamma
21. Ntabankulu 22. Amahlathi

23. Umzimvubu 24. Mnquma

25. Nyandeni 26. Mbhashe

27. Mhlontlo

28. Matatiele

29. Nelson Mandela Bay Metro

Source: OCA EC

m) The way in which OCA support at a municipal level was monitored, changed over
time. Initially, a weekly monitoring template was established in 2010/11 which used
the robot system to monitor OCA implementation at municipal level for each OCA
specialisation / support area as follows:

Table 5 Template for monitoring OCA support weekly at municipal level: 2010/11

@ 0@

Assessment criteria

SCM-Chris Hani Cluster
1. Timeousely
submission of the
2, Adherence to the
format
3. Clarity of set
objectives
4. Clarity of
achievements
5. Clarity of
recommendations

6. Level of achievement

of plans

7. All PoE attached
Source: OCA EC

03-06 May

Assessment |Comments

" JOACHEOIGH X
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It is not clear when this system ceased to be used but apparently this took place when OCA
moved from the Municipal Support Services Directorate and was placed under a separate
GM/ Chief Director as a separate unit.

At some stage, OCA operational reporting switched to monthly reports which were a
simplified version of previous progress/ monitoring reports (See Annexure 5 for the OCA
specialist monthly report template).

The way in which OCA operations was monitored evolved over time. Initially the OCA
monitoring reports included detailed monitoring of progress using a robot colour system as
well as % completed system. In addition, progress reports included provision to identify
issues which were impeding the effectiveness of OCA / municipal audit improvements and
required escalation to higher levels (see Annexure 5 for a selection of different OCA
monitoring templates which changed over time).

CoGTA disbanded/ terminated OCA in November 2014 and informed Municipal Managers. It
is possible other stakeholders may not be aware of the termination of OCA.

Table 6 below summarises some of the key OCA milestones, starting with the promulgation
of the MFMA in 2003.
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Table 6 Key OCA and OCA-related mile-stones

Date OCA and OCA-Relevant Milestones

2003 1  Local Government Municipal Finance Management Act (MFMA) gazetted and comes into effect
on 1 July 2004. The MFMA provides for various National and Provincial Treasury and CoGTA
government monitoring, capacity support, and intervention processes as well as for Treasury to
establish relevant norms and standards.

2006 1 MoU between CoGTA- EC and PT i EC is developed by both Departments in terms of Section
35(a) of the MFMA.

2007 May Internal Memorandum To MEC to sign Provincial Treasury i CoGTA EC MOU outlining MFMA

responsibilities, however, MOU is never signed.
1 November: Technical Assistance Unit compiles Municipal Support Intervention Framework
report which CoGTA: EC adopts

2008 1 April: CoGTA EC: MSIF introduced in pilot municipalities.

2009 1 Fever Tree Commission Report indicated Lack of Collaboration between Transversal
Departments.

1 OCA launched by CoGTA National Minister

T 13 October: CoGTA EC writes AOCA Concept Do
the Provincial Audit Improvement Coordinating Committee (PAICC) and Municipal Audit
Improvement Audit Commi t t ees ( MAI CCs). (APAI CC is int
OCA will be implementedo)

1  PAICC Terms of Reference (see Annexure4) state that the PAICC to meet quarterly, CoGTA
EC to chair and convene, and C o mnd progressen thiew i
programme activities to the Cabinet Committee on Government and Administration (G & A) and
ultimately to the Provincial Executive Coun
Cooperative Governance and Traditional Affairs, Salga-EC and National Treasury to promote
coordination of programmes and ensure effec

1 CoGTA EC allocates R30 million for OCA 2010/11.

2010 1 EC OCA Operational Plan 2010-11 produced with a target of appointing 30 staff (14 senior
managers and 16 Managers) and strengthening partnerships with PT including signing an MoU
and with the following milestones:

0 Atleast 27 municipalities achieving unqualified audit opinion by 2012
0 At least 33 municipalities achieving unqualified audit by 2013
o0 All 45 municipalities achieving unqualified audit by 2013

1 30 September 2010: National: Outcome 9 Local Government Delivery Agreement finalised and
advocates fASingle Window of Coordinationo.

1 November 2010 OCA: National OCA 2010/11 Plan of Action developed by National CoGTA with

Other actions identified included actions to reduce municipal debt and address municipal capacity,
such as :

il

Provinces for implementation in each Province containing 7 pages of wide-ranging and detailed
actions including identifying actions to ad
and CoGTAO :as foll ows
o Establish and ensure functionality of Provincial Coordinating Committees on Operation
Clean audit; this is Single Municipal Finance Meeting Nationally convened by CoGTA
and jointly chaired by CoGTA and NT. (Joint planning and Quarterly report backs)
0 Review deployment model and TOR of Deployees.
o MFMA priorities to form part of joint NT and CoGTA quarterly review meetings.

o Establish a provincial & district debt management working group to develop a strategy to
deal with outstanding municipal debt (FINANCE)
Provinces to establish a debt management forum to implement the strategy FINANCE
Develop a long term strategy to address the supply of skills in the market
Coordinated provincial annual training pl g
implementation.

2 November: First meeting of PAICC held (for which minutes could be obtained from OCA).

49


http://www.impacteconomix.com/

Evaluation of Operation Clean Audit: Eastern Cape: 27 April 2015
Prepared by Impact Economix (www.impacteconomix.com) for the Eastern Cape Province: Office of the Premier.

Amongst the resolutions maed2010wal munitigaldids shoukljhave
signed MOUs. 0 Noted, that poor attendance a
of the programme. 0

2011

2 February: CoGTA EC approved the extension of OCA specialists from two (2) years to three
(3) years.
1 March: CoGTA EC publishes IGR Handbook containing CoGTA: EC IGR Strategy, types and
purposes of IGR structures and template Terms of References for Structures.
18 March OCA Background Report: states 20 of 30 OCA posts have been filled on the basis of
3 year contracts. Also states that OCA has
with DBSA and Provincial Treasury through D
18 March: OCA Progress Report:

0 24 Municipalities receiving OCA support Serious weaknesses found in municipal
financial management systems, including:
Lack of proper and adequate systems of financial and internal controls.
Inadequate capacity and resources to deliver services.
Non adherence to financial policies procedures, legislative framework.

0 Lack of proper records management.
+- April OCA removed from Municipal Support Services Chief Directorate and becomes stand
along unit or fAspecial purpose vehiclebo
11 April: Second meeting of PAICC held with apologies from the SG.
18 May: Municipal elections held.
August: OCA Structure as at August 2011 identifies status of OCA posts per area of expertise.
October 2011 OCA presentation on OCA approach and identifies 18 challenges being faced.

O O o

2012

= =2 =4 =4 =4

29 February third meeting of PAICC held and 11 resolutions minuted including OCA to further
engage with CoGTA EC Directorates, as well as PT to take forward the resolutions.

February: Detailed OCA 2012/13 Action Plan finalised with pay performance areas and
activities in eight OCA focus areas.

February: COGTAECdeci des on set of municipalities
2012/13 whereby OCA specialists will spend a period of three months (instead of 1 week) at
each municipality.

March: CoGTA EC published Draft Window of Coordination document which outlines principles
for single window of coordination, classification of municipalities and 3 levels of support each
municipality should receive, as well as outlining a set of phases to the support process (as
contained in the 2007 TAU MSIF document).

4 December: PT and CoGTA MOU revised and submitted to MECs for signature but not
approved.

1

2013

February: The 2013/14 OCA Action Plan identifies 21 OCA specialists as other OCA specialists
had either been seconded to municipalities to serve in acting positions or permanently
appointed in municipalities.

June OCA April-June 2013 Quarterly Progress Report identifies OCA support provided per
municipality.

September OCA July-September Quarterly Progress Report identifies OCA support provided
per municipality.

23-25 October CoGTA EC Local Government Indaba held with recommendations developed
under the theme AStrengthening Effective Ho
December: OCA October-December 3™ Quarterly Progress Report.

2014

CoGTA presentation on EC Developmental Local Government Approach to National CoGTA on
Summarises COGTA EC Municipal Support Intervention Approach which is the same as
contained in the 2007 MSIF document. Contains 2014-19 Strategic Priorities and 2014/15
Priority Support Projects.

28 February: CoGTA EC Document: #@ADistrict S
streamlined and seamless support to municip
plan for District Support Centres as well as current staffing profile.

4 March: Fourth PAICC meeting held.

26 March OCA progress report identifies lessons and challenges and summarises new OCA
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approach.

1 7 July: Fifth and final PAICC meeting held.

T CoGTA OCA GM Memo AOCA Support To Municipal
different OCA approach and model.

1  October: CoGTA National Launches Back to Basics (B2B) approach to municipal support.

1 December 5. MEC terminates OCA and re-deploys OCA staff and budget

2015 1

2.2.2 OCA resources

Towards the end of 2009, CoGTA EC allocated R30 million for OCA for the 2010/11 financial
year and set a target to employ 30 managers (16 senior and 14 middle managers). The
overall OCA budget for the 2012/13 7 2014/15 financial years was as follows:

Table 7 OCA Eastern cape summary budget: 2012/13 - 2014-2015

2012/2013 2013/2014 2014/2015
Budget |Expenditure [Balance [Budget |Expenditure |Balance [Budget |ExpenditulBalance
Compensation of Employees 21460203 21107522) 352681128460071) 28405246 54825/25853 323| 21411146 4482177
Goods & Services 11354221 10312295) 1081926(125449%| 11866156 678840 9523580 5846601 3676979
Payment for Capital Assets 24253 1eB442) 5RY 273239 273258 1 0
BO78717) 31588259) 1490458/41278326) 40544660 733666]35416 303| 27257 747) 8159 156

Source: Eastern Cape Province: Department of Local Government and Traditional Affairs: General Manager
Operation Clean Audit (March 2015)

Total CoGTA EC expenditure on OCA for the 2010/11 7 2014/15 period was therefore in the
region of R129 million.

Overall, the number of municipalities supported by OCA changed from year to year, with the
total number of municipalities supported by OCA ranging from 29 (2013/14) to 15 (2014/15)
in each financial year between 2010/11 to 2013/14:

Table 8: Number of OCA Supported Municipalities per Year from 2009/10 to 2014/15

Number of OCA
Financial Year municipalities supported
2010/11-2011/12 24
2012/13 18
2013/14 29
2014/15 15

Source: Impact Economix analysis of various OCA documents

OCA staff were generally and initially allocated to specific municipalities for a week at a time
on the basis of a 3 month allocation schedule.
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The allocation of specialists was based on a deployment model which constantly evolved as
OCA found that in some cases municipalities requested OCA specialists be seconded to the
municipality to serve in acting positions (often as acting CFOs or MMs) where these posts
had become vacant and would take some time to fill and where there were not existing
municipal staff who could be appointed in acting positions. In other cases, OCA specialists
applied for Municipal CFO or MM positions (linked to the relationship they had developed
with a particular municipality while providing OCA support) and left OCA. As a result, OCA
specialist resources started to become depleted and increasingly thinly spread. OCA
specialists were therefore only able to spend a few days a month at any one particular
municipality. In addition, OCA specialists received a travel allowance based on the distance
spent travelling to and from municipalities and in some cases the travel allowance payments
were reportedly at a similar level to the OCA specialist monthly salaries.

As a March 2011 OCA document states, specialists were allocated as follows:

Each Cluster is supported by two (2) Specialists in SCM and (2) in Finance
who rotates amongst the six municipalities, the specialists visit each
municipality for a week where they provide hands on support. Amathole and
Chris Hani are the only Clusters with one Finance specialists and one SCM
respectively. Environmental Management, infrastructure and Internal Audit
are in a shared service model; there is one (1) specialist appointed for each
discipline and therefore responsible for all the 24 municipalities.

A 2011 OCA document illustrates support being provided to 24 municipalities (divided into 4
clusters) in eight support areas as follows:

Table 9 Allocation of OCA specialists to 24 municipalities in 2011
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CLUSTER:

Specialist

SC, Asset
Management

Financial
Management

Infrastructure
Environmental
Contract

Hr & Legal

BENEFITING MUNICIPALITIES

J.GQABI &
CACADU

Joe Gqgabi,
Maletswai
Gariep,
Sundays River
Makana
Koukamma

@ Ul E Wi =

Mr. Mbilini (Man.)

Ms.Soci  (Man.)
Mr. Kasvosve (Man.)

CHDM ADM
1. Chris Hani, 1. GreatKei,
2. Sakhisizwe, 2. Mnquma,
3. Inkwanca, 3. Mbashe,
4. Emalahleni, 4. Nkonkobe,
5. Engcobo, 5. Ngqushwa,
6. Nxuba

)
Mr. Madikazi (Man.)

Ms L.Ngeno (SM)
Mr. Gibeni (Man.)

Mr. Nofemela (SM)
Mr. Mxenge (SM)

Vacant

Ms Mokorotlo (Man.)

OR & ANDM

KSD
Ingquza,
Mbizana,
Ntabankulu,
Mhlontlo,
Alfred Nzo,
Umzimvubu

NogapwhR

Ms L.Pani (Man)

Ms J. Nxumalo(SM)
Mr. Ngeno (Man.)

Mr. Sohena/Caga (SM)- seconded to Mbashe

Services
IGR
Internal Audit

Ms. Mtshali (Man.) Transferred to RR
Mr. Naku (Man.) Transferred to IGR
Mrs.P Ntantala 01 March 2011

Source: OCA EC

For the 2012/ 13 financi al year , OCA deci
to municipalities whereby allocated OCA specialists would spend three months at each
municipality (instead of a week at a time).

ded to p

The OCA 2013/2014 annual report shows that OCA support was provided to 29
municipalities (see Table 4 below) which included municipalities that had moved beyond
disclaimers. The reasons for extending OCA support, as contained in this report, were are as
follows:

A Most of the municipalities in question were previously supported by OCA; therefore
there was a need to continue with projects that were already underway.

A The OCA official responsible for the Oversight focus area supports municipalities in
collaboration with Municipal Administration Directorate within the department.

A Other municipalities made special requests to be assisted by the department on
environmental management and infrastructure. It should be noted that OCA is the
only Chief Directorate that provides environmental management support to
municipalities.

Table 10 29 Municipalities that were supported by OCA during the 2013/14 financial year

O.R Tambo And Chris Hani District Amathole District Cacadu District
Alfred Nzo Districts

1. O.R Tambo 2. Chris Hani 3. Great Kei 4. Baviaans
District District
Municipality Municipality

5. King Sabatha 6. Intsika Yethu 7. Nxuba 8. Camdeboo
Dalindyebo
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9. Alfred Nzo 10. Lukhaniji 11. Ngqushwa 12. Makana
District
Municipality
13. Mbizana 14. Emalahleni 15. lkwezi
16. Inkwanca
17. Inxuba
Yethemba
NON-OCA MUNICIPALITY
18. Engcobo 19. Nkonkobe 20. Koukamma
21. Ntabankulu 22. Amahlathi
23. Umzimvubu 24. Mnguma
25. Nyandeni 26. Mbhashe
27. Mhlontlo
28. Matatiele

29. Nelson Mandela Bay Metro

The 2013/14 OCA Action Plan identifies the following 21 OCA specialists. Other OCA
specialists had either been seconded to municipalities to serve in acting positions or
permanently appointed in municipalities:

6 x Financial Management;

5 x Supply Chain and Asset Management;

4 x Human Resource Management

2 X Internal Audit

1 x Infrastructure Management (offering a shared service in all OCA
municipalities);

1 x Environmental Management (offering a shared service in all OCA
municipalities);

1 x Contracts Management (offering a shared service in all OCA municipalities);
1 Oversight (offering a shared service in all OCA municipalities).

)

To Do Do o DoToDe

The OCA under-expenditure relative to budget in 2014/15 is related to the loss of OCA staff
to municipalities. It was not possible to identify all OCA specialists that ended up being
seconded or permanently appointed at municipalities, however, in the six municipal case
studies investigated in this evaluation, the following secondments and appointments were
identified:

Table 11: OCA official Temporarily/Permanently Seconded to Municipalities

Greater Kei | Viwe | Mapu | Municipal Yes (Great Kei Yes (Bizana
Municipalit kata | Manager since 2014) 2013)

y

Nxuba Siphi | Caga | Municipal Yes (

Municipalit | wo Manager Nxuba)
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y

OCA Mvu | Nofe | Infrastructure: | Yes (Lukanji now) Yes
Support yisi mela | OCA Support (Mbashe in
Official Official 2014)

Currently, CoGTA EC OCA staff comprises 29 people (as of February 2015) made up as
follows: 1 General Manager, 5 project office staff and 23 project implementers. Some of
these staff are currently being used in 3 Eastern Cape municipalities where Section 139
interventions are being implemented. These OCA human resources are contracted
employees until June 2016.

The detailed OCA budget for 2012/13 7 2014/15 shows that a large portion of the budget
was spent on travel, accommodation and daily allowance costs at about R25 million over
these three financial years. The travel allowance was a significant income earner for OCA
specialists and key informants indicated that this was in some cases a perverse incentive as
it encouraged unnecessary travel to municipalities. The cost-efficiency of the OCA approach
was not ideal in terms of the expert deployment approach and travel costs involved.

Table 12 OCA Eastern Cape: detailed budget 2012/13 - 2014/15
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Adverts for Tenders
Audio Visual Equipment
Domestic Equipment
Office Equipment

Office Furniture

Laptop Bags

Computer Peropheris
Desktop Printer
Uniform & Protective Clothing
T Consumahles
Catering

Consultants
Entertainment
Stationery

Operating Leases
Accommodation

Daily Allowance

Car Rentals

S&T Km Allowance

Air Ticket

Printing & Publications
Membership & Subscriptions
Training & Development
Venues & Facilities

2012/2013 2013/2014 2014/2015
Budget Expenditure |Balance Budget Expenditure |Balance Budget  |Expenditure|Balance
43500.00] 43 500.00 0.00 0.00 0.00
8656.00 8 693.80) 0.20 0.00 0.00
8778.00 & 778,00 0.00 0.00 0.00
19038.00)  19038.00 0.00 0.00 0.00
333455.00] 333 390.00 65.00 0.00 0.00
0.00 0.00 34435.00 17285001 17150.00
0.00 30000.00 30000.00
0.00 50000.00 50000.00
0.00 0.00 §910.00 §910.00
81500.00]  81304.00 196.00 27286.000 27285.25 0.7 20740.00)  20740.00 0.00
31230.000  31230.00 0.00 23200,000 1199%6.14| 11203.86 18200.00f 9810.00)  8390.00
196356.00] 196 540.00 16.00 968 940.00) 968939.01 0.99 1049540.00| 1049 940.00 0.00
4000.00 3085.24 91176 3606.00 3106.50 439.50 2000.00)  1964.00 36.00
79900.00) 7215489 774511 5427100 5248575 178525 75000.00] 64499.00) 1050100
13267.000 1321721 49.79 0.00 0.00
5307617.00] 4420957.72| B886659.28 5854000.00] 5073570.12 780429.38 4299420.00| 3 211 828.00 1087 552.00
360820.00( 297614.73| 63205.27 426000.00] 494788.74| (68 788.74) 30600.00{ 250129.00| (219525.00)
26327.00)  25399.02 527.98 34000.000 2106627 12933.73 19000.00  6802.00) 12198.00
4009182.00] 3942039.71] 67142.29 4768 800.00| 4887225.72|(118425.72) 3360 345.00) 3199 346.00) 16099900
119441.00] 76088.89) 4335211 191200.00] 159629.44| 31570.56 98000.00] 35849.00) 6215100
280600.00] 230599.99 0.01 10045.00]  10048.36 0.4 0.00
4845.00 2526000 2319.00 3360.00 2269.100  1090.90 1090.00)  1090.00 0.00
50000.00
405469.00) 45613293  9336.07 180284.00) 15374565 26538.35 105900.00) 101603.00]  4297.00
11354221.00110312295.13| 1081 925.87) |12 544 936.00| 11866 156.25 678 839.75 9253 580.00| 7570 885.00| 1 232 695.00

Source: Eastern Cape Province: Department of Local Government and Traditional Affairs: General Manager
Operation Clean Audit (March 2015)
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2.2.3 Municipal Audit and OCA implementation challenges and lessons based on
OCA documentation

OCA progress reports and presentations consistently identified a wide range of OCA
implementation challenges and which need to inform the lessons learned. This section also
includes lessons identified extracts from minutes of the PAICC meetings which were held
between 2012-2014. Annexure 8 contains detailed extracts from OCA progress reports and
PAICC minutes which were used to inform the following lessons summary.

The challenges, and their root causes, negatively impacting on municipal audit outcomes
were accurately identified in the 2009 OCA concept document as follows (although these
challenges are not all encompassing) and these challenges were repeatedly identified
throughout OCA 2010-2014 implementation in numerous progress reports.

The main challenges facing OCA and identified in these documents are as follows:

(a) Challenges facing both provincial and municipal governments:

0 Lack or inadequate leadership and supervision;

0 Lack of systems to manage audit queries and recommendations by both internal
and external auditors;

o0 Inadequate systems to manage good governance practices (especially, conflict of
interest and conflict of interest frameworks) within provincial departments and
municipalities;

0 Leadership and management inaction, especially with regard to the follow up of
audit queries, both from internal and external auditors; and

o Inadequate administrative and political oversight to strengthen accountability and
responsibility.

(b) Challenges facing municipal governments:

0 The lack of monitoring and evaluation of the support being rendered to
municipalities. A number of support providers are currently rendering various
types of support to municipalities. As a consequence support rendered to
municipalities is fragmented without being properly coordinated. The result is that
the impact of the support being rendered can be described as minimal at best;

0 A sizable number of municipalities are unable to collect their budgeted revenue
making them reliant on grant funding for their survival,

o High turnover of skilled and competent managers and technical personnel.

c) Challenges facing OCA specifically:

0 Lack of awareness and or buy in by municipalities;

0 Lack of understanding of the role of OCA by municipalities , thus requiring OCA
to perform operational/ day to day functions that require someone to be
permanently stationed at the Municipality;

0 Lack of service level agreement between OCA and the municipality;
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0 Lack of feedback on tasks to be carried out by municipal officials in order to meet
particular audit action plan targets;

o Instability in municipalities necessitating seconding of OCA officials to fill in key
positions;

o0 Project Implementers are unable to conducting monitoring and evaluation in their
respective focus areas due to the number of municipalities supported,

0 Lack of cooperation by some municipalities, unavailability of staff in key positions
and non-implementation of OCA recommendations. This was resulting in lack of
implementation of all audit action plan recommendations and similar repeat audit
findings at municipalities;

o Inadequate staff complement at municipal level resulting in lack of continuity &
implementation of OCA recommendations;

0 Lack of collaboration with existing support to ensure integration of support efforts;

0 Budget constraints to address audit findings (e.g. Appointment of service
providers to do lifespan assessments, rehabilitation of landfill sites & absence of
drawings affects the development of a GRAP compliant Infrastructure Asset
Register);

0 The OCA deployment strategy is affecting OCA effectiveness owing to insufficient
OCA staff compliment;

o Limited OCA staff time to evaluate the implementation of developed systems &
procedures i e.g. Developed Action Plans, templates and registers;

o0 Over- reliance on service providers. There is no monitoring mechanism in place
to ensure transfer of skills is effected in those municipalities that have co-sourced
the audit function;

0o MPAC: Technically all municipalities have MPACs but they do not receive
support from the municipalities such as secretariat. Furthermore, the level of
seniority of the MPAC members makes it difficult for the structure to challenge
administrative functions. Of concern is that in some municipalities MPAC
members are not clear of their functions. It was then suggested that SALGA and
the department should provide continuous training;

0 Revised Support Model: Traditionally, the support that is provided to
municipalities is initiated by the department which is based on audit reports. As a
result, in most cases the departmental officials struggle to secure appointments
or working sessions with municipal officials in order to provide support.
Therefore, the department has over the years incurred a lot of expenditure on
travel and accommodation of officials who are deployed to municipalities; and

o0 The province currently doesné6t bkgathereda Pr ovi
in a meeting held on 24 June 2014 in which a resolution was taken that the
province should establish a CFO Forum.

Some of the root causes behind these challenges were identified as follows:
o0 Lack of document management and organised filing systems;
0 Lack of IT support / fully fledged IT units to support financial systems and
Electronic Data Management Systems;
0 Lack of effective political oversight;
0 Non-availability of key personnel during audits;
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Lack of political leadership to obtain clean audits;

No culture of performance;

Corruption;

No real understanding of the prevailing capacity in municipalities (individual,

institutional and environmental);

o High turnover of personnel and a lack of a proper retention strategy by many
municipalities;

0 Lack of proper application of HR policies and nepotism is resulting in unqualified
people being appointed,;

0 There is a lack of proper financial controls in municipalities, municipalities are
employing too many people in management positions and are not employing
enough people to do the implementation work and people who are employed to
do the work are often doing other things; and

0 The support rendered to municipalities is often fragmented and uncoordinated

thus causing it to be largely ineffective.

o O O o

Some of the identified lessons learnt included the following:

A Accountability for addressing audit issues need to be enforced uncompromisingly.
Coupled with this is the issue of leadership. For a municipality to overcome any
problem or challenge both the political and administrative leadership direct the efforts
of the municipality to turn around. It has been a recurrent finding of the Auditor-
General that non-involvement of the leadership has been a major contributor poor
audit outcomes.

A Municipalities need to demonstrate commitment to turning themselves around.
(CoGTA EC cannot turn around any municipality without its commitment).

A Strict attention has to be paid to whether OCA support is accepted by the
municipality. Otherwise the whole activity becomes a futile exercise

A Filling of positions that are critical for improving audit outcomes and/or for effective
and efficient administration should be prioritised.

Some of the selected recommended changes to the OCA approach which were
recommended between 2010-2014 included an overall change in the OCA approach, as well
as other supporting actions, such as the following

A OCA will change its approach on providing support to municipalities. The support will
be based on the requests that are be submitted by municipalities. The pivotal starting
point is the plan that will be submitted by Mayors. Requests for support shall be
made in writing, clear and specific. OCA will not support municipalities which do not
have clear targets and envisaged results. This approach will ensure that there is
credible PoA and justification of the expenditure that is incurred by the department in
respect of the support that is provided to municipalities;

A Full ownership of the project by the municipality will be will be driven through
ensuring that the municipality develops its own turnaround plan for achieving
improved audit outcomes and the OCA support must for into this municipal specific
plan;

A Full engagement of the municipal leadership in driving the project will be promoted
through a range of measures including;
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A The mayor of the municipality will be called upon to present the turnaround
plan to the MEC

A Progress reports to be submitted and tabled to the MEC within twenty days
after the end of each quarter.

A The Municipal Manager to chair monthly meetings for monitoring progress in
Intensive Operation Clean Audit Support

Bi-Weekly monitoring and evaluation meetings to conducted;

OCA GM, CoGTA District Co-ordinator, District Municipality and Provincial Planning

& Treasury must also attend the above mentioned meetings.

Share best practices from other provinces (learn from Western Cape coordination

approach);

Capacitate the OCA project coordination office so that they are able to analyse

reports of OCA project implementers;

Comprehensive plan on coordination is required and the plan should focus on the 45

municipalities;

9 IT infrastructure has to be dealt with before looking at the functionality and also look
at where IT can be best located in the organisational structure. An immediate action
should be taken through processes regarding IT in the municipalities. A fully fledged
and functioning [OCA] ICT work stream should be formed as soon as possible;

 OCA should be a standing item in MuniMEC and OTP meetings to report on
obstacles and strides made. More importantly we should give specifics on each
municipality, maybe ten to fifteen in each meeting and rotate;

A Districts as Hubs of Excellence: It was stated that the OCA Programme of Action or
Plan also covers an element of Districts as hubs of excellence. Normally, the
province support municipalities without interacting or involving the districts which
resulted in duplication of ef forts. However,
Forums (DMAFO) where the district mayor meets all the mayors of the local
municipalities. Currently there are only two DMAFOs active (Amathole and Chris
Hani Districts). OCA is a standing item in these forums; and

A However, the department in collaboration with PT and the District Municipalities has
established joint meetings for the purpose of synchronizing the support provided to
municipalities. The first joint meeting has been established in the Cacadu District and
the plan is to rollout it out to other districts.

o o o I D>

To the author 6s knowlrecdngnendations wees inplementddeltisa b o v e
difficult to speculate as to the reasons for this non-implementation, however, this two
possibilities have been raised by key informants:
1 Lack of a strong pro-active driver of OCA (GM); and
1 Marginalisation of OCA with CoGTA by other CoGTA Directorates (OCA seen as
separate unit from the CoGTA and not integrated into its operations).

2.2.4 OCA Mechanisms for transfer from disclaimer to qualified audit

In general, OCA did not have a mechanism or process to transition municipalities from
disclaimer to qualified audit opinions. At a basic level OCA support was focused on
municipalities that received disclaimer findings from the AG. If a municipality improved from
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a disclaimer to an adverse or qualified finding, then OCA support was terminated. There
were a few exceptions to this general rule where some municipalities that had qualified
findings and specifically requested support from OCA.

For a number of reasons explored previously in the OCA lessons, as well as in the six
municipal case studies, some municipalities regressed and were not able to sustain their
gualified audit opinions. In those cases, OCA support would resume. These reasons
included leadership instability (changes in either senior officials and/or politicians), lack of
municipal buy in and ownership of OCA support (e.g. officials feeling threatened) and/or a
lack of municipal staff to absorb and implement OCA support moving forward. NT and the
AGSA has identified these, and others, as fundamental problems and root causes that
ideally need to be addressed before OCA and other support can be effective in improving
audit outcomes.

23Briefover vi ew of the Western Craopea é&nd approath ci pal sup

The key features and lessons identified from a brief review of the Western Cape approach
(which was developed based on an interviews with two Directors (one from WCG PT:
Municipal Governance and one WCG DLG: Municipal Capacity Support) as well as a review
of key documents) are summarised as follows (refer to Annexure 12 for the detailed
Western Cape case study report):

It must be noted that the Western Cape municipal context differs from that of the Eastern

Capebts in that it does not have the homel and hi s
smaller rural municipalities do not suffer from financial viability, neglected infrastructure, and

low revenue base problems to the same extent of the Eastern Cape. In addition, it can be

argued that it is not as challenging to attract and retain skilled personnel to the Western

Cape municipalities and this is one reason why the municipal skills shortages may not be as

acute in the Western Cape.

The Western Cape achieved 18 out of 30 clean municipal audits in the 2013/14 financial
year, compared to 2 out of 45 in the Eastern Cape. Key feautures of the Western Cape
approach to municipal financial support and governance aimed at improving audit outcomes
include the following:

o0 The PT is the drive of municipal financial support and is responsible for municipal
audits at a Provincial l evel in terms of PTO6s mandate uni

o All municipal support is provided by PT and DLG Directors at head office level and
through a Provincial-Municipal inter-governmental processes and interactions which
include Municipal Governance Review and Outlook (MGR&O) strategy and process
(see Figure 2) which includes MGR&O self assessment tool and Municipal
Governance Action Plan (MGAP) which is signed off by MM and attached to IDP (to
ensure municipal commitment);

0 PT has also established in 2011/12 the Western Cape Financial Management
Grant which grew from an initial R3.5 mil and currently provides about R25 million in
funding support (a portion of this amount is provided to NT and a proportion to DLG).
Both PT and DLG sit jointly to decide what support is provided to which municipality

61


http://www.impacteconomix.com/

Evaluation of Operation Clean Audit: Eastern Cape: 27 April 2015
Prepared by Impact Economix (www.impacteconomix.com) for the Eastern Cape Province: Office of the Premier.

on the basis of grant funding criteria (which ensures that the funding does not fund
items that are already covered by existing National government grants).

o0 PT has also established targets for clean audits per municipality divided into short,
medium and long term as follows (from a 2013 presentation):

0 There is close PT and LG collaboration and joint work through joint municipal
interactions, including conducting joint municipal assessments which cover both
municipal financial management as well as governance issues. PT and LG have joint
guarterly management team meetings to coordinate support at a municipal level;

0 The Western Cape uses various inter-governmental structures to strengthen
coordination, assist with monitoring and identifying municipal support needs, as well
as information sharing (for explaining regulations and giving guidance on good
practices etc.), including the following. Key to effective coordination and
communication in these structures is that municipalities are required to present
relevant information at a level which allows for coordination of support between PT,
DLG, and other relevant role-players:

0 MuniMEC and MinTECH (LG coordinates);
0 Provincial Audit Improvement Coordinating Committee (driven by PT);
o District Coordinating Forum: Technical (Municipal Managers) (driven by

DLG);

District Coordinating Forum (Municipal Ma

Municipal Chief Finance Officer Forum (driven by PT);

Chief Risk Officer Forum (driven by PT);

Audit Audit Executive Forum (driven by PT);

Audit Committee Chairs Forum (driven by PT);

Accounting Forum (driven by PT);

0 Supply Chain Management Forum (driven by PT);

0 These inter-governmental structures are linked to various Provincial-Municipal
engagement processes which take place at key points in the year and which are
linked to the MFMA reporting cycle. In February there are MGR&O engagements (at
a District level) with Municipal Managers and Directors and representatives of PT and
DLG and where each municipality makes presentations on progress and challenges.
These focus on various issues including audit readiness, clean governance and
challenges being experienced and support required at a municipal level. In
September-October, joint Provincial and municipal planning happens where
municipal issues inform the PT and DLG Provincial plans for the next financial year.
In addition, there are the MuniTech engagements between February-April which
focus on budget issues where visits to Municipalities take place to assess the
sustainability of the budget, the links to the IDP and which provide another forum to
identify municipal support needs. These are aligned to the mid-year review of
municipal financial statements. These sessions are attended by representatives of all
Provincial Departments (see Figure 3);

o0 Some of the interesting aspects of the Western Cape support provided includes the
following:

0 The WCG has established a range of mechanisms to ensure quality training
is provided to municipalities. This includes a partnership with a University as a
training provider, as well as a Provincial Training Academy and a Training
Committee to coordinate training provided by all provincial departments.

O O O O O O
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0 The WCG uses dedicated telephonic help desks to assist municipalities with
specific kinds of support which include: legal queries; help to address
accounting queries related to GRAP compliant AFS, SCM assistance etc.

o If municipalities contact PT or DLG telephonically to request support, then the
municipality is requested to submit such a request formally in writing. In some
cases, the original support request is refined or expanded when the
municipality commits the request to writing.

0 The bi-annual MGR&O annual municipal engagements provide a wealth of
information on support needs which inform the development of Municipal
Governance Action Plans (MGAPS). Transversal issues (impacting on many
municipalities) are identified and these inform the agenda of the various
Forums which have been established, as well as PT circulars which may be
required (e.g. BTO structures guideline), so that guidance and information
sharing can be tailored to addressing key issues which municipalities have
identified.

o Aside from the 10 vulnerable municipalities which have been identified for
intensive support and MGAPS, support is provided to other municipalities in
the form of focused special projects (which may include the appointment of
specialised consultants). Examples would include change management and
organisational restructuring. There is also transversal DLG support in nine
areas which includes ICT.

0 The DLG Governance Directorate support includes the following (this list is not
necessarily comprehensive):

0 Legal advice (including the correct operation of Council structures)

Anti-corruption policies and investigations.

Councillor issues including complaints submitted to MECs.

Election assistance issues (there is a dedicated Provincial help line before

and after elections for MMs).

o Performance contracts for MMs and Directors-e ach muni ci pal ityoés
compliance with new regulations is monitored very closely.

0o MPAC training

o O O

Regarding the use of District Support Centres in the Easter Cape, the point was made that
the MEC for Local Government needs to play the primary coordination function of ensuring
all Provincial Sector departments support municipalities in a coordinated manner. By
decentralising the coordination of support to a District level there is the danger that the MEC
will not have information on what departments are doing in the Districts and Districts may not
be getting the same message from Provincial Government. Provincial departments need to
be coordinated at head office level before going to the Districts. District Municipalities should
rather play a coordination role at District level.

Figure 2 Western Cape Municipal Governance and Review & Outlook Support Model
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5

Validations

Self Assessment

Action Plans T

S I P

Assessment
criteria reviewed
and signed off
annually

Update MGAP in
terms of
municipal action
and PT support
required

Municipality
perform self-
assessment and
submit to PT

MGRO
Execution

Sign off by PT validations
Municipality and conducted on
SMS site.

Consultation
Compilation of with municipality
Report in term of initial
findings (peer)

Source: Vink. 2014.

Figure 3 Key Western Cape Municipal Support Annual Milestones and Time-frames
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PT focus Validation & MGRO 1 Validation & MGRO 2

e it support Engagements support Engagements LGBMdTECt
Municipalit - engagement u " “ @ “ Budge
los g Strategic engagement Audit Theme Theme"
7 ' 7 F o »
Monitoring and Support Engagements
Reporting and Feedback
4 £ ¢ £
Municipal/PT Municipal/PT Municipal/PT Municipal/PT
quarterly quarterly quarterly quarterly
MGRO MGRO MGRO MGRO
progress report progress progress report progress
report/ PT report/PT
Cabinet Cabinet
Submissio - Submission —
MGROI MGRO 2

Source: Vink. 2013

2.3.1 Conclusions regarding overall implementation of OCA support

The main challenges regarding the effectiveness of OCA support which can be identified
from the OCA documentation include the following. Conclusions are made according to the
following four main themes which have been identified:

1. OCA approach and process and municipal ownership

1.1 The challenges, and their root causes, negatively impacting on municipal
audit outcomes were accurately identified in the 2009 OCA concept document
and these challenges were repeatedly identified throughout OCA 2010-2014
implementation in numerous progress reports. However, it is difficult to
identify if any systemic or strategic solutions to these challenges were
implemented by CoGTA EC (as key informants interviewed did not mention
such implementation). OCA did not appear to have strong operational
management or leadership in that OCA specialists reported numerous
challenges and constraints and identified mitigating actions to OCA
management, however these do not appear to have been implemented,
including escalating such issues to the CoGTA HOD or MEC level (incl.
political challenges) for decision-making where necessary. Possible reasons
for this state of affairs include the perception that OCA was not integrated into
the operations and management of CoGTA (it was perceived as a separate
unit and CoGTA staff perceived OCA staff negatively as they were earning
higher salaries partly due to receiving large transport allowances), as well as
the perception that the OCA GM was not pro-active in escalating issues to the
CoGTA HOD or MEC or taking forward broader systemic recommendations
which were intended to enhance the effectiveness of OCA. OCA Quarterly
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1.2

1.3

14

15

progress reports are merely lists of actions taken per municipality and contain
no overall strategic analysis or recommendations. However, OCA
presentations with more strategic analysis were made in selected inter-
governmental structures such as the PAICC, CoGTA internal quarterly review
meetings etc.

The OCA management and implementation approach changed when OCA
was moved from the CoGTA EC Municipal Support Directorate and became a
separate unit. This contributed towards both coordination challenges
internally with other CoOGTA EC support functions as OCA staff were
perceived negatively as they earned higher salaries. In addition, the OCA
engagement process with municipalities became less consistent with no clear
or standard operating procedures followed to initiate, launch, and manage
OCA support at a municipal level. Weekly meetings between OCA and the
MM ceased to take place and as a result the gap between OCA providing
support and that support being effectively communicated within and
implemented by the municipality widened.

There was an insufficiently thorough and consistent OCA process from the
inception, or starting, process of engaging with municipalities, through to the
support implementation process, to the support exit process. There was no
thorough municipal assessment process to accurately identify support needs.
Nor was there a clear process to engage municipal leadership and obtain
municipal commitment to the support process. Amongst other issues, this
resulted in OCA support being provided to municipalities that did not always
have the human resources to absorb the support (e.g. vacancy levels in many
finance departments are still between 20-30% of approved posts in many
municipalities) so that the support was implemented and sustainable in terms
of its impacts on reducing negative audit findings. After the support was
completed there was no close out or progress report or learning left behind on
what had been achieved, what support was provided, what future issues
existed or had to be addressed moving forward etc.

The change in the OCA support approach

Amunicipal pull o approach was al so
was coming to an end.

There does not seem to have been any initiative to learn from the Western

Cape approach (despite this being mentioned on numerous occasions) (OCA

EC did apparently visit Free State Province) to OCA and/or municipal support.

There are clearly important lessons from the Western Cape approach and

which CoGTA EC ideally should identify and adapt from the Western Cape

experience as a matter of urgency regarding at least the following areas:

(a) The PT and DLG service delivery model including:

A The Municipal Governance Review and Outlook (MGR&O) strategy

and process (see Figure 2) which including the self-assessment tool,
Municipal Governance Action Plan (MGAP) and the design and
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implementation of PT and DLG monitoring and coordination
structures, and reporting and decision-making processes;

A The way in which intensive support is provided to the vulnerable
municipalities which have been identified for intensive support and
MGAPSs;

A The way in which municipal governance support is designed and
provided/ resourced,;

A What processes and services are coordinated at head office level;

A What the role of District Offices are and how these are resources and
managed;

A What Transversal support projects provide specific support across
municipalities (i.e. not at an individual municipal level);

A How municipal training is organised and provided in the Province.

A The design and implementation of the Western Cape Financial
Management Grant as part of the broader support approach; and

A The ways in which individual municipal requests for different kinds of
support are responded to, managed, and monitored.

b) How PT and DLG coordinate their joint planning and support.

2. OCA coordination including monitoring and reporting

Coordination was poor at all levels and this contributed to reducing the effectiveness
of OCA support in contributing towards improved municipal audit outcomes.
Coordination structures were either missing or were not used effectively and this
included the lack of detailed reporting on support plans per role-player at a detailed
municipal level.

a. The 2006/2007 CoGTA EC and PT MFMA MoU was never signed and there
appeared to be very little joint PT CoGTA EC Planning (even for the 14-19
Strategic Plans and 15/16 APPs) or Joint Management implementation
coordination;

b. The National CoOGTA OCA 2010/11 Programme of Action contained detailed
actions which reflected the roles of PT, SALGA and others and which were
strategic in natur e, however, itds uncl ea
implemented at either national or provincial level. The EC OCA plan did not
clearly align or integrate with this National OCA Plan and identified
opportunities contained in the National CoGTA plan for PT and CoGTA EC
collaboration do not seem to have been taken forward;

c. PT EC PAICC did not meet quarterly as per its TOR (it met 5-6 times over 4
years) and there are indications that its recommendations were not fully
implemented. Recommendations contained in the PAICC minutes often did
not include the responsible party for implementing the recommendations
(which could have undermined accountability and implementation). There was
a two year gap between February 2012 and March 2014 when the PAICC did
not meet. It is not clear if monitoring of PAICC minutes and recommendations
took place during this period, however, this does not appear to have taken
place;
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d. There were serious gaps in IGR and Coordination structures (e.g. there was

no Provincial Chi ef Financi al Of ficer
Forums) which only started to be addressed in 2014 as OCA was coming to
an end; and

e. The existing IGR structures do not seem to have been used effectively to
present OCA municipal support progress and plans at a municipal-specific
level so that key challenges could be escalated to the HOD and MEC level
and so that different support role-players could improve their coordination

A

through sharing of each otherds plans.

3. Municipal implementation of OCA support

The May 2011 municipal elections, in all likelihood, contributed to administrative and
political instability which in turn contributed to challenges with implementing audit
action plans, administrative capacity, and sustaining audit improvements as many
Councillors were new and needed time to be trained and to properly understand their
oversight roles and responsibilities on financial and predetermined objectives. Also
Section 57 management contracts expired or were terminated leading to
administrative instability, impacting on availability of officials during the audit. Political
instability in mainly coalition led municipalities as well as a few others created
governance instability, poor decision making and indecisiveness impacting on the
filling of key positions of section 56 managers including MMs and CFOs.
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2.4 What lessons can be learnt from OCA implementation in the six municipal case
studies?

24.1

Introduction and brief overview of the Six Municipal Case Studies

This section contains the following sub-sections:

2.3.2 Municipal Audit findings Province-wide as well as for OCA supported municipalities
including the six municipal case studies

2.3.3 OCA approach and process and municipal ownership

2.3.4 OCA coordination including monitoring and reporting

2.3.5 OCA services and skills (incl. OCA gaps)

2.3.6 Municipal implementation of OCA support

The detailed data tables from which Section 2. 36s | essons findings

derived from) are contained in Annexure 11.

Certain status quo data on the six municipal case studies was collected with the assistance
of the AGSA-EC and which is summarised as follows (See Annexure 10 for the detailed
municipal case studies status quo profile data):

T

T

24.2

The 6 municipalities range in total population size from around 800,000 (with annual
municipal budgets of between R500-R700 mil.) for the two District Municipalities, to
100,000-150,000 for the two local municipalities, and around 25,000-40,000 for the
two rural municipalities (with the latter four municipalities having annual budgets of
between R90-R200 mil.);

All but two municipalities have had some leadership stability with no changes in the
MM or CFO position in the 2012/13 and 2013/14 years (Nxuba had an acting CFO in
2012/ 13 and Greater Kei had both an acti
Municipal Finances shows a correlation between good leadership stability and
positive audit findings); and

Some of the municipal MMs and CFOs do not yet meet the NT minimum competency
regulation requirements (Emalahleni and Greater Kei MM and CFO, Nxuba CFO), or
are in the process of receiving NT training to comply with these regulations. Vacancy
levels within the finance departments are often quite high (at between 20-27% of total
approved posts- AG data). Performance agreements are in place for MMs and CFOs
however it is not clear if these comply with recent regulations. None of the
municipalities had performance management agreements/ systems that cascaded
down to managers below Directors (although some are starting to pay attention to
this issue but require further support).

What Municipal audit trends and results have been achieved province wide and
in the six municipal case studies?

Eastern Cape Audit Trends and Results:
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Figure 4 shows that the audit outcomes for municipalities in the provinces have generally
improved between 2003/2004 and 2013/2014. This improvement is shown by the general
increase in the municipalities with unqualified with findings and qualified audit outcomes as
well as a decrease in municipalities with disclaimer audit outcomes. In 2009/10 there were
22 municipalities with either disclaimers (19) or adverse findings (3). In 2013/14 this had
improved by ten municipalities to thirteen municipalities (1 with adverse and 12 with
disclaimers). 23 municipalities out of 45 improved their audit outcomes when comparing the
2009/10 and the 2013/14 financial years. Between 2012/13 and 2013/14 financial years, the
64% of municipal audit outcomes remained unchanged whilst 11% regressed.

Figure 4 Eastern Cape Province Overall Audit Outcome Trends: 2003/04 - 2013/14

Eastern Cape Province Overall Audit Outcome Trends: 2003/04 - 2013/14
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Source: Impact Economix Analysis of AGSA data (March 2015).

Figure 5 shows that a slightly higher proportion (34%) of OCA supported municipalities
improved their Audit Outcomes compared to Non-OCA supported municipalities (19%)
between 2012/13 1 2013/14. 3 of the 18 municipalities supported by OCA in 2012/13
regressed in their audit outcomes whilst 6 improved for the 2013/14 audit. 4 of the 24
municipalities supported by OCA in 2010/11 financial year regressed in their audit outcomes
whilst 5 improved.

Figure 5: Operation Clean Audit: Comparison on 2012/13 - 2013/14 Audit Outcome Trend: OCA Supported
vs Non-OCA Supported Municipalities
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Operation Clean Audit: Comparison on 2012/13 - 2013/14 Audit Outcome Trend:
OCA Supported vs Non-OCA Municipalities

Nor-0CA (N=27) Mo Change, 19

(OCA Supported (N=18)
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Figure 6 shows that distribution of findings on non-compliance in audit outcomes for all

municipalities in the Eastern Cape Province for the 2013/14 financial year. The highest

number of repeat findings were on procurement management, unauthorised, irregular and

fruitless and wasteful expenditure, and material miss-statements. Issues related to

consequence management and performance management were also commonly found.

Unauthorised, irregular, fruitless and wasteful expenditure (UIF) was the most commonly

area qualified under the 2013/14 municipal audit in the Eastern Cape Province (in 22

municipalities). The findings on predetermined objectives in 2013/14 show that the main
repeated finding was fAreported information not
inf or mati on not reliabled in 26 municipalities.

Audit Findings per six municipal case studies:

Table 13 shows that audit outcomes trend for the 6 case study municipalities considered in
this evaluation. This shows a persistent trend over 5-6 years of receiving disclaimers, and a
number of regressions over this time (Alfred Nzo in 2009/10, Instikayethu in 2009/10 and
Greater Kei in 2013/14). At the same time, five of the municipalities improved their audit
rating over this five year period and achieved qualified opinions in either 2012/13 or 2013/14.

Table 13: Audit Outcome Trend for 6 Case Study Municipalities

Municipality | 2008/2009 | 2009/2010 | 2010/2011 | 2011/ 2012 | 2012/2013 | 2013/2014
Chris Hani Quialified Qualified
Alfred Nzo Quialified
Emalahleni Quialified
Intsikayethu Adverse Qualified
Nxuba Qualified Qualified
Great Kei

Source: Impact Economix Analysis of AGSA data (March 2015).
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Figure 6: Overall 2013/14 Eastern Cape Audit Outcomes: Findings on non-compliance

Operation Clean Audit: 2013/14 Overall Eastern Cape Audit Findings: Findings on nen-compliance
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Source: Impact Economix Analysis of AGSA data (March 2015).
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Between 2012/13 and 2013/14, 3 of the 6 case study municipalities improved their audit
outcomes whilst 1 regressed. All six municipalities had repeated findings on the quality of
their performance objectives (the information was both not useful and reliable) as well as on
compliance with legislation.

Regarding compliance with HR legislation in 2013/14, the AG identified various issues in

each of the municipalities and these show a range of serious HR challenges at Chris Hani

District Municipality and Nxuba Local Municipality which are likely to pose challenges with

respect to improving audit outcomes (unf or t unately the AG6s database
compliance date for the other four municipalities).

Regarding the 13/14 audit, the main compliance issues of continuing concern are the
following:

Annual financial statement misstatements or limitations;

Unauthorised, irregular as well as fruitless expenditure;

Procurement management;

Performance management as well as consequence management;

HR management;

Budgets; and

Revenue management.

= =4 =4 -4 4 -4 4

Regarding the 13/14 audit, the main compliance issues where favourable audit findings have
been achieved are the following:

1 Asset management;

1 Audit committees;

1 Internal audit; and

1 Transfers and conditional grants.

Thel3/14 audit findings per municipality with respect to disclosure/ accuracy of information
provided shows that the main 13/14 disclosure areas of concern are as follows:

1 Property assets;

9 Liabilities: payables and accruals; and

1 Contingent liabilities.

Regarding other financial management indicators, the 13/14 audit findings per municipality
show that the main area of concern is irregular expenditure in terms of SCM regulations The
amounts of unauthorised, irregular, and fruitless and wasteful expenditure are often fairly
large (in proportion to the overall municipal budgets) with at least R500 million in
unauthorised and fruitless and wasteful expenditure (both identified and not identified by
management) being identified for the six municipalities for the 2009/10 and 2013/14 financial
years (see Table 14). The date shows that there has not always been a favourable
downward trend between 2009/10 and 2013/14 which is a negative reflection on indicators
which should have shown improvement over time if audit action plans had been effectively
implemented and if political interference in SCM had been avoided.
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Table 14 Six Municipal case studies: Trends in unauthorised and fruitless and wasteful expenditure:

2009/10 - 2013/14

2009/10 | 2013/14 | Total
Total Total (Mil.)
Mil. Mil.
Unauthorized | Chris Hani 103 144 247
expenditure | ajfred Nzo 0 106 106
Emalahleni 0 12 12
Intsikayethu 0 47 47
Nxuba 6.3 9.9 16.2
Great Kei 0
Vva:sit';if & Chris Hani 0 0 0
expenditure not | Alfred Nzo 0 2.1 2.1
ID by Mgmt. Emalahleni 18 49 67
Intsikayethu 0 0 0
Nxuba 0 0 0
Great Kei 0 0 0
Vva:sit'eiils & Chris Hani 0.161| 0.125| 0.286
expenditureilp | Alfred Nzo 0 0.043 0.043
by Mgmt. Emalahleni 0 0.266 0.266
Intsikayethu 0 0.122 0.122
Nxuba 0 0.897 0.897
Great Kei 0 0.755 0.755
TOTAL 127.461 | 372.208 | 499.669

Source: Impact Economix analysis of AGSA- EC data (March 2015).

Other trends in the audit findings show a reduction in many negative audit findings however
misstatements in the financial statements were still reported in 2013/14.

2.4.3 OCA approach, model and process and municipal ownership

The main lessons regarding the overall OCA approach, process and municipal ownership
identified from the six municipal case studies include the following:

1 There was not a clear and consistent OCA launch, inception and roll-out process
followed which began with reaching written agreement with municipal leadership
regarding what the specific objectives of OCA support were, what specific OCA
support would be provided, and how OCA support would be coordinated internally as
well as how OCA support and the role of OCA specialists would be communicated to
municipal staff. This resulted in some cases in low levels of municipal ownership of
OCA support, as well as some municipal staff feeling threatened by OCA (e.g. OCA
support is replacing them as they are not doing their jobs properly)- all of this
negatively impacted on the degree to which OCA support which was provided was
effectively implemented by municipal staff; and

1 There was a lack of coordination between CoGTA and PT with regards to conducting
assessments and there was also not a proper root-cause analysis of the reasons why
municipalities were receiving negative audit findings. Such an analysis should ideally
have been used to inform the identification of municipalities to receive support (i.e.
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including whether municipalities have sufficient financial management staff in place
to absorb and benefit from support) as well as the development of OCA action plans
and support.

Municipal views on the effectiveness of OCA support were mixed, with some municipal
representatives noting that OCA support had made a positive impact on addressing the root
causes of certain audit findings (e.g. improving document management and being able to
supply contracts, improving internal controls and compliance with SCM regulations, assisting
governance and oversight structures such as MPACs, and improving compliance by
ensuring that relevant policies were in place and in some cases procedures to implement
policies). These municipalities tended to have municipal leadership that were committed to
improving their audits and had in some cases ensure that OCA was well coordinated and
communicated within the municipality.

In municipalities with negative views of OCA in terms of both their views on OCA
effectiveness, as well as levels of satisfaction with OCA support, it is likely that there had
been poorer communication with municipal leadership and / or that municipal officials that
had received OCA support had, in some cases, left the municipality resulting in poor
sustainability and continuity with implementing OCA support and/or low capacity
municipalities did not have staff for OCA to transfer skills to, resulting in unsustainable
support and regression after OCA support was terminated. In addition, there was
dissatisfaction with the short one week time period that OCA specialists spent at
municipalities which were not receiving intensive support as this was perceived to undermine
the implementation of OCA support and systems and procedures that had been developed.
Some municipalities indicated the need for more intensive, hands-on, ongoing support that
went beyond providing training workshops so that municipal officials were clear exactly how
to implement new systems, policies, procedures and templates.

2.4.4 Coordination and monitoring of OCA support including other OCA relevant
support being provided.

The main financial management interventions which were being implemented in parallel to
OCA support included the following:

1. National Treasury: Municipal Finance Improvement Programme involving funding for
interns to assist with finance administration as well as finance experts that were
placed at municipalities for 6 months. Apparently support plans were developed
jointly between municipal leadership and finance experts at the beginning of the
support process. Support included assisting to improve SCM compliance and internal
controls and addressing reconciliations.

2. Provincial Treasury:

a. CFO Support Programme (it is not clear if this was the same as the MFIP
above) including assistance with Section 71 reports (monthly statements).
Budget process.

Annual financial statement preparation and compliance.
Training of new Councillors.
Debt collection models and systems.

®aoo
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3.

f. Late payments of equitable share.
SALGA:

a. Visiting municipalities quarterly and reviewing audit action plans and
contacting PT and PWC to provide support.

b. Attend some audit committee meetings and participated in Councillor training
including for MPACs.

c. Plays a political mediating role to resolve issues around S57 managers in
selected municipalities.

d. Facilitates the Provincial Finance Working Group which has a standing item
on municipal finance and where OCA progress was apparently reported and
where municipalities share their challenges as well as good practices.

e. HR support and assists with organograms (presumably assists with trade
union consultation processes in some way).

f. Currently conducting assessments of thirteen municipalities with adverse/
disclaimer findings with the Public Affairs Research Institute.

Price Waterhouse Coopers (apparently via an agreement with SALGA) provided free
training for audit committees (and possibly other support).
District municipalities:

a. Deployed IT interns and assisted with IT governance and municipal web sites.

b. Coordinated indigent registration drives with LMs.

Consultants were appointed to assist with preparation of financial statements,
internal auditing, asset issues, and assistance with audit action plans.

One official dealing with municipal revenue made the following critical comments regarding
onal Treasuryods Municipal Financi al Manageme

Nat i

That one [ MFI P] I didnot find to be assi

particular person we did a report and some of the issues they were raising there were
not of assisting, like you would give them your challenges and they would just put it
there, so they were not kind of a hands on. | think we need more hands on support
rather than being taken for workshop and sitting in the workshop and saying this is
how you are supposed to be doing it. Rather be in a position where you are hands on
and saying this is the process that were are doing and you start from A and this is
what you need to do, these are the templates, you know and do a work through for a
month or two. | think that would have more impact.

What happened is | would raise my issues with that person and then that would then
be reflected in that particular report as if this is what is done kind of thing. | was very
surprised with the report, as it seemed like he done this and that whilst it was not
done and he did not assist us with any of that. The information he just extracted from
the employees and he put that down in his report.

They would comeinona daily basis and sit in the
prepare a report. Hedd attend our meet.
those meetings from time to time in those meetings he would comment or maybe

advise. Onceortwicehewould sit with the debtors |
debtors clerk with. Either from that heod
I remember asking what is he supposed to
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and assisting in the income side and saying these are the issues and this how we are
going to address them?

There has been a large increase in municipal expenditure on consultants to assist with
financial management from at least R1.5 mil.iln 2009/10 to at least R37.98 mil. In 2013/14
(this data is not complete and has gaps- the totals will therefore be higher). A total of at least
R69 million (the actual total will be higher) has been spent by the six municipalities over the
past five financial years (an average of R11.5 million/ municipality). It is not clear if District
Municipality expenditure includes assistance for local municipalities (although it is assumed
that it does). There are various possible reasons for the growth in municipal expenditure on
consultants to assist with financial management and it is not possible to identify the main
reason within the scope of this evaluation without looking in detail at exactly what
consultants were appointed to do. Possible reasons for this growth include that some
municipalities do not have the expertise to use their new financial systems and relay on
consultants to produce financial reports and perform basic functions such as producing
payroll slips etc., challenges with producing GRAP compliant asset registers, challenges with
producing Annual Financial Statements, as well as the possibility that existing support
initiatives (which include MFIP, CFO Support Programme, and OCA) were insufficient to
meet all municipal financial management support needs.

Table 15 Expenditure on consultants for financial management per support per six Municipalities:
2009/10 - 2013/14

Municipality 2009/10 2010/11 (Mil.) | 2011/12 2012/13 2013/14
(Mil.) (Mil.) (Mil.)

Chris Hani 0.8 1.0 0.7 0.5 55
District

Alfred Nzo 0.2 3.9 5.2 4.8 18.0
District

Emalahelni Not in ASMIS Not in ASMIS 1.2 1.2 1.18
Intsikayethu Notin ASMIS | Notin ASMIS | Notin ASMIS 2.7 5.0
Nxuba Not in ASMIS 0.4. 1.0 0.1 4.1
Greater Kei 0.5 Not in ASMIS 1.2 6.2 4.2
TOTAL 1.5 4.9 9.3 15.5 37.98

Source: AGSA T EC database.

Figure 7 Minimum Municipal Expenditure Amonst 6 Municipal Case Studies on Financial Management
Consultants 2009/12 - 2013/14
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6 Municipal Case Studies: Total Municipal
expenditure on financial management consultants

2009/10 2010/11 2011/12 2012/13 2013/14

=R NN W W
n oo v o v oo un o

Municipal Expenditure in Millions

=]

Source: AGSA. 2015 (note these are minimum amounts as data on consultant financial
management expenditure was not available for all 6 municipalities for all financial years).

Municipal views on the effectiveness of OCA coordination were mixed, with some reporting
positive views and others negative views (i.e there was poor coordination between OCA and
various initiatives). Where municipalities reported positive views on OCA coordination, it
appears the the municipal MM played a strong driving role in ensuring that OCA and other
support providers participated in municipal top management meetings where relevant, as
well as ensuring that OCA support and required management actions were well coordinated
at both top management level and lower management levels.

One key informant noted that there was some complementarity between OCA support and
PT support and that this was assisted by the MM engaging with PT to indicate what support
the municipality needed when OCA support resources were not sufficient:

iOf course at the | evel of municipality,
program you know, you will sometimes need assistance and OCA will be in other
municipality. And then you will ensure that you solicit support from treasury. So, |
would say that what treasury was doing was complimenting where OCA is falling
short. It was more of a complimentary because the way treasury operates they don't
come for its better OCA was here, treasury will come for a day after a day they would
leave, it was after they deployed someone for six months when | approached them to
say look we need a continued support from treasury as a department that in
standards for us in terms of finances. And they agreed that they will provide it and
indeed they provided. 0

2.45 OCA Services provided

Municipal representatives were asked about what OCA support they were aware of and that
the municipality had received. These responses do not reflect all OCA support provided to
the municipality for a number of reasons including the ability of representatives to remember
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what support had been provided, as well as the fact that some representatives were not in
their current positions from 2010, or the beginning of OCA. The summary of the main OCA
support provided is as follows:
0 MPAC Councillor training on their oversight role;
Internal audit unit support including policies and processes;
Document management and filing system support;
HR recruitment support for CFOs;
SCM internal controls;
Land fill site compliance; and
Various policies and procedures to improve compliance.

O O O O oo

Regarding OCA specialist skills, most key informants were satisfied with these although two
municipalities expressed dissatisfaction saying that the OCA specialist did not have
fsufficient training in GRAP regarding financi al
OCA specialist was not sufficiently familiar with municipal processes.

The main lessons regarding the adequacy of OCA skills provided are as follows:

1 The lower capacity municipalities were grateful to have OCA experts present in the
municipality to fill their staffing gaps and where OCA experts actually performed
certain work duties that ordinarily should have been performed by municipal staff;

1 The medium, or higher, capacity municipalities in some cases felt that OCA staff
were not sufficiently experienced with municipal management and understanding the
municipal processes and environment, as well as detailed understanding of municipal
financial issues, and were not always satisfied with the support provided for that
reason (this may also be a reason for the growth in municipal expenditure on
consultants as discussed in Section 2.3.4);

1 OCA did not provide IT support and this was a gap that existed in some
municipalities (although one District attempted to fulfil this need); and

1 Itis important that support is provided by specialists who have municipal experience
and are knowledgeable regarding municipal legislation, processes, and service
delivery.

Municipal officials were asked if there were specific types of support (with a primary focus on
financial management) that the municipality still needed assistance with and a wide range of
responses were received. These responses range from strengthening MPACS,
strengthening SCM internal controls, resolving assets issues, improving financial reporting,
strengthening the performance management system (e.g. cascading performance
agreements), and assistance with debt collection and revenue generation strategies
(including improving indigent registrations).

2.4.6 Implementation of OCA support and building municipal capacity

A number of successes and challenges with OCA support have been reported by
municipalities.

Successes regarding implementation of OCA support:
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a) MPACs and audit committees were established. Audit committees generally function
well (and they also the skills as use outside consultants). However, MPACs are
experiencing a range of challenges which undermine their effectiveness. These
include the lack of administrative support (MPAC chairpersons need an
administrative assistance to support the MPAC functioning and logistics as well as to
conductresear ch) , the | ack of municipal administra
reporting requirements (Directors submitting reports within deadlines), a lack of
understanding of role of MPACs by political leadership, and a lack of implementation
of MPAC recommendations.

Challenges identified regarding the implementation of OCA support and which, in some
cases, constrained sustained improvements in audit outcomes, included the following:

a) Chris Hani District shared audit committee efficient re reducing costs and ineffective
re challenges in finding dates for meeting;

b) The quality of municipal reports is often poor and reflect outdated or incorrect
information which undermine the effective operation of oversight committees;

¢) Municipal staff that had been capacitated by OCA specialists would later leave the
muni ci pal ity 6 sreseteddnawacuum and/ortos$s iofskills;

d) Where there was either weak leadership and/or management and/or buy-in to OCA
there was sometimes weak implementation of audit action plan and oversight
structure recommendations; and

e) Lower capacity municipalities require intensive support hands-on/ better skilled
officials so providing support via workshop training is insufficient. There is a fine line
between taking over the responsibilities of the municipality and providing support.

Lessons identified regarding OCAb6s effectiveness
management capacity included the fact that OCA successes achieved with developing many
new policies and procedures to improve improve compliance were undermined in some
municipalities where:
a) Municipal commitment was low and and negative perceptions or suspicion of OCA
existed by officials. This was exacerbated by poormuni ci pal |l eader shi p/
internal communication of new policies/ procedures and managing and cascading
these down to staff in their departments (which can sometimes be linked to MMs not
prioritising OCA support and ensuring OCA was linked to management meetings);
and
b) There was political interference in administrative process which undermined SCM
policies and procedures and resulted in irregular expenditure (as well as possible
corruption- although no direct evidence of corruption was identified).

The following example was provided regarding poor implementation of internal audit
recommendations:
ATake infrastructure or community services
management where we highlighted that there are no layout plans for the graves, the
area where the community is using the graves. People just bury their loved ones
anywhere. There is no guide as to how you should dig your grave. You find a grave
this big and one this small. Those are the things that affect your community directly.
And to my surprise that 1issue hasnobtdgebeen r e
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was spent for those cemeteries. In the name of us resolving that. We are doing
landscaping on this, we will fix drainages for the cemeteries. But today, you can visit
that grave from 2012, it is still the same. That is a direct impact on service delivery. It
is one thing a municipality should provide.

Finally, municipal key informants were asked to provide suggestions for strengthening /
improving the OCA approach or model. The main suggestions were as follows:

o0 More intensive, hands-on, ongoing support that went beyond providing training
workshops so that municipal officials were clear exactly how to implement new
systems, policies, procedures and templates (this applies to lower capacity
municipalities);

0 Support officials could spend a few months in one municipality and then they should
be rotated to another municipality so that there is scope to share lessons from what
worked well in other municipalities; and

o "They should find a way of i ntaadytogetherwith t he
service delivery, so [COGTA EC] should be able to assist the municipality to link it
[support] up with treasury, national treasury and other various departments within the
| GR framewor k. 0.

2.5 Conclusions and Lessons Learnt

The main conclusions which can be identified from the findings are organised into the four
themes and are as follows:

1. Audit Results achieved

While there have been some improvement in audit results, it is likely that this improvement
has not been as rapid and wide-spread as it could have been due to a number of complex
and inter-related challenges which include:

(g) Poor coordination of support across interventions as well as weaknesses in the
operation of inter-governmental coordinating structures;

(h) Challenges with OCA management and reporting and internal coordination with other
support Directorates within CoGTA, as well as the lack of escalating strategic issues
i mpacting on OCAG6s effectiveness to HoD and

(i) Challenges with buy-in and commitment to OCA support was found in some
municipalities and this resulted in poor implementation and sustainability of OCA
support that had been provided,;

()) Political interference in administrative processes contributed to the growing volume of
irregular expenditure;

(k) Instability and lack of continuity at both a political and administrative level impacting
on changes in senior municipal management and a lack of sustained momentum in
implementing audit action plans; and

() Lack of sufficient financial management staff capacity to absorb OCA, and other,
support at some municipalities which resulted in the benefits of such support not
being sustainable and the regression in, and/or continually repeated negative, audit
findings.
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2. OCA approach and process and municipal ownership

The lack of a PT and CoGTA coordinated support process, including a joint municipal (self)
assessment tool, resulted in the following:

0 OCA support being provided to some municipalities that did not have sufficient
financial management staff to absorb the OCA support or ensure that the OCA
support would be sustainable in terms of skills transfers to existing municipal
staff;

0 OCA (or the municipalities) not developing a written support plan which showed
the roles of different support role-players and contained targets which the
municipal leadership could formally agree to prior to support commencing. This
contributed towards a lack of municipal ownership and buy-in to OCA support in
some cases which in turn contributed to poor implementation of outputs (e.g.
policies, procedures and internal controls) which OCA specialists assisted to put
in place; and

o Some municipal MMs and Directors not engaging (sufficiently) with their staff at
the beginning of the OCA support process to introduce OCA and its role to lower
level officials. This resulted in OCA specialists often being perceived negatively
as coming in to do the work of the municipal officials (with the perceived
assumption by these officials that the officials were not seen to be doing their
work properly). Thislimtedmuni ci pal staffds receptiveness
the degree to which they both accepted advice/ mentoring from OCA specialists
as well as the degree to which policies, procedures, systems and controls that
OCA had assisted to develop were effectively implemented by municipal staff.
The lack of performance management systems and procedures below Director
level contributed to poor municipal implementation of new policies, procedures
and systems. All of this resulted in certain AGSA audit findings re-occurring
(particularly with respect to SCM and irregular expenditure).

3. OCA coordination including monitoring and reporting:

Due to ineffective coordination from CoGTA and PT, some degree of coordination was only
achieved within certain municipalities (and not at a Provincial level between support
interventions and role-players) as a result of the relevant MM playing a pro-active and
hands- on role in ensuring linkages were made with municipal management and support
initiatives, including OCA.

In almost all municipalities, reports on OCA support were not submitted to either municipal
management or to Councils. This is linked to the fact that OCA support plans were not
committed to writing at the beginning of the process. Nor were these support plans
submitted to, and approved by, Council.

4. OCA services and skills:
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4.1 Most municipalities were satisfied with the OCA skills provided, although some felt
that support specialists needed more training in GRAP and financial statement
issues. Presumably these skills could more reasonably be expected to be found in
PT officials. Other key informants felt that some OCA specialists were not sufficiently
familiar with municipal legislation or processes.

4.2 There has been a large increase in spending on consultants for financial
management assistance in the last two financial years (2012/13 7 2013/14). This is
an indication that either government support initiatives are under-resourced and
cannot provide the level or intensity of service needed, or that they are not able to
provide all the required support services and/or skills.

4.3 Each of the six municipalities have reported still requiring financial management and
governance support in a range of different areas which include (but is not limited to)
strengthening MPACSs, strengthening SCM internal controls, resolving assets issues,
improving financial reporting, strengthening the performance management system
(e.g. cascading performance agreements), and assistance with debt collection and
revenue generation strategies (including improving indigent registrations). It is going
to be important for PT and CoGTA to engage and coordinate which department is
responsible for providing what kinds of support.

5. Municipal implementation of OCA support:

5.1 There have been a number of challenges with municipalities taking forward and
implementing OCA support that has been provided. This has undermined progress in
improving municipal; audit outcomes. These challenges include constraints to the
effective operation of MPACs and political interference in SCM processes.

5.2 It is clear that broader municipal governance support needs to coordinated with
financial management support plans and must also be provided to municipalities to
ensure their oversight structures are able to operate effectively if meaningful
progress is to be achieved with implementing audit action plans and improving audit
results.

5.3 It is possible that legislative amendments may be required to assist in improving the
effectiveness of MPACs through clarifying the role and functioning of MPACs and
ensuring MPACSs are able to hold the executive to account.

The main lessons identified regarding the provision of effective Provincial support to
municipalities to improve financial management, governance, and audit outcomes are

organised according to the four themes are as follows:

Table 16 Lessons for Eastern Cape Provincial municipal support for OCA evaluation

Theme Lessons for Eastern Cape Provincial municipal support
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OCA
approach and
process and
municipal
ownership

1.

Improving municipal audit outcomes requires sound management,
administrative and governance capacity, skills, processes and systems
to be in place. Therefore, a holistic, comprehensive and coordinated
support approach and response is needed from both national and
provincial Treasuries and CoGTA Departments.

Each municipalityds state of mana
governance capacity, skills, processes and systems is at various levels
of development and effectiveness and therefore there needs to be a
clear municipal diagnosis process to inform the identification of municipal
needs and which takes place though a coordinated process between
national and provincial Treasuries and CoGTA Departments (but with
clear roles identified and agreed throughout this process).

Each municipality needs to have a certain minimum financial
management staffing capacity (filled posts) in relevant financial
management support areas before hands-on or training support is
provided to that municipality in a specific aspect of financial
management. A clear message from Provincial government to
municipalities is needed as to certain minimum capacity which needs to
be in place before support can be provided in certain areas. Failure on
the part of municipalities to prioritise and fill certain financial
management posts not only contributes towards poor audit outcomes but
it also contributes to a waste of Provincial funds spent on support that
does not sustainably contribute towards improving municipal capacity.

It is vital that Provincial government adopt a partnership, as opposed to
a big brother, approach to supporting municipalities and that all
processes are carefully designed to achieve municipal ownership of any
support which is provided. The provincial support process should involve
a combination of a structured municipal self-assessment which covers
both financial management and governance issues (whereby
municipalities identify their strengths and weaknesses and level of
development) as well as a structured annual calendar of inter-
governmental engagements where municipalities present their
challenges in forums to both PT and CoGTA officials. This will allow PT
and CoGTA to identify additional support needs over and above the self-
assessment process.

Municipal support plans (called Municipal Governance Action Plans in
the Western Cape) need to be developed for the lower capacity,
vulnerable municipalities through joint interaction between the
municipality and PT and CoGTA EC. These plans must include the
specific roles and responsibilities of all parties involved, as well as
specific deliverables, time-frames and monitoring and reporting
arrangements. These plans must be approved by municipal Councils
before implementation commences and also be include in municipal
IDPs.

Management of municipal support requires pro-active managers with
carefully developed performance agreements which include KPIs for
resolving transversal constraints impacting on improved municipal audit
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outcomes (e.g. effective MPACSs, effective ICT and document
management systems, appointment of competent MMs and CFOs which
meet minimum competencies etc.).

OCA
coordination
including
monitoring
and reporting

All role-players involved in providing support to municipalities need to
participate in both Provincial and District-level inter-governmental
structures of various kinds whereby organisation and municipal- specific
support plans are presented and shared to allow for the identification of
duplication, synergies and coordination opportunities.

It is ideal that PT should be the primary driver of municipal financial
management support as part of their mandate in the MFMA and that
CoGTA EC provide a range of governance and service delivery support.
However, it is vital that PT and CoGTA EC need to design and
implement joint municipal engagement and support identification and
implementation processes and management structures if such support is
hoping to meaningfully and cost-effectively impact on improving
municipal audit results.

OCA services

Provincial support skills which are needed included skills in GRAP. It is

and skills probably appropriate that PT focus on providing support officials with
GRAP skills and that PT take responsibility for driving municipal financial
management support in terms of its mandate under the MFMA.

Municipal It is important for COGTA EC to prepare a carefully designed and

implementation coordinated (with organisations such as SALGA and PT) programme of

of OCA; municipal Councillor support ahead of the next municipal elections (to be

suppor

held mid 2016) so that this can be implemented as soon as practically
possible after the municipal elections. This will ensure that Councillors
are capacitated to understand their roles and responsibilities as well as
relevant municipal legislation and processes. This is important for
various reasons including ensuring that the ward committee system
functions well, that public participation is facilitated including the IDP
process, and that governance structures are able to function effectively.
To minimise disruptions (and, in some cases, a regression or
deterioration) in municipal service delivery and administrative reform
aimed at improving audit outcomes, it is important for Provincial
government to have a clear approach and set of pre-designed processes
to support municipalities to ensure that Section 56 and Section 57
appointments are filled as soon as possible by individuals who at least
comply with the regulations outlining minimum competency requirements
and that steps are taken to ensure that these positions are filled by
permanently appointed individuals as soon as possible after the
elections (if such positions need to be filled).
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3. How can the lessons learnt further inform the MSIF and District
Support Model to ensure coordinated financial management
support to municipalities?

Section three reviews the following issues in order to inform final lessons, conclusions and
recommendations regarding District Support Services which are contained in Section four.
3.1 Which other strategies in the sector are addressing the same thematic areas

as that of the OCA, incl. PT programmes, and what is the extent of similarities

and differences and how are they going to be synchronized for collaboration

purposes and into District Support Services?

3.2 Is there a departmental (CoGTA) wide strategy to sustain the improvement of audit
outcomes that has been achieved through OCA and other similar programmes?

3.3 Are there any corrective measures in place to deal with the obstacles that were faced
by OCA to ensure the effectiveness of District Support Service model or alternative
models?

3.4 Is the department(s) ready to integrate OCA into District Support Services and how is
this process going to be undertaken?

3.1 Other strategies and programmes in the sector carrying out similar functions to
OCA and synchronisation / collaboration issues and differences and how are they
going to be synchronized for collaboration purposes and into District Support
Services?

3.1.1 Existing strategies and initiatives similar to or related to OCA

At National level, National Treasury is responsible for addressing municipal financial
management while CoGTA is supposed to focus on Governance.

The following initiatives can be identified which involve municipal capacity assessments of
various kinds and which are supposed to inform the identification of municipal support
needs:

a) Back to Basics (COGTA);

b) Nati onal Tr easur y ihdudimyuhe Firancipl ManageraentfCapacity
Development Strategy (FMCDS) which includes the Financial Management
Capability Maturity Model (FMCMM) and assessment as well as the Municipal
Financial Management Improve Plan (MFIP) phase 2;

c) Provincial Treasury support and the Municipal CFO Support Programme;

d) S AL G AMusicipal Audit Support Programme (MASP); and

e) FNB6s Academy for Municipal Excell ence.

Annexure 13 contains further details on each of the above initiatives.
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There may be other relevant initiatives which have not been identified or discussed here due
to time limitations (e.g. the Municipal Support Improvement Grant, Co GTAOG6s A Adopt a
Municipality.o initiative etc.)

One clear challenge is that both National and Provincial governments are conducting a wide
range of municipal assessments, and also require a wide number of municipal reports and
there is clear overlap and duplication involved which also has the unintended effect of
consuming large amounts of municipal time and resources which detracts from their service
delivery resources. The NT FMCMM needs to be the primary municipal financial
management assessment tool that is used by all role-players to develop coordinated
financial management and governance support plans.

3.1.2 How are these initiatives going to be synchronized for collaboration purposes
and into District Support Services?

At a national level, key informants have reported that Treasury needs to take responsibility
for coordinating the MFMA and all related municipal financial management support and that
CoGTAS role is to focus on municipal governance (which could include internal audit
committees and MPACS) and service delivery. At the same time, the legislation sometimes
assigns functions to both Treasury and CoGTA where the roles are not clear (e.g. Annual
report processes).

At Provincial level the issue of which departments provide what support to municipalities
(linked to the mandates and roles of each Department) for financial management is still
being clarified between OTP, Provincial Treasury and Provincial Local Government (an
event was held in December 2014 where Departments were asked to communicate their
roles). Currently both PT and CoGTA both have Municipal Finance Units and there is clear
duplication which needs to be addressed as a matter of priority.

At this stage, the following comments can be made regarding synchronising municipal
financial management support initiatives:

a) The first step is to develop a set of detailed agreed financial management and
governance support role between PT and CoGTA. It is possible that these roles may
need to be phased with certain roles agreed for the 15/16 financial year and a slightly
different set of roles agreed for the 16/17 year etc. as certain financial management
support roles shift from CoGTA to PT (Annexure 3 provides the MFMA context for
specific departmental roles however this needs to be supplemented with the
Municipal Systems and Structures Act relevant provisions impacting on Departmental
roles).

b) There are a wide range of uncoordinated initiatives, beginning with municipal
assessments, to developing support plans, to implementing these plans. In order to
begin moving away from this uncoordinated situation, structures and processes need
to be put in place whereby the support plans of each role-player are discussed both
at an overall National/ Provincial level, as well as at a municipal specific level.
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c) Allrole-players need to agree to use the results of the FMCMM assessment (which
should now just be available from NT/ PT) and agree to developing ONE Municipal
Support Action Plan (MSAP) per municipality. A format for these support plans needs
to be agreed which should ideally include short (0-1 year), medium (1-3 years) and
long term (3-5 years) actions with the primary implementation responsibility of each
role-player for each action clearly indicated. These action plans then need to be
formally agreed with municipal management and submitted to Council for approval.

d) A set of coordination and inter-governmental structures and processes will need to
be agreed at Provincial level and which rationalises the reporting needs of both
CoGTA (national and provincial) and Treasury (hational and provincial) to minimise
the reporting burden on municipalities. Ideally The Eastern Cape Province (PT and
CoGTA) can conduct a rapid learning review tour of the Western Cape to identify
l essons and good practices to inform the refi
support intergovernmental structures and processes. As part of these inter-
governmental monitoring processes, municipalities will be required to report progress
with implementation of the MSAPs and all Provincial officials will be present to assist
in refining their support on an ongoing basis.

3.2Is there a [COGTA] departmental wide strategy to sustain the improvement of audit
outcomes that has been achieved through OCA and other similar programmes?

No clear strategy can be identified from documents which have been provided by CoGTA

EC.The picture that emerges from CoGTA ECO6s depar
uncoordinated support and departmental structure within CoGTA EC. There are larger

issues of role clarity, inter-governmental coordination and monitoring processes and

structures, as well as the support model and approach which first need to be be resolved

and which in a sense could be regarded as the contents of a strategy to sustain improved

audit results.

A March 2012 CoGTA: EC document on the Single Window of Coordination contains the
proposals for the following.

9 Principles of the Single Window of Coordination Plan;

1 The type of support rendered to municipalities;

1 Types of Municipal interventions; and

9 Prerequisites to support and intervene.

It appears that these proposals are very high level and general and are the same as
contained in the 2007 MSIF document prepared by the then Treasury Assistance Unit (see
Annexure 14) for key contents from the 2012 document on Single Window of Coordination).
This document contains details of 3 different support levels as well as a support approach
however, this appears to have been superseded by the Back to Basics approach as well as
by the FMCMM process.

CoGTA: EC has identified the following 2014-2019 medium term strategic objectives for its
Strategic Goal 2: Strengthening municipal institutional capacity to promote governance and
effective service delivery:
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Source: CoGTA EC. 2014

The CoGTA EC 2014/15 Operational Plan provides a slightly different version of Programme
26s Strategic Objectives as foll ows:

Source: CoGTA EC. July 2014.

CoGTA: EC has identified the following 2014/15 priorities to implement this Strategic Goal/
Programme 2:
1 Improve Audit Outcomes of Municipalities through ongoing hands-on support.

9 Fast track implementation of LGTAS projects as a National/Provincial Priority
Programme of the Minister/MEC [although LGTAS ceased to exist some years ago].
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