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PROGRESS REPORT ON PROVINCIAL INTERVENTION IN BEAUFORT WEST LOCAL MUNICIPALITY FOR

THE PERIOD OCTOBER TO DECEMBER 2025
Background

Beaufort West Local Municipality (“Municipality”) has a long history of financial problems that stem
from governance and administrative failures. As a result, a Financial Recovery Plan (FRP) was
approved by the provincial Minister of Finance in terms of section 143(2) (a) of the Local Government
Municipal Finance Management Act, 2003 (Act No. 56 of 2003) (MFMA) on 7 March 2022. The FRP
was presented to Council and implementation commenced on 23 March 2022.

The FRP is structured with four pillars, for governance, institutional, financial management and service
delivery. Reporting on detailed actions for each of the activities under these pillars is provided in the
annexures to this report.

Quarterly reports detailing the progress of the implementation of the FRP are prepared in terms of
section 147(1) of the MFMA and submitted to stakeholders in terms of section147(1)(b) of the MFMA.

Section 147(1)(a) requires a review on any discretionary provincial intervention referred to in
section 137 or any mandatory provincial intervention referred to in section 139, including progress
with resolving the municipality’s financial problems and its financial recovery and the effectiveness
of any financial recovery plan.

In ferms of section 147(1)(b) of the MFMA, this report must be submitted to:

(i) the Municipality;

(i) the Minister of Finance;

(iii) the Minister of Cooperative Governance and Traditional Affairs;

(iv) the provincial legislature; and

(v) organised local government in the province (South African Local Government Association).

The WCG opted to further strengthen the implementation of the FRP by also developing a Section
154 Support Plan that primarily focuses on further unpacking and addressing governance,
institutional and service delivery challenges based on the findings of a diagnostic report.

This report covers the period 23 October 2025 to 23 December 2025.
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2.1

Institutionalisation of the FRP
Committees established to oversee the FRP

The implementation of the FRP is the responsibility of the Municipality, with the support of the
provincial government. Three structures/committees were established which allow the Municipality
to provide feedback on progress regarding the implementation. These committees are structured
as follows:

Oversight Committee

Section 1.5 of the FRP stipulates that the intervention will be subject to oversight by an Oversight
Committee who will report directly to the MEC Finance and the Provincial Executive of the Western
Cape. The Oversight Committee monitors progress and assists to unblock any challenges that may
hinder the success of this intervention. This Committee has the authority to recommend that certain
actions from the FRP should be prioritised or delayed. The Committee will also confirm the updated
numerical targefs in the FRP in instances where spending limits and revenue ftargets are based on
variable data such as inflation rates, administered price increases and past performance. The
Committee is also tasked with assessing progress and approving the shift from one phase of the FRP
to another. This committee meets at least quarterly.

Technical Committee

Weekly Technical Committee check-in meetings organised by Provincial Treasury (PT) and the
Department of Local Government (DLG) are held to monitor detailed progress on the
implementation plan of the FRP where challenges are identified, and remedial steps/solutions are
provided. This committee includes but is not limited to the Municipal Manager, Chief Financial Officer
and Senior Management of Beaufort West Municipality, officials from Provincial Treasury and
Department of Local Government, and also representatives from South African Local Government
Association (SALGA).

This committee meets every Wednesday to review progress on key actions listed under each pillar
of the FRP. All actions agreed to are recorded in action minutes and progress is followed up on in a
review of the action minutes at the subsequent meeting.

Cash Flow Committee

The rescue phase of the FRP includes a requirement to “Establish a Cashflow Committee that must
meet weekly to discuss financial status of the Municipality and prioritise cashflow commitments”
(page 65 of the FRP).

The Cashflow Committee meets twice a week, on Mondays and Fridays. The committee discusses
the current financial position of the Municipality, monitors progress on revenue collection and
recommends actions to improve collections. The committee also discusses and agrees on the
prioritisation of payments. The Provincial Treasury’ Director: Local Government Revenue and
Expenditure (Group 2) attend all meetings of the committee (on the virtual platform) and provides
advice to the Municipality. The cashflow committee reports monthly on its activities fo the Technical
Committee in a standardised template.

Structure of FRP

The financial recovery plan adopts a strategic, focused approach which is fime-bound yet
comprehensive enough to ensure that the underlying causes of the crisis are adequately addressed.
To achieve this objective, the financial recovery plan presents a phased approach to recovery,
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differentiating between issues to be addressed in the short, medium, and long term. The recovery
plan is divided into three distinct but interdependent phases. These include a Rescue Phase
(Phase 1) which focuses primarily on cash and restoring the cash position of the Municipality,
followed by a Stabilisation Phase (Phase 2) which expands on the financial indicators to be
monitored and emphasises key governance and instfitutional issues which must simultaneously be
addressed and finally, a Sustainability Phase (Phase 3) to inter alia ensure that indicators are
developed that will give effect to the long-term financial sustainability of the Municipality. The
approach is designed to ensure that financial recovery is not only achieved, but more importantly,
that progress is institutionalised and sustained within the Beaufort West Local Municipality.

A financial forecasting model has been used to set financial targets for the Beaufort West FRP over
the MTREF period. Grounded on the effective implementation of the FRP, it is anficipated that the
Municipality will progressively move towards a position of improved financial sustainability over a
3-year period, should the Municipality comply with its obligations in terms of the FRP and continue to
work together with the various role players.

The activities in each phase of the FRP are grouped under four pillars. The key actions in the first
phase of the FRP include the following:

Pillar 1 - Governance: Investigation of financial misconduct, the establishment of functional Council
committees, investigation of unauthorised, fruitless, wasteful, and irregular expenditure in
accordance with $32 of the MFMA, implementation of an audit action plan, review of the system of
delegations, various activities fo improve confract management and the development and
implementation of a MFMA Legal compliance matrix to address the high level of contingent
liabilities.

Pillar 2 - Institutional: Change Management, management of non-critical staff and contract
appointments, the prioritization of effective models for acquiring skilled human resources to ensure
that the FRP can be executed, the verification of staff qualifications, the filing of critical vacancies
and re-establishing of the Local Labour Forum.

Pillar 3 - Financial Management: Development of a Budget Funding Plan to move the Municipality
to a funded position, the preparation of a credible and funded 2022/23 MTREF Budget, cost
containment measures, revenue improvement activities, the establishment of a Revenue Technical
Committee, the re-negotiation of creditor payment plans, cost-reflective tariffs and activities for the
effective administration and control of the Municipality's bank accounts in line with the MFMA and
FRP targets.

Pillar 4 - Service Delivery: Water and electricity management, implementation of a fleet
management system, monitoring of grant performance and the development of infrastructure
master plans.

Progress on the implementation of the FRP

The progress on the implementation of the FRP is collated and obtained through the following reports
and engagements, amongst others:

@ Monthly FRP Implementation Plan reports submitted by the Municipality to both the Department
of Local Government (DLG) and the Provincial Treasury (PT). It was also a requirement of the
Municipal Debt Relief programme that these reports must be uploaded on the GoMuni portal
from April 2023 onwards.

@ Action minutes from weekly Technical Committee meetings and semi-weekly cashflow
committee meetings. However, Municipality had a backlog of cash-flow meetings minutes which
was addressed during the quarter under review.
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® Monthly and quarterly reports on financial performance required in terms of section 71 of the

MFMA.

® The adopted 2024/25 and 2025/26 MTREF budgets of the Municipality.

The subsections below set out a summary of progress against the targets in each of the four pillars of
the FRP in the period from 23 October 2025 to 23 December 2025. This report is not infended to give
a comprehensive account of all indicators, but rather to summarise overall progress on each of the
four pillars of the FRP. Detailed reports on progress against each activity in the implementation plan
were submitted by the Municipality monthly.

FRP DASHBOARDS — OVERVIEW OF PERFORMANCE AGAINST FRP TARGETS

The table below highlights the proportion of activities under each of the 4 pillars of the FRP that have
been completed, are nearing completion, are in progress and activities that haven't started yet.

DASHBOARD 1 - PROGRESS ON ACTIVITIES PER PILLAR

On track
(towards Completed/
Not started In progress completion) target being met
Pillar 1: Governance 0% 0% 100% 0%
Pillar 2: Institutional 0% 0% 25% 75%
Pillar 3: Financial 0% 0% 36% 64%
Pillar 4: Services 0% 0% 90% 10%

DASHBOARD 2 - FRP FINANCIAL IMPACT

June
ployZ

June
2025

1st Quarter
2025/26

September
2025

2nd Quarter
2025/26

December
ployL

Data Notes

Cash on R16.39 R13.83 | R15.64 | R17.26 R55.15 R68.65 In aggregate the
hand million million million million million million Municipality reported cash
and cash equivalents of
i i R64.80 million as of 31
December 2025.
(Investments R68.65 million
and an overdraft on the
primary bank account of
R3.86 million.
Total R168.54 | R193.09 |R205.32| R211.247 | R221.693 R206.787 Data strings were used for
Debtors million million million million million million these figures.PT assisted the
Municipality with the
Provision RO RO R44.674 | (R18.665) RO RO revenue management
for million million techniques and skills
fransfer. Also, the close-out
c!ebto.rs report from the Thuso
(impairme financial consultants
nt) provided guidance and
Nett R168.54 | R193.09 |R160.65| R211.247 | R221.69 | R206.787 workable solutions for the
- - - - - L Municipality to improve
debtors million million million million million million collection of outstanding
revenue. The Municipality
has not recorded any
significant movements on
debt impairment line item
for the period under review.




June
2022

June
2023

1st Quarter
2025/26

September
2025

2nd Quarter
2025/26
December
2025

Data Notes

Total R40.33 R66.33 |R40.617 | R48.492 R55.285 R57.173 mSCOA data strings were

Creditors million million million million million million ﬁ used for these figures.

excluding

Eskom

Current R16.39 R17.41 |R17.959| R20.587 R22.176 R10.105 Section 41 Report from NT

Eskom Debt million million million million million million @ was used.

Outstanding | R81.77 R78.89 |R76.762| R51.175 R51.175 R51.175 Section 41 Report from NT

Eskom million million million million million million ﬂ was used.

balance Outstanding balance has

excluding stabilised. The Municipality

current has received the first write-
off letter of R25.587 million
from Eskom and is on track
to receive the second
write-off letfter.

Collection 79% 81% 85% 84% 90% 920% The Municipality has not

rate fully complied with the FRP
target during the period

<:E> under review, which

provides guidelines for
revenue improvement that
the Municipality should
follow to ensure that the
Municipality is able to move
progressively to collect the
required revenue levels of
95%. However an
improvement is noted when
compared to previous
financial years, whilst it
maintained the
percentage when
compared to previous
quarter.
Below the FRP target of 95%
collection rate for 2025/26.

Current ratio 00.69 0.75 0.78 1.01 0.93 0.85 As per the C-schedules
submitted by the
Municipality.

Cash -0.38 0.65 0.58 0.52 1.28 0.86 months As per the C-schedules

coverage month | months months submitted by the
Municipality.

Conditional 10.83 R4.94 R2.60 R4.40 R22.64 R35.85 Grants are cash-backed.

Grants million million million million million million

cash-

backed
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DASHBOARD 3 - PROGRESS AGAINST FRP TARGETS FOR REVENUE AND EXPENDITURE

3.3 The table below reflects actual budget performance against the revenue and expenditure targets
setin the FRP for quarter 2 of the 2025/26 financial year. It should be noted that the information used
in this report is from the mSCOA data strings submitted by the Municipality.

TARGETS: ACTUAL: YTD

2024/25 2025/26 2025/26
BUDGET ITEM AUDITED BUDGET: MTREF December YTD
OUTCOMES 2025/26 YTD 2025 VARIANCE

R'000 MTREF R'000 R'000 R'000
Property Rates 55326 57 971 28 985 28 669 -1.09
Electricity Revenue 106 461 138 976 69 488 69 899 0.59
Water Revenue 27119 29 856 14928 18 300 22.59
Sanitation Revenue 19772 22 939 11470 10093 -12.01
Refuse Revenue 11036 13190 6 595 5808 -11.94
Interest: Debtors 9154 12711 6 356 4224 -33.54
Investment Revenue 6131 2915 1 458 1862 27.75
Operational Grants 99 321 154791 77 396 77 781 0.50
Fines & Penalties 67 093 83 479 41739 5142 -87.68
Other Revenue 35 658 37 493 18 747 5109 -177.22
Total Operational Revenue 437 071 554 322 277 161 224 886 -18.14
EXPENDITURE
Employee Cost 130 994 151 147 75574 69 738 -15.23
Remuneration of Councillors 6 536 7 320 3 660 3203 -16.51
Debt impairment -26 532 66 155 33079 - -100
Depreciatfion and impairment 31 601 26 085 13043 13043
Finance Charges 14 468 1395 698 539 -33.54
Bulk Purchases 106 242 121 951 60975 49 673 -16.82
Other Materials 21189 27 010 13 505 7 926 -50.71
Contracted Services 25067 76115 38 058 10 204 -77.15
Other expenditure 154 281 74745 37373 53 849 -8.75
Total Operational Expenditure 463 844 551 925 275 963 208 255 -24.54
Surplus/(Deficit) -26 775 (33 237) 1198 18 631

3.4 The financial results at the end of second quarter for 2025/26 financial year reflect an operating
surplus of R18.631 million against a targeted operating deficit for the year of R33.237 million. Debt
impairment reported zero movement against a projected target to date of R33.079 million.



3.5 Billed revenue from all service charges recorded an overperformance when compared to the
targeted biling to date. The impact of the stringent control measures implemented through the
cash-flow committee established as required in the FRP is being adhered to by the Municipality. It
was identified in the 2023/24 and 2024/25 audited years that overspending occurred at year-end on
irecoverable debt written-off (included in other expenditure figure), and finance charges
expendifure items which is a potential cause for concern, though some of the interest reflects
payments to creditors from previous financial years.

Pillar 1: Governance

Key initiatives under the governance pillar of the FRP have progressed during the period underreview
- these are detailed in the table below.

Table 1 Financial Recovery Plan Activities and Progress for Pillar 1: Governance
Key Activities prioritised during the Key Actions and Progress (including Recommendations
quarter under review evidence of progress and/or challenges for next quarter
encountered)
Unauthorised, Irregular, Fruitless and The UIFW has been presented to MPAC | Continued
Wasteful expenditure and Council. All the Forensic Reports | monitoring
e No UIFW expenditure policy and prepared have also been presented to
reduction plan MPAC and Council. Matters that require

further investigation the process for such
has started, the Municipality will also

Interest due to late payments of follow up on cases opened with Hawks
creditors and SIU.

Overspending on budget

® Non-compliance with supply chain
management processes

® No section 32 investigations done

Immovable Property Porifolio A draft Revenue Enhancement Strategy | Confinued
Loss of revenue, no approved alienation | Was developed and submitted to Cash | monitoring
policy, ineffective management, flow for comments.

Ineffective collection of revenue on comments have been received on the

leased properties, illegal occupation of draft revenue enhancement strategy.
properties, market related rentals needs | ¢ key deliverable is the data cleansing.
updating, inadequate institutional

@ correct GV loaded onto the financial
arrangements

system

e correct tariffs charged for various
municipal services

® ensure revenue completeness by
ensuring that all services are charged
per property.

® cost analysis fo be performed for the
outsourcing of credit control and debt
collection.

® actual meter readings should be kept
at 90% and above.

@ dall business debtors to be collected or
disconnected.

® government debt to be collected
fimeously or face credit confrol
penalties (i.e. disconnection
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General comments and issues regarding this pillar:

Committee functionality:

@ The Municipality has an established MPAC in accordance with section 79A of the Structures Act.
The committee meets regularly. The last meeting was held on 11 November 2025, and three
reports were submitted to council.

Status of Senior Managers:

The Municipality has five senior management posts:

@ Municipal Manager

@ Director: Corporate Services

@ Chief Financial Officer

@ Director: Community Services and

@ Director: Infrastructure Services

The Municipal Manager and Director: Community Services positions are vacant.

The Municipal Manager position has been vacant since May 2025. The lack of an appointed
Municipal Manager has had a negative impact on the stability of the administration, has strained
capacity as other senior officials have had to do double-duty as acting Municipal Manager while
continuing their former responsibilities. This has negatively impacted the ability of the municipality to
drive implementation of the FRP.

Pillar 2: Institutional

3.6 A number of key initiatives under the institutional pillar of the FRP have commenced during the period
under review - these are detailed in the table below.

Table 2 Financial Recovery Plan Activities and Progress for pillar 2: Institutional

Key Activities prioritised during the Key Actions and Progress (including Recommendations for

quarter under review evidence of progress and/or next quarter
challenges encountered)

Conduct an assessment of current | The municipality has conducted | Review of

structure. organizational review and completed | organisational
Continue implementing processes related | the process and the sfructure was | structure completed.
to the approved organisational structure | @PProved by council on 29 June 2023,
and confract appointments. submitted to the MEC. MEC provided
comments the comments were tabled
to Council and resolution submitted.
Review of organisational structure
completed.

Limit appointment of non-critical staff
appointments and contract
appointments; appointments should only
be made if: (i) the post is on the approved
organogram; (i) the post is critical to the | Municipality to develop a model for
functioning of/delivery of services of the | filing of critical vacancies. Model for
Municipality and achieving the objectives | the approval of crifical vacancies was
of the FRP; and (i) if funding for the post is | fabled fo Council, however funds are
available (this must be confirmed by the | nof available to fill vacant posts.
cashflow committee prior fo the vacancy
being advertised).
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Key Activities prioritised during the

quarter under review

Key Actions and Progress (including
evidence of progress and/or
challenges encountered)

Recommendations for
next quarter

Conduct an assessment of approved Job
Descriptions.

Develop Job Descriptions based on the

The structure has been finalised,
approved by council on 29 June 2023,
and submitted to the MEC: Local

Report on progress
next  quarter and
commence with the

from post levels 12 to 1.

from DLG regarding the
implementation on the performance
management from post levels 12to 1 -
this will form part of the support being
provided for the implementation of the
Municipal Staff Regulations.

current structure. Government. assessment  of  job
Consult affected employees and their | Further consultation with stakeholders descriptions in  the
representatives. on job descriptions is underway. infrastructure unit.
Review Job Descriptions for changed, The Municipality commenced with the
new, migrated posts. assessment  of  job  descriptions,
Directorates Corporate and
Community Services is in progress.
Conduct a detailed assessment of the | The HR Policies have been adopted
following HR Policies: Recruitment & | and approved by the Municipal
Selection, Cell phones, Support Staff for | Council on 26 June 2023.
Political Offices, Succession Planning. | praft Policies such as the
Study Scheme & Essential User Scheme. Communications  Strategy, Medical
fitness, promotion, placement,
incapacity) were tabled and
approved by Council.
Conduct an analysis of staff members | The Municipality indicates it has | Report on progress
whose quadlifications have not been | formally notified employees of the | next quarter.
vetted. mandatory  deadline and  that
Conduct vetting qualifications of all disciplir-mry action would be taken
affected employees, present a report fo | should it not be adhered to.
Council, and institute consequence | The first batch of Qualifications verified,
management against employees whose | no irregularities.
qualifications are not authentic. The second batch pending verification
with DLG Resource.
Develop and Sign Personal Development | Performance confracts are being | Report on progress
Plans with the MM and s56 Managers. prepared for the financial year 2022/23 | next quarter.
and it is anticipated that this will be
finalised once the senior managers are
permanently appointed.
Cascade performance management | The Municipality has sought assistance | Report  on  progress

next quarter.

It is anficipated that
funding for the
Performance

Management System
will be transferred to

provide a report to council, and

implement any audit outcomes.

submitted to DLG.

Grant funding will be provided for this, | the  Municipality in
the transfer payment agreement for | March 2026.
funding for the Performance
Management System was sent to the
Municipality.
Conduct skills audits for all employees, | Skills Audit completed, report to be | Final report to be

submitted to DLG

Urgently procure all required PPE/C.

PPE has been procured and project is
completed.

Project completed.
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3.7

3.8

3.9

Key Activities prioritised during the Key Actions and Progress (including Recommendations for

quarter under review evidence of progress and/or next quarter
challenges encountered)

Filling of critical posts The previously vacant positions of CFO | Report on  progress
and Director Infrastructure has been | next quarter.
filed.
The position of MM has been
readvertised.

Pillar 3:  Financial Management

The established cashflow committee contfinued as the driver of the implementation of the finance
pillar of the FRP.

Significant progress was seen in improving revenue collection and as a result, payments to creditors,
including Eskom have become routine and reliable. In this quarter the Municipality continued to
submit the monthly debft relief compliance checklists and supporting documentation as part of their
section 71 reports, as their application was approved with effect from 1st July 2023. Also, the
Municipality received a formal confirmation letter from National Treasury of the first one third write-
off for the debt owed to Eskom and is on track to qualify for the second tranche of the debt relief
write-off. This is a fremendous benefit for the cash-strapped Municipality. The Municipality must keep
up with this performance, to be eligible for the remaining third of the Eskom debft write off at end of
June 2026. The conditions of the Eskom Debt Relief programme will also help restore financial best
practice while the programme will free some revenue by writing off the historic debt of Eskom that is
owed by the Municipality at the end of each 12-month period of the programme, as long as the
Municipality has fully complied with all the debt relief conditions as stipulated in MFMA circular no
124.

The table below indicates areas of notable progress as well as risks and challenges in implementing
this pillar during the quarter under review. The table below is not a complete list of all the activities in
this pillar — details of that are set out in the monthly report completed by the Municipality. This table
only highlights the activities that need to be brought to the attention of the Oversight Committee.

Table 3 Financial Recovery Plan Activities and Progress for pillar 3: Financial Management
Key Activities Key Actions and Progress (including evidence of progress Recommendations
prioritised during and/or challenges encountered)
the quarter
under review
Financial S71 in-year monitoring reports submitted timeously. The remaining gaps
Reporting Several challenges with regards to mSCOA implementation still | Must be rectified
remain: urgently.
¢ The Municipality did not account for VAT in the service Muni.cipoli’ry to
charges - electricity. provide progress on
L . . . . MSCOA
® Municipality sfill fransacting against zero budget line items | . .
. . . implementation and
and making use of incorrect default transations and
. challenges
functions.
encountered.

® The municipality fransacted under Typical work
stream:property  rates:.discretionary with  no budget
allocation.

® Fund segment not adequately used as the municipality
fransacted under non-funding transaction and Equitable
shares.
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Key Activities
prioritised during

the quarter

under review

Key Actions and Progress (including evidence of progress
and/or challenges encountered)

Recommendations

The function segment is not balancing to zero since some
represent a gain and others reflect a loss.

Costing segment not used correctly everything has lumped
under the primary fransactions and no indirect cost /
secondary costs which have been disclosed (Charges and
Recoveries).

Revenue
Management

Collection rates remained below the FRP target during this
quarter due to challenges with meter readings and block
file.

Billed amounts continued to be corrected during this quarter
fo produce an improved collection rate. However, they
were still non-compliant with the FRP targets, which provides
guidelines for revenue improvement that the Municipality
should follow to ensure that the Municipality is able to move
progressively to collect the required revenue levels of 95%
(target for 2025/26 financial year is a 95% collection rate).

The Municipality regularly reports on prepaid blocking file
and disconnection list. Consumers are responding to the
control measures implemented as there is revenue inflow.
The Municipality utilises Meterman application to obtain
meter readings for both electricity and water consumption.
Import of meter readings is completed into the financial
system after all check-reading and exemptions are
completed. Municipality levies a water flat rate for all
customers  (including indigents) that are currently
unmetered.

Smart meter management project is underway, and
households that refused access for the installation of these
meters remain in the unmetered category. Resistance from
the public was experienced during the initial installation
process. Customers were informed that the Credit Control
and Indigent Policy, together with the relevant by-law
provisions, would be enforced including the suspension of
services and, where applicable, the revocation of indigent
status for non-compliance. Disconnection notices are
served 14 days prior fo disconnection.

Overperformance on service charges biling was noted
during this quarter, however, the Municipality is still
experiencing bypassing of meters, dysfunctional, faulty, or
malfunctioning electricity meters challenges and high
volume of journal entries that are being processed. The
Municipality must investigate these issues as they continue to
negatively impact on revenue collection.

Provincial Treasury provided funding assistance for
procurement of prepaid meters in 2023/24 financial year.
The funds were unspent by 30 June 2024, and a roll-over
application was submitted and approved by PT as the delay
was due to the finalisation of the RT29 transversal tender
issues.

Municipality needs to
focus on improved
biling and revenue
collection.

Revenue and
Technical
departments should
review the current
revenue ecosystem to
ensure that all the
challenges are
addressed to improve
revenue.

Implement measures
identified by Thuso
Financial Consultants
(appointed by PT) to
address revenue
management
problems.

These gaps must be
rectified urgently for
the municipality fo
graduate to the next
phase of the FRP.
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Key Activities
prioritised during

the quarter
under review

Key Actions and Progress (including evidence of progress
and/or challenges encountered)

Recommendations

An improvement in water losses in the wards where the 240
smart meters were installed was recorded as 4 per cent
reduction from 76 per cent to 72 per cent water losses was
noted. The Municipality received an invitation to apply for
the Smart Meter Grant from National Treasury and has been
allocated support for the installation of smart water meters.

Debtors over 90 days amounts to R175.887 million or 85 per
cent of total outstanding debtors of R206.787 million, a
reduction was noted when compared to end of September
2025 amount of R186.787 million. Property rates, service
charges water, waste, wastewater management sources
and “other” debtors contributed to the high debtors over 20
days amount.

Expenditure
Management

The Municipality is addressing its historic outstanding
creditors through the Debt Relief Programme for electricity,
while the newly infroduced Water Debt Relief Programme, is
expected to provide further support. Payment
arrangements (AODs) were made with major creditors;
these interventions have confributed significantly to
managing creditor debt and improving working capital.

Municipality has outstanding debts over 30 days of R113.255
million as at end December 2025, of this amount, R51.174
million is owed to Eskom. A reduction was noted when
compared to total creditors over 30 days amount of R124.73
million at the end of September 2025. The Municipality has
adhered to the payment condition of the Eskom current
account and received its first write-off of Eskom debt; it is
now awaiting the outcome for the second write-off.

As at end December 2025, the Municipality spent 38 per
cent of its operating expenditure budget of R551.925 million.
It is noted that during this quarter all line items have
underspent when compared to the year-to-date budget
amount of R275.963 milion, with the exception of
irecoverable debts written off and operational costs line
items that have overspent and debt impairment line item
that reported zero movements for the quarter. The overall
position indicates general underspending across most
categories, with specific cost pressures noted in
irecoverable debts and operational expenditure.

MM and CFO to make
use of expenditure
management
exceptions reports as
an early warning sign
detector tool to avoid
over-spending and
non-priority spending.

Capital
Expenditure

As at end December 2025, the Municipality reported
spending of 15 per cent against the capital budget of
R62.018 million.

The capital budget is primarily funded through government
grants and expenditure on grant-funded capital projects is
significantly below the year-to-date projections. This level of
underperformance at mid-year is below the spending
thresholds typically required in terms of grant conditions.

As a result, the Municipality may receive grant withholding

letters for national grants due to non-compliance with the
prescribed grant framework performance expectations.

The Municipality must
implement measures
that will improve
capital spending
performance, reduce
the risk of grant
withholding, and
enhance overall
service delivery
outcomes.
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Key Activities Key Actions and Progress (including evidence of progress Recommendations

prioritised during and/or challenges encountered)
the quarter
under review
Cash The Municipality started the financial year 2025/26 with a | Continue to monitor
Management positive cash and cash equivalents balance. The outcome of | cash inflow and
and Financial | the pre-audited Financial Statements ratios reported a current | outflow via the weekly
ratios rafio, liquidity ratio and cost coverage ratio of 1.01:1,0.19:1 and | cash flow committee

0.52 months respectively for the 2024/25 financial year. | fo maximise revenue
Furthermore, a positive cash and cash equivalents balance was | and expenditure
reported at the end of the quarter, however, the cash backed | control.
commitments exceed the available cash and cash equivalents
of the Municipality.

Although the Municipality meet its short-term obligations, the
available cash and cash equivalents is not sufficient to cover
the cash commitments, and the payment obligations are
discussed at the cash flow committee meetings fo monitor the
cash flow of the Municipality.

The outcome of the ratios above are fluctuating. The
Municipality are experiencing liquidity challenges; however, it
should be noted that there is an improvement in the cash
position of the Municipality. Despite the improvement, the
current cash position is not sufficient to sustain the obligations of
the Municipality.

Audit Action Plan | Beaufort West's 2024/25 audit was finalised and the status | Continue to
improved from Qualified with findings, to unquadlified, with | implement Audit
finings. This is a major improvement. Action Plan

3.10 The following are some of the issues that were identified during the cash-flow committee meetings
and requires urgent attention from the Municipality:

@ The monthly section 71 report does not have the additionalinformation and reasons for variances
that is presented by the Municipality in the weekly fechnical committees.

@ Progress has been made in negotiating with creditors (supported by the Provincial Treasury),
payment arrangements have been signed with the Auditor-General of South Africa and
provincial Department of Mobility.

@ Lack of internal controls on the revenue management cycle as it is not properly managed.
@ Outfstanding debts to creditors to be kept below 2 per cent of the operating budget.

® The Municipality is still not generating sufficient revenue monthly to cover its costs. The reported
collection rate of the Municipality for the second quarter is still at 90 per cent as it was in the first
quarter and is still below the FRP target of 95 per cent.

@ The Municipality has started a process to track and engage consumers in the Municipality per
category (for example, businesses, farmers and government debtors). As a result, prepaid block
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files and disconnection lists are reported during the meetings, slow payments movements are
seen from these initiatives, however, more controls need to be in place to increase the payments
received from customers.

3.11

Beaufort West has managed to maintain its payments for its current Eskom bill throughout the first

two years of the debt relief and adhered to the conditions of the Municipal Debt Relief programme.

3.12

The 2025/26 budget that was adopted by the Municipality did not have any major differences when

compared to the FRP targets, it was prepared and aligned to FRP parameters.

Pillar 4:  Service Delivery

3.13

The Municipality is dealing with a broad range of service delivery challenges. Addressing these within

the Municipality’s existing financial and capacity constraints is a crifical aspect of the FRP's
implementation. The table below highlights some of the key activities during the period under review.
It shows a focus on water and energy infrastructure, among others, and the efforts under the FRP o
ensure that infrastructure is developed, maintained, and repaired to reduce future expenditure and
bolster the municipality’s capacity to enhance revenue.

Table 4

Key Activities prioritised

during the quarter under
review

Key Actions and Progress (including
evidence of progress and/or challenges
encountered)

Financial Recovery Plan Activities and Progress for pillar 4: Service Delivery

Recommendations for next
quarter

Borehole infrastructure repair —
vandalism.

Initial interaction with SAPS I.f,0 overall security
issues underway.

Municipality completed business plans linked to
the 2025/26 DLG: WR Grant allocation — linked to
the repair of critical boreholes HR15 and HR16.

Improve security and engage with
SAPS i.t.o overall security issues
within Beaufort West.

Fund allocations linked to the
2025/26 DLG: WR Grant was
recently gazetted.

Augmentation of water supply
- surface and ground water.

Merweville

Practical completion reached by end of June
2023.

Project within twelve (12) month maintenance
period.

Murrysburg

Practical completion reached by end of June
2023.

Project within twelve (12) month maintenance
period.

Both projects were successfully
completed

Further invesfigations fo be
conducted for the augmentation
of Bulk water supply to Beaufort
West

Potable Water Supply

Procurement of “My City Logging system” -
approved by Mun's Cashflow Committee. New
deviation signed by MM.

My City Loggers have been
procured and is still active, the
existing contract will however laps
in May 2026 and need to be
procured again

Inadequate maintenance of
municipal fleet

Prioritization of maintenance and repairs of critical
operational fleet

Specialised vehicles to be funded by MIG.

Repairs to the grader is prioritize to
maintain gravel roads - in progress.

Mig funded vehicles:

® Frontendloader - delivered
to the Mun.

Operational and maintenance
at WTW.

Final water pumps replaced at WTW — completed.

Completion of O & M plans for all
water and wastewater
infrastructure to be developed
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Key Activities prioritised

during the quarter under
review

Key Actions and Progress (including
evidence of progress and/or challenges
encountered)

Recommendations for next
quarter

Adherence fto staftutory OHS
Act - fraining, prof registrations
and CPD.

Employees have been trained to ensure
compliance with OHS - Operator’s licenses, Cherry
Pickers and Crane Trucks. Completed.

Ensure professional registration of
technical engineering staff -
ongoing.

Ensure service delivery during
loadshedding.

Municipality infroduced “petrol services” during
loadshedding periods to reduce vandalism.

Ongoing interaction with SAPS and
the Local Community.

Training internal staff in order to
comply with GMR requirements

Operating licensing completed.

Switching authority licensing sfill
outstanding.

Develop an Energy Demand

Side Management  (EDMS)
strategy fo reduce electricity
losses fo below 10 and

implement strategy.

The data collection process is completed, the
Municipality is currently developing the EDMS
strategy.

Look at utilisation of *“green
energy” Ufilisation to reduce
energy costs — future planning.

Installation of biling meters to
replace non-functioning
meters.

Ongoing.

Replacement of meters on ad-hoc
basis - replacement of faulty
meters using grant funding from PT.

Implement the asset protection
strategy to minimize theft and
vandalism.

The Municipality is in a process of developing a
strategy to address the escalation of vandalism
against municipal assets.

Memorandum of Understanding in terms asset
protection and theft / vandalism crime prevention
- not completed.

Conduct  workshops between
BWM, SAPS, ESKOM, District Mun
and sign a MOU in terms asset
protection and theft / vandalism

crime prevention - to be
coordinated and agreements
signed.

Implement water conservation
and demand strategy.

Prioritise the repair of all visible
water losses and sewer spillages

Ongoing - all major pipe breaks are prioritised.
Installation of pre-paid meters

Introduce pressure throttling / re-
setting of pressure reducing valves
during peak water demand
periods — fo reduce potential high

strategic billing meters;

Installation and monitoring of
zone meters, installation of and
upgrade of water meters.

Municipality needs to subscribe to My City Logging
System to effectively monitor the zone meters.

Two new bulk water meters have been installed to
measure the bulk water supplied to Beaufort West.

and respond to any breaks in water losses. Ongoing monthly
services. process.
Identify consumers in the | Ongoing - categorisation of consumers is being | Identify and liaise with “high water
Municipality per category; done by the Municipality. usage” residents / individuals and
Ensure all consumers have businesses in terms of ilegal /
functional meters; and Identify and licise with “high water usage” unavthorised water usage - lisfing
: N ’ ) of identified parties on Municipal
Read all consumer meters | residents / individuals and businesses in terms of .
. ) . website fo be completed -
monthly. ilegal / unauthorised water usage —in progress. .
ongoing.
Install  check meters on | Ongoing - Zone Meters are installed, the | Align bulk water metering strategy

with completed Water Services
Development Plan and Water
Demand Management - in
progress.

Municipality currently have bulk
water meters as part of bulk water

SANS 0214.

supply and demand
management.
Water Quality must comply to | Ongoing - Uploaded on IRIS system monthly. Mun to introduce mitigation

actions linked to the findings of the
DWS.

PROGRESS REPORT ON PROVINCIAL INTERVENTION IN BEAUFORT WEST MUNICIPALITY: OCT — DEC 2025




Key Activities prioritised

during the quarter under
review

Key Actions and Progress (including
evidence of progress and/or challenges
encountered)

Recommendations for next
quarter

Adequate skiled, competent | Ongoing. Process controllers have been for

technical staff for maintenance NQF level 3 and 4 training however

and meter reading (artisans) in the vacancy of Superintendent

line with the Institutional Model Water and Sewerage Treatment

on filing of critical vacancies has not been filed.

and review of the organization

structure. The critical vacancies within the
water reticulation network section
is of concern as only 19 of the 35
positions are filed of with 4
plumber positions are vacant
causing a backlog on attending to
complaints and increasing water
losses

Emergency repairs and | Ongoing. Conduct community licison

refurbishment of all water borne workshops with the local

sanitation system:s. community  to identify  their
sanitation service delivery need
and concerns. Not completed.

Develop a short-term fleet | The fleet performance progress report is | Fleet Management System to be

management and funding | institutionalised and submitted by the acting fleet | implemented in conjunction with

plan and Implement a Fleet
Management System.

manager on a monthly basis.

Fuel consumption report submitted to the

Municipal Manager - Monthly

approval and implementation of
Fleet Acquisition Business Plans —
ongoing development in progress.

Ensure that the mechanical
workshop is functional to repair

The list of equipment required is kept up to date by
Acting-Director: Infrastructure — ongoing.

Repairs to be conducted within
budgetary capacity of the

vehicles and equipment Municipality as approved by CFO
internally. and SCM.

Implementation of the | A new bid was advertised and is closed on 19 | Appoint a Community Director
Integrated Waste | August 2022 - completed. and Environmental Officer on

Management Plan (IWMP) of
Beaufort West LM Landfill Sites.

“contract” to address IWMP issues.

Promulgate updated by-laws
as required.

Waste by- law approved by Council.

By-law must be advertised for public participation
- public participation process in progress.

Waste by- law must be finally ed
and approved by Council after
public participation process.

Develop and implement an
Emergency Road Repair
Program/Undertake Road

maintenance by focusing on
the fixing of potholes, curb side
maintenance, and other visible
issues.

Ongoing.

Evaluate and prioritise pot-hole
repair in terms of land-use areas:
residential business node (near
and around shopping cenfres),
industrial areas as well as bus
routes.

General comments and issues regarding this pillar:

In summary there is progress on:

® Engagement with SAPS has begun to address vandalism of borehole infrastructure, with funding
and plans in place for critical repairs; improved security measures are still required.

® Water augmentation projects have been completed in some areas and are under
maintenance, while further work is needed to strengthen bulk water supply in Beaufort West.

PROGRESS REPORT ON PROVINCIAL INTERVENTION IN BEAUFORT WEST MUNICIPALITY: OCT — DEC 2025




® A waterlogging system has been implemented and is operational, but will require renewal when
the current contract expires.

@ Maintenance of critical municipal fleet is being prioritised, with some equipment already
delivered and repairs underway.

@ Key upgrades at the water tfreatment works have been completed, with a need to formalise
ongoing operations and maintenance plans.

e Staff fraining for health and safety compliance has been completed, though professional
registration of technical staff remains in progress.

® Measures have been infroduced to maintain service delivery during loadshedding, including
security paftrols, with continued stakeholder engagement required.

® Work on an energy demand management strategy is underway, with future opportunities to
incorporate green energy solutions.

® Replacement of faulty meters and improvements to metering systems are ongoing to strengthen
billing and revenue management.

@ Development of an asset protection strategy is in progress, though formal agreements with key
stakeholders are still outstanding.

® Water conservation efforts are ongoing, focusing on leak repairs, pressure management, and
monitoring high water users.

@ Water quality is being monitored regularly, with further actions needed to address identified risks.

@ Skills development initiatives are underway, but critical staff shortages continue to impact service
delivery.

@ Sanitation system repairs are ongoing, although community engagement on service needs
remains incomplete.

® Fleet management processes have improved through regular reporting, with a comprehensive
system still under development.

® Waste management planning has progressed, but finalisation of by-laws and appointment of
key personnel are sfill required.

® Road maintenance activities are ongoing, with a need to prioritise high-impact and high-traffic
areas.

However, underspending on capital projects places many of the gains in the service delivery pillar
af risk.



4.1

4.2

5.1

5.2

5.3

5.4

5.5

5.6

5.7

5.8

Support Provided to the Municipality

The Provincial Treasury and Department of Local Government have made all efforts to support the
Municipality in the implementation of the current FRP.

On-going hands-on support is provided to the Municipality and both the Provincial Treasury and
Department of Local Government are committed to ensuring that the objectives of the FRP are
achieved. Some examples include:

@ Provincial Treasury and DLG officials provide confinuous advice and support, including
participating in regular cashflow committee meetings and FRP Technical meetings.

@ Grant funding support, including for data cleansing that assisted to resolve billing problemes.
National Treasury has also supported the installation of smart prepaid water meters in Beaufort
West Municipality to improve revenue management.

® A National Treasury-funded Municipal Finance Improvement Programme (MFIP) advisor has
been deployed to support Beaufort West (shared resource with a neighbouring municipality).

@ Support for the FRP is also complimented by a broader Section 154 Support Package
coordinated by the Department of Local Government

CONCLUSIONS
Section 147(1)(a) of the MFMA requires that an intervention be reviewed quarterly to establish:

progress with resolving the Municipality’s financial problems and its financial recovery; and

i) the effectiveness of the FRP.

While this quarter saw steady implementation of the Beaufort West FRP, the Municipality has not yet
resolved its financial crisis. The Municipality has noft fully resolved its billing issues, and the collection
rate is below the FRP target of 95 per cent for the 2025/26 budget year.

The municipality has also not made substantial progress in improving its overall financial position and
sustainability. Its liquidity ratios are still well below the norms, and the municipality does not have the
reserves required to be able to be confident that it can operate sustainably without the additional
support of a FRP.

The Municipality graduated from the first to the second phase of implementing the FRP at the end
of 2023. Although the Municipality has not fully achieved all the key targets in the FRP, it has
substantively achieved the stabilisation of its financial position, which was the primary goal of the first
phase.

Implementation of the FRP has shown that Beaufort West has been able to achieve progress on
many aspects of phase 2. Close cooperation and guidance from provincial departments has been
key to much of this progress.

Efforts to address the problems with revenue collection and the opportunity posed by the Municipal
Debt Relief Programme are noted and it is expected that the Municipality will qualify for the second
write-off of a third of its debt owed to Eskom. The Municipality is commended for complying with the
debt relief conditions for the first write off that has been received.

Key elements of the governance, institutional and service delivery pillars have been successfully
implemented.



5.9

6.1

6.2

6.3

6.4

The cooperation of the municipal administration and support of Council have been a key factorin
the successful institutionalisation of the FRP in the Municipality. However, the high number of acting
positions among senior administration officials had a destabilising effect on the administration and
implementation of the FRP.

Recommendations

The Municipality must address the FRP targets that have been missed and intensify its implementation
of the FRP, including implementing recommendations listed in tables 1, 2, 3 and 4 of this report as
well as the Cashflow Committee and Technical Committee.

Provincial government will confinue to provide support to assist the implementation of the FRP
(conditional on cooperation of Beaufort West and their commitment to implement changes
identified through support activities).

Beaufort West has consolidated its progress in implementing phase 2 of the FRP. However, it has not
achieved the improvements in revenue or liquidity that would indicate improved long-term financial
sustainability. This needs to be addressed for the municipality to be able to move to phase 3.

The lack of an appointed Municipal Manager is a major constraint to the successful implementation
of the FRP and must be addressed as a priority for Council.



