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PROGRESS REPORT ON PROVINCIAL INTERVENTION IN KANNALAND LOCAL MUNICIPALITY

FOR THE PERIOD SEPTEMBER TO DECEMBER 2025

Background

The Western Cape Provincial Government approved an intfervention in Kannaland Municipality in
terms of section 139(5)(a) of the Constitution on 13 December 2023. Following an extensive
consultation process, a mandatory Financial Recovery Plan (FRP) was approved on 11 August 2025
and implementation began on 1 September 2025.

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 submifted to stakeholders in terms of section147(1)(b) of the MFMA.
As there were challenges with Kannaland's reporting, and to better align with the calendar quarters,
this report covers the first four months of the intervention, up to December 2025.

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 terms 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).

This report covers the period 1 September 2025 to 31 December 2025.
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2.1

2.2

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

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 fo recommend that certain actions
from the FRP should be prioritised or delayed. The Committee will also confirm the updated numerical
targets in the FRP in instances where spending limits and revenue targets 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

Monthly 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 the Municipality, officials from Provincial Treasury and Department of
Local Government, and also representatives from South African Local Government Association
(SALGA).

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 once a week, on Thursdays. 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)
attends all meetings of the committee (on the virtual platform) and provides advice to the
Municipality. The cashflow committee reports monthly on its activities to 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,
differentiating between issues to be addressed in the short, medium, and long term. The recovery
plan is divided into three distinct but inferdependent 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
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monitored and emphasises key governance and insfitutional 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 Kannaland Local Municipality.

A financial forecasting model has been used to set financial targets for the Kannaland FRP over the
MTREF period. Grounded on the effective implementation of the FRP, it is anticipated 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 - Financial Management: Development of a Budget Funding Plan to move the Municipality
to a funded position, the preparation of a credible and funded 2026/27 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 2 - Service Delivery: Water and electricity management, implementation of a fleet
management system, monitoring of grant performance and the development of infrastructure
master plans.

Pillar 3 - Governance: Investigation of financial misconduct, the establishment of functional Council
committees, investigation of unauthorised, fruitless, wasteful, and irregular expenditure in
accordance with S32 of the MFMA, implementation of an audit action plan, review of the system of
delegations, various activities to improve contract management and the development and
implementation of a MFMA Legal compliance maftrix to address the high level of confingent
liabilities.

Pillar 4 - Institutional: Change Management, management of non-critical staff and contract
appointments, the prioritization of effective models for acquiring skiled 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.

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) and uploaded on the
GoMuni portal.

@ Action notes from Technical Committee meetings and cashflow committee meetings.

® Monthly and quarterly reports on financial performance required in terms of section 71 of the
MFMA.

® The adopted 2025/26 MTREF budgets of the Municipality.
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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 1 September 2025 to 31 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 not submitted by the Municipality for all the three months as only November 2025 was
uploaded and submitted to PT.

In the absence of complete monthly implementation reports for the period under review, the
progress reflected under the Financial Management pillar has been informed by the Cash Flow
Committee meeting minutes for October to December 2025. These minutes provided detailed
records of financial performance, key decisions, and identified risks, and were therefore utilised as a
primary source to assess progress against relevant FRP interventions. The report also draws from
Section 71 reports and the mid-year Section 72 report.

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

(I LErE S Completed/
Not started In progress (towards P X
X target being met
completion)
Pillar 1: Financial 61% 33% 2% 4%
Pillar 2: Services 8% 54% 38% 0%
Pillar 3: Governance 46% 27% 0% 27%
Pillar 4: Institutional 0% 48% 48% 2%

The Municipality is implementing a budget for 2025/26 that was prepared prior to the FRP being
approved.

DASHBOARD 2 - FRP FINANCIAL IMPACT

1st FRP Quarter
2024/25 year end 2025/26 December

position (June 2025) 2025 Data Notes and Comments

Cash on hand Cash has improved - per the bank
statement as at December 2025.

R4 422 969 R8 974 000

Total Debtors Data strings were used for these

R163 496 783 R180 691 562 figures. PT Support team is currently
assisting the Municipality with the
Provision for debtors revenue management techniques and
(impairment) R20 043 728 RO skills transfer. Also, two debt collectors
were appointed mid-March 2025 to
Nett debtors minimize the revenue issues for the
Municipality to improve collection of
R163 496 783 R187 182 677 outstanding revenue.
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1st FRP Quarter
2024/25 year end 2025/26 December

position (June 2025) 2025 Data Notes and Comments

Total Creditors R35 043 473 R37 804 566 mSCOA data strings were used for these

excluding Eskom figures.

Current Eskom Debt R7 227 930 R7 153 570 u Section 41 Report from NT was used.

Outstanding Eskom Section 41 Report from NT was used.

balance excluding R56 747 947 R69 098 698

current

Collection rate The Municipality has not fully complied
with the FRP, which provides guidelines
for revenue improvement that the
Municipality should follow to ensure
that the Municipality is able fo move

81% 79% progressively to collect the required

revenue levels at 95%. Reported a
below the FRP target of 85% collection
rate for 2025/26.

Current ratio The current ratio improved but is below
the National Treasury (NT)

recommended norm of 1.5 times
indicating that the Municipality may not
0.57 0.99 be able to pay its short-term obligations
when they are due using the data
strings as at December 2025.

Cash coverage The cost coverage ratio improved but is
below the NT norm of 1-3 months and
may not have the ability fo meet atf
least its monthly fixed operatfing
commitments from cash and short-term
investments without collecting any
additional revenue using the data
strings as at December 2025.

0.30 0.59

DASHBOARD 3 - PROGRESS AGAINST FRP TARGETS FOR REVENUE AND EXPENDITURE

The table below reflects actual budget performance against the revenue and expenditure targets
set in the FRP for quarter 1 of the 2025/26 Financial Year. However, the credibility of the figures is
questionable under the audited outcomes, 2025/26 Budget and in the Actual year-to-date’ column.
This remains a concern as the Municipality is still having mSCOA data strings alignment challenges.
A service provider was appointed fo assist with the budget enhancement project with support from
Provincial Treasury.
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FRP

TARGETS:
2024/25 2025/26 | ACTUAL: YTD
AUDELar L, AUDITED 2025/26 MTREF 2025/26 YTD
OUTCOMES BUDGET BUDGET (31 Dec) VARIANCE
R’000 R'000 R'000 R'000

Property Rates 28 504 29723 30799 12723 2.73
Electricity Revenue 86 289 107 694 96 838 40 864 (8.93)
Water Revenue 25346 30912 26 416 11319 (12.12)
Sanitation Revenue 10179 7 384 10818 4733 53.84
Refuse Revenue 9 937 9 258 10 569 4 668 21.01
Interest: Debtors 9 583 8 594 9 920 4077 13.85
Investment Revenue 1479 1 003 1577 478 14.27
Operational Grants 56 603 53 464 53 464 19 512 (12.41)
Fines & Penalties 236 231 257 395 311.43
Other Revenue 13754 6133 7 666 3089 (20.9)
Total Operational Revenue 241 910 254 396 248 324 101 858 (3.91)
EXPENDITURE

Employee Cost 114 550 97 832 98 362 42 809 5.78
Remuneration of Councillors 4264 3526 4 565 1653 12.50
Debt impairment -40 672 13 468 57 000 0 (100.00)
Depreciation and impairment 40 078 13179 13070 5491 0
Finance Charges 679 1 346 170 532 (5.16)
Bulk Purchases 63298 82476 66743 20 425 (40.56)
Other Materials 3759 8 331 3801 1511 (56.48)
Confracted Services 20514 20 447 22132 4168 (51.08)
Transfers and Grants 589 590 452 109 (55.53)
Other expenditure 31708 21 662 14949 4812 (47.01)
Total Operational Expenditure 238 767 262 857 281 243 81510 (25.38)
Surplus/(Deficit) 3144 (8 461) 32919 20 348 (729.78)

The financial results at the end of the first quarter of 2025/26 show serious financial pressure, with
weak revenue and ongoing spending problems. The surplus reported is mainly due to underspending
in some line items (including debt impairment), while key cost drivers such as employee-related costs
remain high, which means the financial position is not fruly sustainable. Given the early stage of the
Financial Recovery Plan (FRP) implementation, this position is expected, as the focus has been on
putting basic controls and systems in place. However, the conditions required to progress beyond
Phase 1 of the Financial Recovery Plan are not yet met, and continued emphasis must remain on
stabilisation and addressing underlying financial and operational constraints.
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The Municipality contfinues to face significant revenue and billing challenges. Electricity and water
revenues remain below budget, with debt collection and credit control failures resulting in the
Municipality not collecting a substantial portion of revenue owed. In Eskom supplied areas such as
Zoar, enforcement of credit control is particularly difficult for the Municipality. Additionally, problems
with the indigent register mean that subsidies are not correctly calculated, further impacting
revenue. These factors have led to a persistent increase in outstanding debtors and ongoing
financial strain on the Municipality.

Electricity bulk purchases are underperforming by 40.6 per cent against the year-to-date budget as
of November 2025. Provincial Treasury has advised the Municipality to ensure that all invoices are
captured when due and that regular reconciliations are performed, particularly given the
Municipality’s participation in the debt relief program. The Municipality is also required to reconcile
reported payments with proof of payment, include VAT in reported amounts, and ensure that
accounts payable align with bank withdrawals. This is essential for compliance and accurate
reporting under the debt relief program. Eskom reports that the Municipality is in arrears on their
current payments owed.

Pillar 1: Financial Management

The table below provides an overview of the Municipality’'s implementation of key Financial
Recovery Plan (FRP) interventions under Pillar 1: Financial Management. The table reflects progress
made in strengthening cash flow management, revenue enhancement, cost containment, and
debt management during the quarter under review. While notable progress has been achieved in
instituting weekly financial monitoring and implementing revenue and expenditure controls, the
Municipality continues to face significant financial sustainability risks. These include escalating
employee related costs, ongoing pressures in meeting Eskom debt obligations, and weaknesses in
revenue collection performance.

The progress table therefore highlights both the extent of implementation of FRP actions and the key
risks and constraints that may impact the Municipality’s ability to achieve the intended financial
recovery outcomes.

Table 1  Financial Recovery Plan Activities and Progress for Pillar 1: Financial Management

1. Weekly cash flow e Weekly cash flow projections prepared | The Municipality must:
management and which include all mandatory payments | ¢ Continue weekly cash flow
reporting to Auditor General, DWS, Contractors, projections and trend analysis.

Salaries and Donations. @ Prioritize Eskom payments and

e Detailed bank and investment reduce non-essential
balances presented in every cash flow expenditure.
meeting. .
e Implement recommendations
e Concern over sustainability of Eskom from the legal review on
payments and risk of losing Eskom debt overtime.

relief benefits for the second write off. .
e Develop a clear medium-term

e High employee costs (49% of cash flow improvement plan.
operational budget) remain a major

pressure point.




Key Activities prioritised

during the quarter under

Key Actions and Progress and/or
Challenges and Risks

Recommendations for next quarter

review

Concerns were raised regarding the
payment of overtime to employees
above the prescribed threshold, and
the need to ensure compliance with
conditions of service and eligibility
criteria for overtime benefits.

Cash flow sustainability and lack of
clear medium-term improvement
frajectory raised as a risk.

2. Revenve collection
and credit control

External debt collection ongoing by the
appointed service providers NFD and

The Municipality must:

thresholds identified across
departments.

Political support staff receiving overtime
despite non-essential classification.

Financial system mapping issues
(misallocated costs) remains a
challenge.

Internal policy review underway; need
to evaluate SALGA agreements and
Basic Conditions of Employment Act.

e Intensify disconnection and
Tipper Attorneys. credit control measures.
Average monthly billing: R12.00 million e Address service provider
or R13.00 million with the Collection capacity for disconnections.
rates - Electricity 97%, Prepaid 82%, . .
Refuse/Sewer <50%. e Rewew- and update coIIec‘r.lon
strategies for underperforming
Outstanding debtors increased due to services.
drought water fariffs. e Monitor and report on impact
Block list of 103 households which of festive collection drives.
amounted to R786 000 for
disconnection delayed due to service
provider capacity.
Disconnection and festive collection
drives implemented.
The Municipality aims to maintain
eligibility for Eskom Debt Relief
Programme.
3. Employee-related Payroll audit formally required as part of | @ Payroll audit fo be undertaken
costs and payroll FRP implementation. which will include the
control PT in the process of appointing an verification and skills audit, with
external service provider to conduct a a service provider
comprehensive payroll audit and appointment in January 2026.
validation exercise. @ The Municipality must enforce
Risk remains that employee-related strict overtime pre-approval
costs continue to exceed budget due and compliance with
to lack of verified data, weak controls, fhresholds.
and delays in implementing corrective e Findlize infernal policy review
measures pending completion of the and align with legal/collective
audit. agreements.
Overtime/standby above legislative @ Report on cost drivers and

implement corrective actions
for misallocated costs.
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Key Activities prioritised

during the quarter under
review

Key Actions and Progress and/or
Challenges and Risks

Recommendations for next quarter

Debt Relief Programme.

4. Cost containment e Updated cost containment Finalize and implement revised
and expenditure implementation report compiled, cost containment policy.
control including union communication. Continue monitoring and

e All donations halted until financial reporting on all expenditure
stability is achieved and a formall categories.
resolution is adopted. Provide detailed fleet and fuel

e Comparative analysis of general expenditure reports.
expenditure and fuel costs requested. Maintain communication with

e Monitoring of salary expenditure unions and staff on cost
monthly. containment.

e Enforcement of cost containment
measures ongoing.

5. Grantand @ The Municipality to review the Contfinue monitoring and
infrastructure classification of grant expenditure reporting on grant and
expenditure under Grants and Subsidies. infrastructure spending.
monitoring e Ongoing monitoring of infrastructure Identify and address unfunded

and grant utilisation. project portions.

e Detailed grant register (allocations, Adjust project plans based on
expenditure, balance) presented to the available funding and grant
cash flow committee. conditions.

e Full grant reconciliation report Complete grant reconciliation
requested from the Municipality to report.
better understand the negative
balances and prior year rollovers.

6. Eskom debt relief e Eskom outstanding balance confirmed Prioritize Eskom payments and
and compliance at R80 million. maintain compliance with

e® November Eskom payment not made; payment plan.
cash flow remained tight. Submit revised payment

e Revised Eskom payment schedule and schedule and commitment
commitment letter in progress. letter.

e Aim to maintain eligibility for Eskom Monitor and report on Eskom

debt relief compliance
monthly.

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 Cash Flow Committee further identified a number of critical cross-cutting risks during the
period September to December 2025 that require urgent attention by the Municipality. These
include ongoing liquidity constraints affecting the Municipality's ability o meet current financial
obligations, the risk of an unfunded adjustment budget due to revenue underperformance and
escalating expenditure pressures, and continued weaknesses in internal confrols and
enforcement of financial policies.

@ In addition, data integrity challenges and financial system limitations were noted as impacting
the reliability of financial reporting and decision-making during the period under review. While
several inferventions were initiated, there was limited evidence of measurable impact,
particularly in relation to reducing employee-related costs and improving overall financial

sustainability.
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@ Theserisks, if not addressed, may adversely affect the Municipality’s ability to achieve the
objectives of the Financial Recovery Plan and maintain compliance with the Eskom Debft Relief

Programme.

Pillar 2:  Service Delivery

Table 2

Financial Recovery Plan Activities and Progress for Pillar 2: Service Delivery

Spatial Development Framework
prepared for public participation

Kannaland is working with Garden
Route & Hessequa Municipality to
appoint a land use inspector.

Asset Management

Kannaland are establishing an inter-
departmental Asset Management
Committee and developing annual
maintenance plans for water, sewer,
electricity, and roads infrastructure.

Report on functioning of
the new committee

Update of WSDP & WCDM Plans funded
from the DLG’s water resilience grant in
2025/26

A local state of disaster remains in
effect for water shortages as of
January 2026. Critical refurbishments
are ongoing for the Ladismith and
Calitzdorp water freatment works to
stabilize supply.

Monitor and maintain 24hr running
operations for all WTW and WWTW
plants recently refurbished and
upgraded.

BOCHMA & The GRDM were
engaged to assist with the sampling
of tfreated water. The Municipality
will set up a monthly schedule with
an independent lab to conduct the
tests on their behalf in the absence
of a lab or capable officials
internally.

DLG & SALGA should
also look at funding
fowards test kits and
fraining of process
controllers to conducts
critical parameter
festing weekly. Develop
a monitoring &
maintenance SOP for
each plant Timeously
report to IRIS system to
improve Blue drop and
Green Drop scores

Develop and Roll out a phased SMART
meter installation program fo replace all
old conventional and prepaid meters

The SMART meter project and the
meter repair program are currently in
the implementation phase.

Confinue to track
revenue imp act of new
SMART meter system

Prioritize repairs of yellow plant
machinery to support service delivery
functions

Prioritizing repairs of all "yellow plant"
machinery (construction and
maintenance vehicles) in
collaboration with neighbouring
Municipality.

Track impact in terms of
reducing confractor
costs.

Urgently apply for closure/ expansion
and rehabilitation permit extensions for
inactive landfill and disposal sites

In process to formally apply for
closure, separation, and
rehabilitation permits for localized
landfill sites.

Update on progress with
application.

Link traffic fines to vehicle licensing and
registrations

Targeting a 15% collection rate for
2025/26, increasing to 30% by
2027/28.

Traffic department to
submit documentation
by 31 March 2026.




Pillar 3: Governance

Table 3

Key Activities prioritised during the

quarter under review

Key Actions and Progress and/or

Challenges and Risks

Financial Recovery Plan Activities and Progress for Pillar 3: Governance

Recommendations for
next quarter

Governance Model

e MPAC Terms of reference not
aligned with MSA sec 79A, and
MFMA Circular 92

e MPAC ToR misaligned with MSA Sec
79A and MFMA Circular 92

e Staff and Councillors in arrears on
municipal bills

e Training was conducted. POE
submitted

e MPAC TOR developed. To be
approved by council and
workshopped with MPAC

e Ongoing In process.

e Matter finalised no
further action
required

e Continued
reporting on
progress

Contract Management

e Inadequate contract management
processes (Still needs to be adopted
by Council)

In process. Ongoing

Continued reporting
on progress

Litigation and Contingent Liabilities

@ No structured management or
monitoring of litigation and
contfingent liabilities

No progress

The status remains the
same. Provide draft
policies.

UIF&W and Consequence Management
e Incomplete UIF & W Register

e Lack of astructured UIF&W
framework and consequence
management approach

In process. Ongoing

Continued reporting
on progress

Information and Communication
Technology

e |ICT Steering Committee not meeting
regularly.

@ No Disaster Recovery Plan

e Fire hazard due to storage of

flammable materials (old PC boxes)
in server room.

Meeting scheduled

No progress
Removed

Continued reporting
on progress

Finalised no further
action required

Audit Action Plans

@ Persistent negative audit outcomes
and stagnation (2021/22 — 2023/24
disclaimers).

Limited progress. Ongoing

PT provided refresher
fraining on AAP NT
web-based portal in
February 2026 and the
Municipality uploaded
the AAP accordingly.
Limited progress on
resolving unresolved
findings from 2024/25
audit. PTis monitoring
progress.
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Key Activities prioritised during the

Key Actions and Progress and/or

Recommendations for

quarter under review

Internal Audit and Audit Committees

e No reports submitted by Internal
Audit to Audit Committee — Non-
compliance with legislation

e Audit Committee failed to meet the
minimum four meetings per financial
year in 2023/24 (only met twice).

Challenges and Risks

No progress

next quarter

The status remains the
same. Urgent action
required

Pillar 4: Institutional
Table 4

Key Activities prioritised during the

quarter under review

Key Actions and Progress and/or
Challenges and Risks

Financial Recovery Plan Activities and Progress for Pillar 4: Institutional

Recommendations
for next quarter

Review of Organisational Structure

@ The Municipality has not redefined its
operating model.

e The 2023 approved organizational
structure.

@ Approved unbundled department
report.

Due in Feb 2026

Job descriptions that are in line with
TASK JE system.

Approved job descriptions that are in line
with TASK JE system-Dec 2025

Develop and adopt HR Strategy that
aligns with the FRP objectives.

@ The Municipality does not have an HR
strategy and lacks critical
competencies

Approved HR
strategy due end of
February 2026

Disciplinary cases are not handled

Register with finalised outstanding
disciplinary cases

Due date Feb 2026

Cascade performance management
from post levels 19 to 12 and ensure
signed performance agreements

Performance Agreement template for
levels 12-19

Due date Jan 2026

Developed employment and
performance contracts.

CMA Framework tabled to Council by 31
January 2026, with 100% of Senior
Managers' Performance Agreements
updated to include CMA
implementation as a KRA by 31 March
2026.

Leave management policy to be clear
on officials not signing on behalf of
others.

Align and approve leave management
policy and SOP.

Due in July 2026-
Policy to be
approved

Verify and vetting of all staff
qualifications and take disciplinary
action against staff who misrepresented
or do not have the necessary
qualifications in relation to the requisite
minimum requirements of JD and
institute disciplinary action against those
responsible for iregular/unlawful
appointments.

Capacitated officials meeting Minimum
competency levels and statement of
results.

Due March 2027
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4.1

4.2

4.3

4.4

Engage SALGA and or Bargaining Training sessions for 100% of current LLF None

Council to conduct and maintain members conducted by SALGA and/or

training for LLF members. Bargaining Council by 31 October 2025.

The Municipality does not have an HR Conduct audit on section 56 managers Audit report on

strategy and lacks critical qualifications. section 56

competencies managers
qualification-due
October 2026

Optimised utilisation of record Due Feb 2026

management system.

Documented Record Management Due Feb 2027

Workflow Management System

Support Provided to the Municipality

The Provincial Treasury and Department of Local Government are confinuing 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 and training
sessions (as described above).

@ A National Treasury-funded Municipal Finance Improvement Programme (MFIP) advisor has
been deployed in Kannaland on a part-time basis, however from April 2026, a new advisor with
more time available for Kannaland will be moved to assist the Municipality. His particular focus
will be on improving FRP reporting.

@ Municipal Infrastructure Support Agent (MISA) advisors also provide extensive hands-on support
in Kannaland.

Grant funding has been provided for several projects in 2025/26, including R500 000 from Provincial
Treasury for cascading the performance management system to all levels within the Municipality.
Naftfional Treasury has supported the installation of smart prepaid electricity meters in Kannaland
Municipality to improve revenue management. The estimated value of this support is R35.2 million
and was planned to install over 4200 meters in all households and businesses in the municipal-
supplied areas within Kannaland.

Provincial Treasury is funding two support projects that began implementation in 2025/26:

@ Budget and Financial Management Support - a service provider has been appointed to assist
with budgeting, financial reporting, and MFMA compliance.

@ Payroll Audit and Review - a service provider has been appointed to conduct a
comprehensive payroll audit. Initial analysis shows concern regarding staffing costs, with
temporary staff costs equalling or exceeding permanent staff salaries. This will be addressed
through the audit which has been carried out by the system service provider.



5.1

52

5.3

5.4

5.5

5.6

5.7

5.8

6.1

6.2

6.3

CONCLUSIONS

Section 147(1)(a) of the MFMA requires that an intervention be reviewed quarterly to establish:
i) progress with resolving the Municipality’s financial problems and its financial recovery; and
i) the effectiveness of the FRP.

As this period covers the early stage of implementation of the Kannaland FRP, the Municipality is
clearly still in a state of financial crisis. The Municipality has not yet resolved its billing issues and the
collection rate is below the FRP target of 85 per cent for the 2025/26 budget year, and the
Municipality has also been performing low than the Municipal Debt Relief condition of achieving an
95 per cent collection rate. The Municipality is not able to pay its creditors consistently and reliably.

The Municipality has struggled to meet the reporting requirements of the FRP. As a result, it has been
difficult fo measure progress on implementation of the FRP activities in detail.

The Municipality has been slow to fully institutionalise the FRP. Progress on the FRP will be greatly
accelerated as the municipal administration and council prioritise working through the FRP and
complying with it fully in all their activities. The Municipality has committed to do this.

The Municipality also acknowledges the need for additional execution capacity (across finance,
governance, and service delivery functions), including fo address technical skills deficits in critical
posts and institutionalise systems weaknesses affecting data integrity, performance tracking, and
decision-making. Provincial government will work with the municipality to identify mechanisms
progressively address these challenges, in line with the FRP.

While there are weekly cash flow meetings, the financial issues that caused the financial crisis remain.
Expenditure remains above what the Municipality can afford, which affects the ability of the
Municipality to make regular payments on bulk accounts. The credibility of data strings remains an
issue. This is particularly concerning when frying to manage the shortfalls on operational
commitments.

Efforts to address the problems with revenue collection and the opportunity posed by the Municipal
Debt Relief Programme and SMART meter grant are noted. However, the poor performance of the
Municipality means that they may not qualify for the write-off of the second third of its debt owed to
Eskom due to not meeting the conditions.

In this quarter the Municipality continued with the implementation of the 2025/26 budget that was
adopted prior to 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. The
Municipality need to institutionalise the implementation of the FRP in all relevant areas across the
Municipality.

The Municipality, working with the new MFIP advisor, must improve compliance with the FRP reporting
requirements.

Provincial government will confinue to provide support to assist the implementation of the FRP
(condifional on cooperation of the Municipality and their commitment to implement changes
idenftified through support activities).



6.4 Currently only a low proportion of FRP action items have been finalised across all 4 pillars. Most of the
activities are sfill outstanding. The Municipality is therefore not yet ready to be evaluated for a
possible move to the next phase of the FRP.
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