
DRAFT RECOVERY PROGRAM FOR THE OUDTSHOORN MUNICIPALITY
Louis Scheepers, Administrator Oudtshoorn Municipality

12 June 2007

TABLE OF CONTENTS

11.
INTRODUCTION


12.
BACKGROUND


43.
INTERVENTION START-UP


64.
CURRENT ORGANISATIONAL DESIGN


85.
DIAGNOSTIC EXCERCISE


96.
RECOVERY PROGRAM


187.
ROAD AHEAD


198.
CONCLUSION




1.
INTRODUCTION

The purpose of this report is to provide information on the lead-up to and the status quo in respect of the s139 intervention in the Oudtshoorn Municipality (the Municipality). The report also introduces a draft recovery program for the Municipality to the role-players who have interest in the recovery of the Oudtshoorn Municipality. These role-players include:

· Provincial Cabinet of the Western Cape;

· Department of Provincial & Local Government; and
· MEC and Department of Local Government & Housing, WCPG.
The report and the draft recovery program recommended are based on the observations of the administrator since he took office. As explained later in the report, a detailed diagnostic exercise will be performed commencing on 10 May 2007. This diagnostic exercise will provide evidence based information on which a final recovery program can be based.

2.
BACKGROUND  

In 2006 the MEC for Local Government & Housing (the MEC) received numerous complaints from councillors, officials and members of the public in connection with allegations of mal-administration, fraud, corruption and other mal-practices. The MEC wrote to the municipality and after not receiving satisfactory replies, met with the councillors and senior officials on 19 September 2006.

In this meeting there was general consensus amongst members of the Council that the MEC must investigate the allegations levelled. The MEC then decided in November 2006 to institute an investigation in terms of section 106 of the Municipal Systems Act, 2000. Adv. Joey Moses was appointed as chairperson and Mr. Meko Magida as member of the commission. Mr. Desmond Grootboom was appointed as secretary. The terms of reference of the commission were:

· The payment of performance bonuses to employees appointed in terms of section 57 of the Municipal Systems Act without performance agreements being in place;
· Lack of employment contracts in respect of section 57 employees;
· Language – use of Afrikaans only in council meetings;
· Submission of motions by councillors denied;
· Dismissal and suspension of senior staff;
· Investigations against municipal manager and other senior staff members;
· No response by municipal officials to councillor letters;
· Use of racist language in the council chamber;
· Payment of six-monthly performance bonus to the municipal manager and departmental heads without proper evaluation and valid agreements;
· The payment of a severance package to a former official, Mr H Bezuidenhout, after the charges against him has been dropped.  No reflection in the minutes of the municipal council for this conduct; and
· Other allegations brought to the attention of the Commission at the public hearing.

The commission held public hearings in Oudtshoorn in November/December 2006 and heard oral evidence and received in the order of 25 lever arch files of documentary evidence. The commission submitted its report to the MEC on 2 March 2007. The general findings of the commission are as follows:

There is internal strife and conflict in the Municipal Council and within the administration. There is an acute and destructive sense of distrust permeating the political and administrative structures of the Oudtshoorn Municipality. This has virtually collapsed the Oudtshoorn municipality and has effectively prevented it from serving its constituency, the people, especially the poor and marginalized community of Oudtshoorn.

In the circumstances, the Commission concludes and it is their finding, that this represents an extraordinary state of affairs within the Oudtshoorn Municipality, indicative of a serious crisis situation, which must be addressed urgently, comprehensively, effectively and efficiently. Sections 105 and 106 of the Municipal Systems Act, 2000 read with section 139 of the Constitution, 1996 provide the legislative framework to address this crisis situation. 

During and after the commission’s activities the political and administrative situation in the Municipality kept on deteriorating. This led the provincial executive of the Western Cape to resolve on 14 March 2007 to intervene in the Oudtshoorn Municipality in terms of section 139 of the Constitution, 1996. The terms of the intervention are:
· That all powers of the Council and the municipal manager be revoked and be assumed by an administrator functioning under the direction of the Provincial Executive;
· That the intervention commences on 19 March 2007;
· That the Council not be dissolved and that the serving Councillors be retained as ordinary members in an advisory capacity to the administrator; and
· That the intervention will last for six months.
As is required by section 139(2)(a) of the Constitution the Provincial Executive informed the Minister for Provincial & Local Government (the Minister), the Provincial Legislature of the Western Cape (the Legislature) and the National Council of Provinces (the NCOP) of the intervention within fourteen days.

The Minister in terms of section 139(2)(b) of the Constitution approved of the intervention within 28 days after the intervention began, subject to:

· That the assumption by the Provincial Executive of the Municipal Council’s powers be limited to the Municipal Council’s executive powers;

· That the Municipal Council’s legislative powers, that is, the power to adopt a budget, impose revenue raising measures and adopt by-laws, remain vested in the Municipal Council;

· That the Provincial Executive provide the department with a recovery plan within a month of such approval and monthly progress reports thereafter, and

· The Provincial Executive providing the terms of reference of the Administrator that will be submitted with the recovery plan clarifying in precise terms of what the powers of the administrator are, especially viz-a-viz the Municipal Council.
3.
INTERVENTION START-UP
The administrator met with the full Council of the Municipality on 19 March 2007. In this meeting all the parties represented in the Council as well as the individual Councillors committed themselves to the intervention and to restoring the municipality back to sustainability. 

A representative from each party represented on Council forms a coordinating committee that interacts with the administrator. This group is comprised of Councillor Japie Coetzee (ANC), Alderman Angeline Lekay (OCA), Councillor James Swigelaar (DA) and Councillor Jeffrey Swartbooi (ID). The Councillors also serve as chairpersons of the four portfolio committees of the Council.  

Since assumption of office on 19 March 2007 the administrator has come to the conclusion that the challenges in the municipality are much deeper than initially thought. Some of these challenges are:

· A dysfunctional organisational structure;

· A general lack of adequate and acceptable processes, procedures and systems;
· A lack of the implementation of Batho Pele principles in the interaction of especially the administration with the community;
· High vacancy rate amongst the senior posts of the Municipality;

· An unsustainable budget;

· Payment rate of 84%, resulting in an expected income shortfall of R24m at the end of the 2006/2007 financial year;

· Inability to meet the statutory requirements in respect of the tabling of the draft budget ninety days before the beginning of the financial year;

· Complaints by the environmental health officers of the Eden District Municipality (Eden) that the municipality is discharging raw effluent into the Olifants River;

· Suspicion about the adequacy of the bulk infrastructure of the municipality;

· Chaos and disarray in respect of the planning and implementation of human settlement projects;

· Insufficient capacity and inability to deal with the town planning functions of the municipality and its negative impact on the financial sustainability of the municipality;

· A general lack of managerial responsibilities;

· The absence of policies required in terms of legislation; 

· A gap between the skills, experience, qualifications and abilities of some officials and what is required of them;
· Readiness to comply with GAMAP/GRAP; and
· Distrust between different sectors of the community.
The Development Bank of Southern Africa (DBSA) deployed Mr. Carel Goosen to the municipality in terms of their Siyenza Manje Program. Upon request by the administrator they have now consented to Mr. Goosen acting as CFO for a period of three months to allow the municipality an opportunity to appoint a suitably qualified and experienced person this position.

Eden has also deployed some of their staff to assist in the administration of the municipality. In this regard Mr. Pat Wagenaar is deployed to the Municipality on a full-time basis for the duration of the intervention, Mr. Francois Goosen on a part-time (two days per week) basis and other staff, especially finance people on an as-needed basis.  
4.
CURRENT ORGANISATIONAL DESIGN
The terms of the s139 intervention imposes an intervention at the political level, i.e. in that it removes the decision making powers of the Council except in respect of the legislative powers on the one hand, and also removes the statutory powers of the municipal manager. Both these functions, i.e. political and administrative functions are assumed by the administrator on behalf of the Provincial Executive.

The organisational design of the municipality therefore looks as follows at present:
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Figure 1: Graphic Illustration of Current Organisational Design
5.
DIAGNOSTIC EXCERCISE

A management audit was performed in the municipality to assist with the development of a recovery plan. This management audit, or diagnostic exercise, was aimed at determining through a planned, measured and scientific process what the problems are that faces the municipality and to make input into the recovery program.

The audit was constrained by the fact that it had to be completed in a relatively short space of time (it had to be completed in a period of fourteen days). The never the less produced a report that indicates that the municipality is faced with serious challenges that will need external support and funding. In this regard they state as follows:

The difficulties that emanated from this limited audit are of a serious nature and if considered jointly with the Section 106 report as well as the Auditor-General’s report in respect of the 2005/2006 financial statements of the municipality, more than warrants the MEC’s drastic Section 139 intervention. No doubt exists that the municipality was mismanaged to the extent that it is now faced with serious difficulties that will require time, money and skills to resolve, both in the administration as well as the political terrain. The functioning of corporate and financial services have collapsed to such an extent that these services cannot be turned around without external intervention and assistance.  

6.
RECOVERY PROGRAM

The purpose of the recovery program must be to assist the municipality to become a sustainable and developmental local government. To achieve this, the Municipality must:

· Be able to perform the functions assigned to it by the constitution and other legislation efficiently and effectively;
· Involve people in their own governance through structures such as ward committees and other community participation mechanisms;
· Have the ability to raise the revenue due to it;
· Provide a safety net of free basic services to ensure that the poorest of the poor have access to the minimum level of service;
· Make sure that all its actions have human wellbeing, economic success and ecological responsibility as their aim; and 

· Ensure that short-term actions are aligned with medium- to long-term planning. 

In order to achieve this, the recovery program must be a multi-year program that is sustainable, achievable, realistic and time-framed. Due to the financial situation of the municipality the recovery program will require multiple sources of funding, including but not limited to the Oudtshoorn Municipality, Eden District Municipality, Provincial Government (various departments), National Government (various departments), the Development Bank of Southern Africa, etc. 

	OUDTSHOORN MUNICIPALITY DRAFT RECOVERY PROGRAM

	ACTIVITY
	PERIOD
	FUNDING
	SOURCE
	KPI
	OUTPUT
	OUTCOME

	
	
	
	
	
	
	

	COUNCIL

	Strategic session – Reality Check
	
	
	
	
	
	

	Review IDP & develop 20 year vision & align IDP with provincial & national strategic agendas
	
	
	
	
	
	

	Urgent intervention iro role of councillors vis a vis administration e.g. training – Admin Law, Code of Conduct, Public Finance and Budgeting
	
	
	
	
	
	

	Disciplinary action against councillors
	
	
	
	
	
	

	Review of Delegations
	
	
	
	
	
	

	Review all policies & policy training for councillors

· rate policy

· tariff policy
	
	
	
	
	
	

	Finalise position of municipal manager 
	
	
	
	
	
	

	Appoint municipal manager 
	
	
	
	
	
	

	Appoint Sect 56 managers & urgently CFO
	
	
	
	
	
	

	Develop service and performance contracts in line with new regulations
	
	
	
	
	
	

	Determine policy iro Mayoral Fund & Emergency Aid Fund
	
	
	
	
	
	

	ADMINISTRATION

	Introduce system of regular management meetings
	
	
	
	
	
	

	Draft template for annual report
	
	
	
	
	
	

	Promulgate various policies in by-laws
	
	
	
	
	
	

	Update register of delegations of authorities
	
	
	
	
	
	

	Address outstanding 2005/ 2006 audit report issues
	
	
	
	
	
	

	Review all council resolutions taken over past 2 years & verify validity & lawfulness 
	
	
	
	
	
	

	Forensic investigate alleged maladministration iro:

· tender award iro of Rosebank/ Neppon 660 units

· Procedures iro change of banks (Absa to Standard)

· excess payment R 640 000 to former chief housing & urgent retrenchment vis a vis retrenchment of planning & economic development (still sitting at home for 12 months with full payment without letter of retrenchment)
	
	
	
	
	
	

	Reconcile & balance outstan-ding financial records & statements
	
	
	
	
	
	

	Implement supply chain management system
	
	
	
	
	
	

	Review water services development plan & align with IDP & address critical services backlogs
	
	
	
	
	
	

	Functional review of organi-sational structure & affected job descriptions (current staff costs 42% of operational budget)
	
	
	
	
	
	

	Finalise job evaluations
	
	
	
	
	
	

	Identify critical vacancies & finalise staffing
	
	
	
	
	
	

	Individual skills assessment of all staff
	
	
	
	
	
	

	Prioritise urgent training programs e.g.

· general management training

· supervisory behaviour skills

· disciplinary hearings

· financial management

· report-writing skills

· budgetary control

· performance measurement appraisal & reporting

· management of financial IT system (Promun 2)
	
	
	
	
	
	

	Finalise other staff training programs identified by skills audit
	
	
	
	
	
	

	Compile statutory services delivery & maintenance plan 
	
	
	
	
	
	

	Finalise numerous outstanding disciplinary hearings
	
	
	
	
	
	

	Introduce functional cost effective credit control system
	
	
	
	
	
	

	Verify debtors’ database for validity
	
	
	
	
	
	

	Withdraw/ cancel contract iro creditors outsourcing & re-establish functional creditors section
	
	
	
	
	
	

	Budget review 2007/ 2008 to ascertain validity & realism
	
	
	
	
	
	

	Preparation for GAMAP conversion

· review asset management policy

· update asset register

· asset valuation of investment properties

· assets survey

· chart of accounts

· accounting format
	
	
	
	
	
	

	Upgrade financial IT system Promun 1 to Promun 2– all queries currently referred to R-Data against payment
	
	
	
	
	
	

	Review meter reading route, readings, reconciliation & accounts deliveries 
	
	
	
	
	
	

	Develop a system of council resolution dissemination & execution reporting
	
	
	
	
	
	

	Establish proper contracts administration system
	
	
	
	
	
	

	COMMUNITY

	Guidelines for functioning of ward committees
	
	
	
	
	
	

	Monthly newsletters that reflect the progress in the municipality
	
	
	
	
	
	

	
	
	
	
	
	
	


7.
ROAD AHEAD
The s139 intervention commenced on 19 March 2007 and in terms of the terms of the intervention will come to an end on 18 September 2007. The intervention is thus for a period of six months.

Since the commencement of the intervention, limited attention could be devoted to the recovery of the municipality, as the administrator was, and currently is still, involved with the stabilisation of the municipality. The office of the administrator is inundated with complaints from members of the public, businesses, councillors and officials who feel that they have been at the receiving end of the administrative breakdown of the municipality.

A process is currently underway to advertise the following senior positions in the municipality:

· municipal manager;

· chief finance officer;

· manager corporate services;

· head of expenditure; and 

· head of budget office.

These positions will be advertised in the national papers (Sunday Times and Rapport) on Sunday 17 June 2007. It is envisaged that the new incumbents will be able to commence duty at the earliest on 1 September 2007.
In respect of the political situation in the municipality, a sense of stability is prevailing in the municipality. This stability is, in the view of the administrator, a false stability aimed at reducing the period of intervention to the absolute minimum. It is however the view of the writer that this stability must be rewarded to some extent. 
It might at this point also be prudent to re-consider the type of municipality in respect of Oudtshoorn, i.e. must the current executive mayoral type be maintained or must an executive committee type be considered. 
In respect of the position of the municipal manager, it is recommended that the period of intervention be extended with at least three months. This will allow the new incumbent municipal manager to operate under the guidance of the administrator and will allow for a period of orderly hand-over.

It is further recommended that a task team, consisting of the administrator, representatives from Eden District Municipality, Department of Local Government & Housing, Department of Provincial & Local Government and Development Bank of Southern Africa be convened as soon as possible to complete the recovery program included in this report and work on a funding model for this recovery program.

8.
CONCLUSION
This report provides information in respect of the lead up to and the status quo in respect of the s139 intervention in the Oudtshoorn Municipality. The report also includes a draft recovery plan that is submitted for comments from the relevant role-players.
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