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Mandate of the NCOP
• Section 42 (4) of the Constitution states that the National
Council of Provinces represents the provinces, and ensures
that provincial interests are taken into account in the
national sphere of government. It does this mainly by
participating in the national legislative process and by
providing a national forum for public consideration of
issues affecting provinces.
• The constitutional role of the NCOP is to provide an
effective bridge between provinces and the national sphere
of government, and to contribute to the realisation of the
constitutional commitments to co-operative and effective
government.
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Constitutional Framework on Intervention by National
Government in a Provincial Sphere of Government
•

In terms of Section 100 of the Constitution national interventions in a provincial
administration may take place when a province cannot or does not fulfil an
executive obligation in terms of the Constitution or legislation.

•

The national executive may intervene by taking any appropriate steps to ensure the
fulfilment of the obligation. The steps taken by the national executive may include:
100 (1) (a) - Issuing a directive to the provincial executive, describing the extent of
the failure to fulfil its obligations and stating any steps required to meet its
obligations; and

•

•

100 (1) (b)- Assuming responsibility for the relevant obligation in that province to
the extent necessary to– maintain essential national standards or meet established minimum standards
for rendering of a service;
– maintain economic unity;
– maintain national security; or
– prevent that province from taking unreasonable action that is prejudicial to
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the interests of another province or to the country as a whole.

Constitutional Framework on Intervention by National
Government in a Provincial Sphere of Government
Section 100 (2) of the Constitution provides that if the national
executive intervenes in a province in terms of subsection 100 (1)
(b):
• The national executive must submit a written notice of the
intervention to the NCOP within 14 days after the
intervention began;
• The intervention must end if the Council disapproves the
intervention within 180 days after the intervention began or
by the end of that period has not approved the intervention;
and
• The Council must, while the intervention continues, review
the intervention regularly and may make any appropriate
recommendations to the national executive.
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National Executive Intervention in the North West
Province
Due to several governance challenges that were observed in the North West Province, the
Cabinet resolved, on 9 May 2018, to invoke section 100(1) of the Constitution in the North West
Provincial Government. The Cabinet set up an Inter-Ministerial Task Team (IMTT) on the North
West province to conduct performance assessments. Pursuant to the IMTT's assessment, on 23
May 2018, Cabinet approved the invocation of Section 100(1)(a) and Section 100(1)(b) on the
following 10 departments in the North West Province.
Section 100 (1)(a)
• Department of Finance, Economy and Enterprise Development (FEED);
• Department of Local Government and Human Settlement;
• Department of Rural, Environment and Agricultural Development (READ);
• Department of Social Development
• Department of Tourism
Section 100 (1)(b)
• Office of the Premier;
• Department of Community Safety and Transport Management;
• Department of Basic Education and Sports Development;
• Department of Health; and
• Department of Public Works and Roads
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Update on the Work of the
Committee
The Adhoc Committee met with the InterMinisterial Task Team on 14 June 2018 in order to
receive a detailed briefing. The Committee further
invited the North West Provincial Government,
National Treasury and the Auditor-General of South
Africa to also provide briefings on 27 June 2018.
Thereafter, the Committee will meet with the IMTT
again, to receive an updated report on the status
quo, in so far as it relates to the national executive
intervention under Section 100 of the Constitution.
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Overview of the North West Province
•
•
•

•

•
•

•

•

The North West Provincial Government consists of 13 departments and 23 entities.
The North West province consists of 22 municipalities and three municipal entities.
The North West is home to 3.84 million people. The capital city of the Bokone Bophirima
Province is Mahikeng with a population of 307 520. Other larger towns are Rustenburg with
a population of 631 270, City of Matlosana (Klerksdorp) with a population of 420 732.
Bojanala Platinum District municipality has the highest population size in the North West
Province followed by Ngaka Modiri Molema District Municipality and Dr. Kenneth Kaunda
with Dr. Ruth Segomotsi Mompati.
Unemployment rate is 26.1 % with youth unemployment around 40%.
North Province is performing below national average in the provision of basic service such
as sanitation, refuse removal and water provision to the exception of electricity
connections which is at par with national average. (2018 EPRE NW)
The largest increase in the incidence of poverty between 2011 and 2015 happened in the
North West, where they experienced a 5,1 percentage point increase (Stats SA Poverty
Report 2017)
The economy of the North West Province is dominated by mining which contributes about
30%, followed by manufacturing at 5%, agriculture at 2%, and construction at 2%.
(Agriculture is the second sector after mining in which the Province is acknowledged to have
a comparative advantage compared to other provinces in South Africa). The province
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produces around 20% of all the commercial maize grown in South Africa.

North West Province
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Summary of Submissions
• IMTT Key Findings
• IMTT Proposed Interventions
• Submission by the North West Provincial
Government
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Section 100 (1) (a)

Finance (Provincial Treasury - PT), Economy and
Enterprise Development (FEED)

IMTT Key findings

IMTT Proposed Intervention

Submissions by NW Provincial
Government



 Capacitate
SCM
in
provincial
departments and entities.
 Strengthen
SCM
processes
and
systems.
Redress
the
irregular
expenditure in departments and entities
 Rationalise the number of NW public
entities.
 Strengthen Local Government Municipal
Finance Management Act (MFMA) Unit
 Improve
governance
structures,
planning
and
budgeting
revenue
management, compliance with SCM
processes and audit outcomes of
municipalities.

 Provincial Treasury is implementing the
Post Audit Action Plan (PAAP) to assist
departments with overall progress in
implementing PAAP as at 74% as at 26
May 2018.
 Impact of PT support is not visible due
to limited capacity of the MFMA unit.
 Lack of Uniformity with regard to SCM
Business process. SCM Model Policy
waiting approval.
 The NW Provincial Internal Audit
function is adequately resourced, skilled
and experienced.
 The department has maintained a clean
audit in past 4 years. Rationalisation of
public entities is currently underway.
 Sound cash management is maintained
in the province though PT also
concerned
with
the
deteriorating
performance of the some departments
especially with regard to service
delivery.











Major weaknesses in supply chain
management (SCM) and in the
monitoring and support of municipal
finance management.
Financial controls in the finance
cluster have collapsed due to
historically accumulated unauthorised
expenditure, irregular expenditure and
accruals. This was largely due to noncompliance with SCM laws and
regulations.
PT itself
clean audit though
weaknesses in its fiscal oversight
role.
Provincial Audit Outcomes are as
follows:
Unauthorised expenditure of R384.8
million during 2017/18.
Accruals of R1.1 billion as at the
beginning of 2017/18 financial year
Accumulated irregular expenditure of
R15.3 billion as at 31 March 2017.
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Section 100 (1) (a)

Local
Government
and
Human
Settlement (DLGHS)- Local Government

IMTT Key findings

IMTT Proposed Intervention

Submissions by NW Provincial
Government





 Finalisation of new organisational
structure underway.
 To implement a joint intervention
programme at 12 priority municipalities.
 Improve internal control environment in
municipalities including the placement
of Technical advisors on a district
shared services to provide technical
support
 Capacitate
municipal
oversight
structures, MPACS and Municipal
Officials
 Review of organisational structures of
municipalities
 Development of water and sanitation
reliability master plans











Failure to approve and finalise the
organizational structure
20 out of 22 municipalities obtained
disclaimers or qualified audit opinions
in 2016-17
12 Municipalities are dysfunctional
require urgent intervention
Poor financial management
Inadequate implementation of audit
improvement
plans
and
weak
municipal support by the Department
Water and sanitation functions are
weak
Irregular expenditure R23.4 million
(AGSA 2016/17 Audit Outcome)







Governance and compliance with
legal prescripts are improved
Province expedites the approval of a
new organisational structure for the
department
Audit
improvement
plans
are
developed and implemented
Appointments of senior managers in
municipalities are monitored
Bloated organisational structures in
municipalities are reviewed and
revised
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Section 100 (1) (a)

Local
Government
and
Human
Settlement (DLGHS)- Human Settlement

IMTT Key findings

IMTT Proposed Intervention

Submissions by NW Provincial
Government





 Implementation plan developed that
looks into the interventions identified
 Formulated a joint steering committee
 Work streams are established
 Appointment of coordinators by the
National
Department
Of
Human
Settlements is in process
 There is a need for DGs of COGTA
&Human Settlements to synergise
 MOA has to be signed between DG and
HOD







The department did not meet its
targets in line with the approved
business plan
There has been frequent changes
of incumbency to the HoD post
impacting on management stability;
Poor audit outcomes due to irregular
expenditure;
Lack of technical capacity;
Irregular expenditure R23.4 million
(AGSA 2016/17 Audit Outcome)








Preparation of 2018/19 and 2019/20
delivery business plans
Preparation of multi-year human
settlements
development
plan
intervention
Appointment of suitably qualified and
capable contractors
Enhancement of performance of
contractors appointed to deliver
housing and human settlements
products and services
Improved
management
of
programmes & project performance
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Section 100 (1) (a)

Rural, Environment and Agricultural
Development (READ)

IMTT Key findings

IMTT Proposed Intervention

Submissions by NW Provincial
Government





 DAFF conducted projects site visits on
conditional
grant
projects.
Engagements with DAFF on business
plans ongoing. Reports on these
interventions to be completed by 30
June 2018.
 No progress registered on the audit of
CASP projects
 No progress on Agri-Delight Forensic
audit;
 Litigation for close out report has been
filed before the High Court for argument
on 27 Jun 2018
 Strategy to avoid PMUs elevated to
DAFF and National Treasury for
consideration
 Skills audit in process








Structural weaknesses in
the
department
that
included
inadequate business planning and
execution
of programmes and
projects
Lack of alignment between strategy,
the capacity and capabilities;
Challenges in the use of
an
implementing agent with the agency
Agri-Delight creating problems with
project implementation;
An qualified audit opinion in 2016/17.
Irregular expenditure R256 million
Wasteful and fruitless expenditure
R15.2 million (AGSA 2016/17 Audit
Outcome)






Assessment
of progress
and
challenges including audit of projects
funded through the conditional
grants (Comprehensive Agriculture
Support Programme [CASP] and
llima Letsema);
Litigation process to demand the
close out report from Agri-Delight
Forensic audit on Agri-Delight,
Develop a strategy to avoid the
appointment of PMUs,
The
provincial
department
to
strengthen
strategy
formulation
and
implementation,
financial
management programme; project
management; and human resource
management and capacity.
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Section 100 (1) (a)

Tourism

IMTT Key findings

IMTT Proposed Intervention

Submissions by NW Provincial
Government





 Separation of powers between the
office of the MEC and the Office of the
HOD
 Skills audit inclusive of verification of
qualifications by 30 August 2018
 Correction
of
HR
delegations
(completed) and financial delegations(in
process)
 Adherence to SCM processes to be
strengthened and meetings held to
communicate
this
to
staff.
Consequence management to follow for
non compliance.
 In the process of filling the Finance
Post and the rest vacant posts will be
filled in the core departments once the
duplications with the NWTB have been
sorted out
 Performance framework updated to
improve the reliability of performance
information





Structural weaknesses
included
qualified audit opinion for 2016/17
financial year.
However, it should be noted that the
environment
function
of
the
department complies with PFMA in
terms of accountability, reliability,
transparency and value for money,
and good progress is consistently
made with service delivery.
Irregular expenditure R9.3 million
(AGSA 2016/17 Audit Outcome)







Ensure
separation
of powers
between the administration and
political leadership;
Assessment of oversight processes
between the Department and the
North West Tourism Board;
Improving financial management and
contract management;
Improving management of litigation;
and
Enhancement
of
governance
arrangements.
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Section 100 (1) (a)

Social Development

IMTT Key findings

IMTT Proposed Intervention

Submissions by NW Provincial
Government






 Submitted catch up and intervention
plan.
 The draft intervention plan in place
 Provincial
Department
met
with
National Department on the 18th May
2018,
Signing
of
the
protocol
agreement between National and
Provincial
Department
of
Social
Development on 30 June 2018
 The Province (MEC and HOD) were
invited to NEHAWU meeting on the 1
June 2018 which was chaired by the
Minister to resolve the current labour
protest









Non compliance with SCM processes;
Lack of internal controls and audit
findings not actioned by management;
Provincial office not in compliance
with
Occupational
Health
and
Safety;
Essential
services compromised
and not clearly defined in terms of
Minimum Service Agreements of
Section 72 of the Labour Relations
Act.
Long period of strike by officials (since
January 2018) though recently called
off.
Irregular expenditure R14.1 million
(AGSA 2016/17 Audit Outcome)










To address gaps in governance and
financial management;
Resolution of the matter of office
space for the Provincial DSD and to
investigate the lease of the head
office accommodation,
Investigate how the procurement of
the current security company was
done
To address issues of essential
Services;
Transfer payments and Subsidies to
NPOs
and
management
of
Conditional Grants;
Develop a recovery plan following the
strike;
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Section 100 (1) (b)

Office of the Premier

IMTT Key findings

IMTT Proposed Intervention

Submissions by NW Provincial
Government






 Governance
Structures-Bokone
Bophirima
Premier’s
Coordinating
Council (BBPCC) and Provincial
Infrastructure Coordinating Council
(PICOCO), Executive Council Technical
Support, CFO Forum, central internal
audit unit, etc.
 Institutional capcity - All departments
have HoDs and majority of SMS
positions are filled,
 Healthy
political-administrative
interface.
 M & E system not supported by an
adequate early warning mechanism.
 District offices tasked with service
delivery monitoring and intervention not
adequately effective.
 Weaknesses in the implementation of
Batho Pele principles.
 Level of responsiveness by local
government to EXCO to satisfactory
 CDWs not as effective and efficient as
intended












Failure
to
provide
effective
oversight and leadership to service
delivery departments
Ineffective ICT governance,
Establishment
of
7 Project
Management Units that subsequently
entered into illegal contracts
Ineffectiveness of the PMUs in
contract management,
including
payment for services not rendered
Lack
of
enforcement
of
recommendations and consequence
management of the Auditor General of
South Africa (AGSA) and Public
Service Commission.
Premier led Village Township and
Small
Dorpies
(VTSD)
and
Setsokotsane programmes which
weakened
intergovernmental
structures in the province
Irregular expenditure R19.9 million
(AGSA 2016/17 Audit Outcome)











Review of all existing delegations
Ensure
that
all
Provincial
Departments
develop
Service
Delivery Improvement Plans
Conduct an audit of ICT systems
within the Province
Detailed
planning
and
risk
assessment on the intervention.
Assessment of all PMU contracts and
outsourced government business in
the Province;
Addressing
the
breakdown
of
relations
with
workers
and
communities
Providing frequent feedback to the
OTP and management in all
provincial departments on the status
of the intervention to prevent
misinformation
Development of a costed and timebound plan for the intervention in the
Office of the Premier
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Section 100 (1) (b)

Key issues raised by the IMTT

Department of Community Safety
and Transport Management
IMTT Key findings

IMTT Proposed Intervention

Submissions by NW Provincial
Government









 All internal processes in relation to the
Development of the new Organisational
structure
finalised
submitted
for
approval
 Implements an audit action plan on an
annual basis
 Supply chain management compliance
checklist being implemented
 The Department has established an
internal
advisory
committee
to
investigate circumstances leading to
the irregular expenditure
 The Department has a dedicated unit
on Monitoring and Evaluation though
there is a general challenge in relation
to the evaluation function
 87.53% of the irregular expenditure
relates to the commuter and scholar
transport services contracts.
 The section100 1(b) intervention teams
(MOA signed) are expected to assume
office on Monday the 2nd July 2018





Poor record management;
Financial management deficiencies;
Non-compliance with SCM prescripts;
Lack of oversight for SOEs; and
Mismanagement of Scholar Transport
and commuter transport.
Assessment of Community Safety
component
revealed key findings
related to under-expenditure of the
budget and the lack
of
Human
Resource capacity
Irregular expenditure R880.2 million
(AGSA 2016/17 Audit Outcome)













Forensic investigations into the
Transport function
Gap analysis on SCM policy and
procedures and internal controls
Review of strategic planning and
budget and ensure alignment
Review and update risk assessment
registers
Identification and assessment of
costs containment measures to be
put in place
Project
management
on
infrastructure projects
Review of Provincial Owned Entities
(POEs) and their relevance
Compliance audit
Skills assessment
Management of conditional grants
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Section 100 (1) (b)

Department of Education
Sport Development

and

IMTT Key findings

IMTT Proposed Intervention

Submissions by NW Provincial
Government





 The Organisational Structure was
approved in March 2017 but currently
there is an impasse with labour as
some issues still outstanding,
 To strengthen Risk management by
filling all vacancies in the unit;
 Capacitation of the Internal Control unit
in order to improve detection and
prevent of non-compliance with laws
and regulations.
 Fast-track investigation of Irregular and
Fruitless and wasteful expenditure and
audit committee has been appointed
 Improvement plans for MPAT have
been developed and are reported on at
the quarterly reviews
 Lack of maintenance budget for school
infrastructure from the Equitable share
to augment the Conditional Grant.
 Sound relations with unions and
stakeholders and SGBs




Non-compliance with supply chain
management
processes
with
significant
irregular
expenditure
incurred
The Department failed to implement
service delivery programmes.
Irregular expenditure R223.7 million
(AGSA 2016/17 Audit Outcome)











To address matters of emphasis from
AGSA's Report and MPAT
Strengthening
Financial
Management;
Human Resource Management and
Development;
Curriculum
Management
and
Delivery;
Effective and Efficient Management
of the Conditional Grants;
Effective Implementation of the Early
Childhood Development;
Strengthening District Coordination;
Strengthen Infrastructure Delivery
Strengthening the National School
Nutrition Programme and learner
transport programme.
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Section 100 (1) (b)

Department of Health

IMTT Key findings









Key issues raised by the IMTT
IMTT Proposed Intervention

National
Department
of
Health 
(DoH) has already been in the
Province for several months and has
appointed an Administrator for the
North West DoH
Found a widespread collapse of
internal governance structures and the 
absence of effective supply chain
management as well as expenditure
and financial controls within the
department
Irregular expenditure R714.9 million
Unauthorised R99.6 million
Fruitless and wasteful expenditure 
R77.3 million (AGSA 2016/17 Audit
Outcome)






Strengthening
supply
chain
management,
focusing
on
identifying potential risks associated
with corruption and initiation of
disciplinary and criminal proceedings,
where applicable;
Financial
management,
conducting
diagnostic
assessment
by investigating the
root causes and focus on internal
governance, including leadership and
management
and
organizational
arrangements;
Monitoring and evaluation
of
progress
of
projects
and
sustainability of projects after exit,
Reviewing
the
organizational
structure of the department and
conducting a head count verification
Restoring services and bringing
about order as well as to provide
labour
peace
including
the
organizational ethics;
Formulating
and
implementing
recovery
plans
to
strengthen
good administrative practices based
on the
findings
from
the
assessments conducted

Submissions
Government

by

NW

Provincial

 The NWDoH has to be rebuilt into an
organisation that can comfortably fulfil
its mandate of health promotion,
disease prevention and health service
provision.
 This can be done within the next 18
months provided that required resources
for building and sustaining such an
organisation is made available
 Review the proposed organizational
structure, Determine priority vacant and
funded posts and engage labour on
revised structure by 23/03/2019
•
Investigate
all contracts
and
address irregularities. Completion date
30/09/2018
•
Review the audit improvement
action plan for 2017/18
•
Review and align procurement plan
with budget and Align budget to service
package
•
Ensure that key posts (CEO, clinical
manager, nursing service manager,
head of administration, clinical support)
are filled
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Department of Public Works

Key issues raised by the IMTT

IMTT Key findings

IMTT Proposed Intervention

Submissions
Government





 Governance structures in place such as
functional Management Committee,
SCM Committees, Committee dealing
with Risk Management, ICT and Fraud
& Ethics, PMDS and Audit Steering
Committees. A dedicated unit is in place
to deal with matters of Monitoring &
Evaluation.
 Average Infrastructure spending for the
period 2014 to 2016 is 91% of the
allocated R17.5 billion
 Currently the Department is relying
mainly on the external resources for
technical expertise (13% vacancy rate)
and currently working on an interim
structure awaiting concurrency
 On irregular expenditure, a number of
investigations underway for prior years
multi-year contracts.
 The backlog in infrastructure (both roads
and buildings) has created an increased
demand for service delivery.
 The maintenance backlog is also
increasing in respect of both buildings
and roads










The Department reduced the scope of
its mandate over time and deviated
from its role as custodian of the asset
management plan.
Interference
in
procurement
of
services for unfunded mandates
Ineffective financial management
The maintenance budget for roads was
consumed by unfunded mandates
emanating from the Premier's Office
which
aggravated
backlogs
in
road maintenance.
The Department does not have
technical
expertise
in
built
environment.
Irregular expenditure R550.7 million
(AGSA 2016/17 Audit Outcome)










Reclaim
the
infrastructure
development mandate, centralise
some of its roles and responsibilities
in line with the provisions of GIAMA
including
capacity
building
for
technical professional skills;
Establish a Client Management unit
To require a focused
planning,
monitoring
and implementation
model for infrastructure projects,
proper controls and accountability on
all previously planned projects and
establish systems to manage facilities
and maintenance as per their
mandate;
Clearly
structured
facility
management and maintenance plan
coupled with the appointment
of
competent service providers (term
contracts)
Identifying the source of accumulated
Irregular Expenditure amounting to
R3.4 billion as at 2017/18
Review of the SCM Organisational
Structure to ensure that it provides for
adequate segregation of duties and
redesign if required.

by

NW

Provincial
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IMTT Stakeholder Engagements
Cosatu with its affiliates (SAMA, DENOSA, SACCAWU, SAMU, NEHAWU); SACP; SANCO; SANTACO, NAFTU,Contralesa; SALGA;
Community Policing Forums (CPF); Faith-Based Organisations; North West Professionals; Military Veterans; - ANC Women's
League, ANC Youth League, SASCO; Local Councillors, Ward representatives; Civil Society Formations: Royal Foundation,
Revolutionary Council, Bladeville Concerned Residents Group, SAWIC, Small Business, Rate-Payers Association, VTSD
Chamber of Commerce, NW Business Forum; NMMD Bikers, South African Council for the Blind; Unemployment Forum

Key issues raised by stakeholders

Proposals by stakeholders

 Insufficient and ineffective governance (including
political oversight);
 Widespread corruption
 Poor and lack of service delivery as a result of
flawed implementation of the provincial and
municipal budgets;
 Appointment of incompetent officials in critical /
key vacancies;
 Lack of consequence management and
investigation into reported fraudulent practices;
 Dysfunctional municipalities; and
 Unemployment and lack of support for youth
initiatives.

 Placing of the province under administration to
stabilize governance and restore normality
 Realignment of the provincial government with
national government
 Comprehensive investigations into corruption
across all levels of government in the province.
 Appointment of competent and ethical
accounting officers and filling of critical positions
 Investigations into non-delivery by service
providers.
 Launch of an outreach programme to keep
communities abreast of progress in restoring
services.
 Development and implementation of plans in
collaboration with local stakeholders (such as the
taxi industry) to address specific service delivery
challenges
22

North West Provincial
Government Submission
• All Provincial Departments have participated
in the drafting of intervention plans together
with National Departments.

• Departments have been supportive of IMTT
activities in the Province.
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National Treasury Diagnostic
Analysis
• Focus Areas
–Provincial Expenditure Trends
–Compliance with laws and regulations

–Key issues in selected Departments
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National Treasury Diagnostic
Analysis (1 of 3)
• Provincial Expenditure Trends
– The cash balances have been positive for the past 7 years - the province had a cash
balance of R1.4 billion at end of 2017/18.
– Implementation of Moratorium assisted to curb the increase in head count and brought
down overspending in Coe for Health, Education and Sports Development and Public
Works and Roads.
– Underspending on Human Settlement Development Grant (HSDG) and Provincial
Roads Maintenance Grant (PRMG) a concern and these have been consistently
underspending in the past two years due to poor planning and challenges in supply
chain management processes.
– Resource allocation to the Office of the Premier (OTP) has increased significantly in
recent years. Growth in OTP largely due to the OTP assuming the role of an
implementing body (areas such as infrastructure projects) in addition to developing
policies and managing institutions. Furthermore, the shifting of NW Parks and Tourism
Board and NW Development Corporation.
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National Treasury Diagnostic
Analysis (2 of 3)
• Compliance with laws and regulations
– Accumulated Irregular expenditure: came to R15.3 billion as at 31 March 2017. growing
consistently at the average of R2.1 billion from R8.6 billion in 2013/14 to R15.3 billion in
2016/17. Key contributors are Health (R6.4 billion), Public Works and Roads (R3.4
billion), Community Safety and Transport Management (R3.7 billion), Education and
Sport Development (R946 million), Office of the Premier (R535 million) and Rural,
Environment and Agricultural Development (R413 million).
– The accumulated fruitless and wasteful expenditure of R174 million as at 31 March
2017. Increased mainly from Health, Office of the Premier and Public Works and Roads.
– Accumulated unauthorised expenditure amount to R384.8 million as at March 2018. Key
contributors are Health, Community Safety and Transport Management and Education
and Sport Development.
– Accruals amounting to R1.1 billion was recorded at the beginning of 2017/18. Key
contributors are Health, Community Safety and Transport Management and Public
Works and Roads.
– Consequence management – investigations in progress, in most cases no disciplinary
26
steps were taken

National Treasury Diagnostic Analysis (3 of 3)
Office of the Premier

Health

Public Works and Roads

North West Development
Corporation (Public Entity)

Education
Development

 Failure to provide effective
oversight and leadership to
service
delivery
departments;

 Demand and procurement
plans are of poor quality
 Contract management is
weak to non-existent.
 Procurement system is
manual and paper based
with little visibility of SCM
risks
and
performance
management.
 Overcommitted
Health
Infrastructure projects: Brits
Hospital
(New
accommodation for staff),
Bophelong
Psychiatric
Hospital
(New
accommodation
for
staff),Sekhing
CHC,Boitekong
CHC,
Mathibestadt CHC, New
Jouberton
CHC,
New
Mmakaunyana Clinic, New
Weltevrede Clinic, New
Madikwe Clinic
 In 2018-19 financial year,
the budget amounts to
R689 million which would
not address the overcommitments.
 Specialists
shortages
(nurses, etc)

 The current structure not
aligned to the Infrastructure
Delivery
Management
System.
 Relinquished
its
responsibility to the PMU’s
which in most instance
caused over commitments.
 Systemic deterioration of
quality of property portfolio
of the NW government
 Financial management and
supply chain management
(SCM) challenges
 Departments
paying
a
premium on low grade
office space.

 Irregular
expenditure
increased from R115 million
in 2015 to R720 million in
2017.
 No effective steps to
prevent
irregular
expenditure and payments
continue to be paid for
expired contracts.
 Disclaimer audit opinion in
2015/16 and 2016/2017
 Contravention of supply
chain
management
regulations
 Internal
controls
deficiencies
including
inadequate leadership
 No proper record keeping
management system for the
maintenance of documents
supporting
reported
financial and performance
results.
 Inappropriate
risk
management activities in
areas like IT and measures
to prevent fraud.

 Posts are being filled using
funds
from
Education
Infrastructure Grant
 Slow
progress
in
capacitating
the
infrastructure unit results
lack of or poor monitoring
of projects.
 Non-participation on LTSM
transversal contracts and
ineffective implementation
of provincial education
department’s
textbook
retrieval policy increase the
costs of LTSM.
 Unreliable and incomplete
data from the education
management information
system
 All
other
provincial
education
departments
increased funding during
adjustment but NW reduced
it by an average of
R7,2million.
 Compensation of employees
was reduced by R54 million
in spite of the growth in
headcount of 441 or 1,7% of
26 109 educators.
 ECD budget reduced by R25
million due to delays in
training
Grade
R
practitioners
 Funds are often transferred
to
Independent
Development Trust
27 (IDT)
well ahead of construction

 Poor
performance
on
centralised or transversal
functions(ICT),
 Key Priorities spending
without
original
budget(NWDC R30mil and
YES R55mil)
 Intimidation of provincial
depts.(lie
detector
for
Finance personnel)
 Lack
of
effective
mechanisms
to
hold
executive
and
officials
accountable for misuse of
public funds(PMU) and poor
service delivery
 Diverting funding from
social
services(R10million
cut across all provincial
departments)
and
contribution to increased
T&S spending (Setsokotsane
projects)

and

Sport

Auditor-General of South Africa Analysis

• Focus Areas
– Overall provincial audit outcomes and
Section 100(b) audit outcomes

– Key projects observations
– Root causes
considerations
accountability

of

failures and key
for
strengthening
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Auditor-General of South Africa Analysis (1of 4)
Overall provincial audit outcomes












Status of audit action plans regressed
Usefulness of performance indicators and targets regressed
Overall internal controls remain unchanged
Basic financial and performance management controls remain unchanged
Progress in improving ICT controls
Accounting officers, portfolio committees and PPAC remain unchanged
Internal audit units and audit committees regressed
Coordinating departments regressed
Compliance with consequence management legislation remain unchanged
Investigation of previous year UIFW remain unchanged
Investigations into SCM findings we reported in previous year remain unchanged

Audit outcomes for the five departments under section 100(1)(b)






Poor quality of financial statements
All 5 departments had material non-compliance findings for the last 4 years
The 5 departments incurred R2,39 billion (92%) of the Irregular Expenditure
There were instances where management applied discretion to deviate from SCM processes without
adequate reasons (DPW and Health)

The Provincial Public Accounts Committee (PPAC) failed to take appropriate action to ensure that irregular
expenditure was properly investigated and that there is consequence management.
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Auditor-General of South Africa Analysis (2 of 4)
Office of the Premier

Health

Department of Public Works
and Roads

 The department entered into various
contracts with NEPO Data Dynamics
amounting to R376m but
sufficient
appropriate audit evidence could not be
provided that goods and services for this
amount has been received by the
department yet and the awarding of these
contracts were not in line SCM
requirements

 Bophelong Psychiatric Hospital. The
expected completion date of the project
has been changed on numerous occasions,
currently it is May 2019. Significant
findings were identified on the awarding
of the tender in previous years.

 Rehabilitation of road P23/1 from
Schweizer Reneke to Wolmaranstad. The
project was completed at year-end with
actual cost of R266,8m, however the
original completion date was 16 Oct 2014.
The reason for the delay is that defects had
to be corrected by the contractor during
the retention period. In addition, there
were also SCM findings in the awarding of
the
tender
and
the
reported
performance/ achievement of targets at
year-end was incorrect.

 The department signed a contract with
Origin Bunengi JV for the design and
implementing of a provincial enterprise
management office. An updated MOA was
signed with the contractor that changed
the scope of the original contract
materially as the contractor was appointed
as implementing agent. A monthly project
management fee of R13m was payable
which was based on a percentage of a total
project cost of over R7 billion. However,
this amount was based on planned projects
in the province and not actual in progress
projects. AGSA unable to obtain sufficient
appropriate audit evidence that the
department did in fact receive services for
the payments of R72,2m made to the
supplier.

 Mathibistad
Community
Health
CentreConstruction was completed in June
2016 at a cost of R109m. During the AGSA
visit on 21 July 2017, more than year after
practical completion the building still has
not been occupied. Management has
indicated that the delay relate to water
shortages, unstable electricity and
community protests. There was also SCM
findings in awarding the tender and the
reported performance at year-end was
incorrect

 Upgrading of road P28/4 from Mahikeng to
Lichtenburg Phase 2(28.5km). Project cost
at R456,9 million. There were SCM findings
in awarding the tender and the reported
performance at year-end was incorrect
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Auditor-General of South Africa Analysis (3of 4)

• The root causes for accountability failures
– Management did not respond with the required urgency to
ensure the improvement in audit outcomes.
– The political leadership and oversight bodies demonstrated
limited political will to ensure accountability and consequence
management.
– The instability and prolonged vacancies in key positions impact
on the rate of improvement in audit outcomes.
– Key controls that enable reliable and timeous financial and
performance reporting are not institutionalised.
– Coordinating departments and role players do not adequately
support other departments and entities
– Provincial executive leadership do not set an example of
accountability.
31

Auditor-General of South Africa Analysis (4 of 4)

• Key considerations for strengthening accountability
– Focused political will and a considerable investment in monitoring and
oversight are required to turn around the audit outcomes of the province.
– The provincial leadership should take responsibility for creating a culture
in which accountability can be restored and strengthened.
– The provincial leadership and oversight structures should develop a
comprehensive assurance model inclusive of strong and effective
governance structures to enable all key role players to adequately
perform their monitoring duties as well as ensuring that the
administrative leadership is held accountable for commitments with
regard to improved financial and performance reporting disciplines. These
should include the following:
•
•
•
•

Key oversight activities, especially on matters of consequences management;
The tracking of commitments;
The implementation of the audit action plans; and
The timely tabling and regular follow-up of key resolutions.

– The provincial leadership should take accountability by enabling our audit
environment not to be hostile, reduce the contestations of audit findings
as well as pushbacks in the absence of evidence, and subtle threats
against our staff.
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North West MFMA Audit Findings (1 of 2)
The overall 2016-17 audit outcomes for the province
regressed. The fact that not a single municipality was
able to achieve a clean audit outcome again highlights
the lack of accountability by municipal management
and other key role players in the province who are
responsible for monitoring and assisting local
government

Twelve municipalities (55%) did not have a
permanently appointed municipal manager
and 14 (64%) did not have a permanent chief
financial officer. officer. The average overall
vacancy rate at senior management level was
60%, with 16 municipalities having a senior
management vacancy rate of 50% or more.

The vacancies and instability in key positions, which AGSA
identified as a root cause in previous years, were also not
addressed. The province’s downward spiral will further continue
until the vacancies in key positions are addressed and
individuals in these positions all step up and accept
accountability to address the root causes of poor audit
outcomes.

The poor quality of submitted financial
statements remains one of our foremost
concerns. All municipalities continued to rely on
consultants to assist with the preparation of
financial statements at a cost of R96,2 million
(2015-16: R118,7 million), yet all the financial
statements submitted for auditing still
contained material misstatements.

The province needs to build on the few individuals with personal
commitment to perform well in their jobs, coupled with effective political
leadership, to turn around the current situation so that officials feel motivated
to do well in their jobs and take accountability for their performance
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North West MFMA Audit Findings (2 of 2)
•

•

•

•

Given the already vulnerable position of local government, AGSA is very concerned
about the overspending of budgets by 16 municipalities, resulting in unauthorised
expenditure of R1,19 billion. The financial viability of municipalities needs to
be addressed urgently, as it has a direct impact on their ability to continue
rendering services.
Municipal Standard Chart of Accounts (by 1 July 2017). AGSA readiness assessment
indicated that the MSCoA was fully implemented at only four municipalities,
notwithstanding consultants being paid R71,9 million to assist with its implementation
during 2016-17.
The provincial coordinating departments, which include the premier’s office,
provincial treasury and provincial local government department, did not adequately
assist municipalities to address root causes and internal control deficiencies
previously identified.
During March 2017, the Premier committed to develop a 10-point plan to address
root causes and key control weaknesses. This plan was to include mechanisms to
enforce consequences and policies on investigations and disciplinary procedures.
Despite the plan having been developed, it had not been implemented or rolled out
to the intended users. No progress had been made in implementing consequences
34
either.

Preliminary Observations (1 of 4)
•

•

•

•
•

All interventions to enhance and improve service delivery in the province will require sustained
efforts over the next two years or so. (E.g. Health intervention timeframes- 18 months,
experience of Limpopo)
Governance structures in place in the province though a key concern is their effectiveness.
– A provincial committee to advise auditees on dealing with irregular expenditure was
established in February 2017, but to date the submissions by departments have not been
adequate to assist in clearing the growing irregular expenditure. In addition, the
legislature’s portfolio committees and the public accounts committee also did not have
much of an impact on the lack of accountability and consequence management in the
province.(AGSA PFMA Report pg. 199)
Capacity and skills needs to be refocused and more targeted.
– The province submitted that all departments have HoDs and the majority of SMS positions
are filled, However, AGSA states that vacancies in key positions and the lack of appropriate
competencies a key concern.
General agreement on challenges pertaining to the political and administration interface
– The province submitted that there is confusion between public service and community
political role; and that allegiance to political parties/groupings leads to a compromised work
ethic. IMTT submitted that there is poor management of the political-administration
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interface.

Preliminary Observations (2 of 4)
• There is a need for a common understanding on the specific challenges
facing the province. This includes identifying opportunities for improvement.
– Provincial Treasury stated that it is implementing the Post Audit Action Plan (PAAP) for all
Departments and this is submitted on a monthly basis to EXCO. However, IMTT submitted
that the Province was unable to produce a documented audit improvement plan.
– Provincial Treasury stated that quarterly Interim Financial statements are prepared by
Departments to determine progress with financial reporting and prepare for year-end.
However, AGSA submitted that the most common compliance finding related to financial
statements containing material misstatements. Auditees were relying on the audit process
to produce credible financial statements which resulted in 109 material adjustments and
had these adjustments not been allowed, only two auditees would have received
unqualified opinions as opposed to the reported seven.
– (Heath- Best Practice)_- Restore services and bring about order as well as to provide
labour peace through regular engagement with labour structures. Formulate and
implement recovery plans to strengthen good administrative practices based on the
findings from the assessments conducted including cost-containment measures; revised
budgetary and supply chain management processes aligned with Treasury
regulations as well as put systems in place for contract management and asset
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management processes

Preliminary Observations (3 of 4)
• On PMUs.
– The overall objectives of PMUs are to support managers in project
administration (and functional managers to concentrate on the operational
aspects of the department) while the PMUs take care of the cross-functional
activities taking place with a number of teams ensure correct and efficient use of
standardised project methodology across all projects.
– Effective governance for PMUs entails the Department having actively designed
a set of project governance mechanisms (committees, budgeting processes,
approvals, etc.) that encourage behaviour consistent with the Departments
mission, strategy, values, legislation, PFMA, norms, and culture.

– It is important to note that where a private company is awarded a tender in which
it will perform public functions under a public power – such as the payment of
social grants (The Black Sash Trust v Minister for Social Development and
Others)or the supply of prepaid electricity meters (see City Power v Grinpal
Energy Management Services) – it will be treated as an organ of state in
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respect of those functions and powers.

Preliminary Observations (4 of 4)
• The Constitution provides for a developmental role for local
government, at the forefront of participatory democracy, responsive
to citizens’ priorities, with employees who are skilled, competent
and committed to delivering quality services, operating within a
supportive and empowering intergovernmental system. The NDP
cautions that the capacity to fulfil this role has to be consciously
built and sustained. Municipalities operate in a challenging and
complex environment with citizens demanding quality services,
value for money and social justice. Each municipality is also
unique in terms of its socio-economic, cultural and political
environment. The intergovernmental system needs to be managed
proactively to address specific weaknesses in coordination as well
as to provide differentiated support to address the specific needs of
individual municipalities. (MTSF 2014-2019)
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Committee Observations on the IMTT
submission
•

Major concern for the Committee was the submission by the IMTT indicating that
Supply Chain Management (SCM) and control management processes have
been weakened and in some cases have collapsed.

•

The Committee welcomed the action steps and timeframes of the intervention
from the IMTT and key was the need to speedily regularise services in the
province. It was noted that a lack of capacity and skills exacerbated the extent of
the governance and service delivery challenges in the North West Provincial
Government. A key concern was the current fiscal environment wherein the
prevailing fiscal constraints implied that funds had to be protected against any
governance breaches in the system.

•

The Committee pointed out that a clear implementation plan and recovery plan
was critical for a successful intervention.

•

The Committee was most concerned with the poor outcomes in governance
notwithstanding the existence of governance structures such as Internal Audits
and Audit Committees. The Committee raised concerns around the role of Project
Management Units, the level of skills and capacity in the various Departments
and the role and effectiveness of Accounting Officers.
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Committee Observations on the NW Province
submissions (1 of 2)
•

Major concern for the Committee was that the submission by the North West
Provincial Government did not respond directly and in detail to specific issues
raised by the IMTT.

•

The Committee views the province’s overall regression in audit outcomes in a
serious light. The Committee was of the view and emphatic that unauthorised,
irregular, fruitless and wasteful expenditure was of serious concern to Parliament
and is not to be taken lightly. The Committee called on the North West Province to
adequately respond and take action in all instances wherein irregular, fruitless
and wasteful expenditure is detected. The Committee pointed out that good
governance including adherence and compliance with due process and legislation
was non-negotiable.

•

A number of concerning cross-cutting issues noted by the Committee included,
namely, the state and health of the political and administration interface, the
alleged interference of the political leadership in the recruitment process of
administration posts, undue politicising of government programmes, clarity on the
role, responsibilities and accountability mechanisms for Accounting
Officers/HODs and CFOs, the status and costs of litigation in the Province, the
efficacy of the provincial IDP pro-cess with specific reference to the role of the
Office of the Premier, the role of municipalities and the role of Community 40
Development Workers (CDW).

Committee Observations on the NW Province
submissions (2 of 2)
•

Key concern was the role and efficacy of provincial oversight structures. The
Committee noted the lack of follow-up on accountability failures at executive lev-el and
the monitoring of audit action plans for each department. The Committee pointed out
that Provincial Oversight Structures including the Legislatures needed to take
appropriate ac-tion to ensure that irregular expenditure was properly investigated and
that there is consequence management.

•

The role of the Office of Premier in enforcing ethical values in the provincial
administration was viewed as critical. The Committee further notes the North West’s
submission that there have been challenges in entrenching the Batho Pele ethos in the
province though welcomed the Provinces submission that there has been positive
collaboration between the province and DPME in efforts to improve service delivery.

•

Key issues identified was the need to emphasises the critical role of Accounting
Officers in ensuring the APPs are aligned to the NDP and that funds are directed solely
to the attainment of the targets and improvements in service delivery.

•

Overall, The Committee notes that the Premier welcomes and supports the
intervention. The Committee welcomed the Premier’s submission that the Province is
committed to mobilising resources in order to address the root causes of regression in
audit outcomes and the strengthening of good governance principles of integrity,
shared values and ethics.
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Guiding Principles (1 of 2)
• NCOP Process may entail:
– Identification of the problem;
– Diagnostic analysis of the problem;
– Development of action plan for the intervention;
– Implementation of the action plan;
– Recovery plan for the province; and
– Exit strategy of the Intervention Task Team
• Key consideration for the intervention to include:
– The intervention should lead to stabilisation and
enhancement in the provision of services to the citizens of
the North West province;
– The administrators should work on clear and specific
timeframes and the exit strategies should ensure
interventions and work completed is sustainable to support
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the province following the end of the intervention.

Guiding Principles (2 of 2)
• The South African system of intergovernmental relations is
complex and continues to evolve as better modes of cooperation
and coordination emerge.
• Key elements and principles underpin the intergovernmental
system:
– Monitoring and Evaluation: ongoing collection, processing
and analysis of data on implementation processes; and
determining relevance, efficiency, effectiveness, impact and
sustainability.
– Accountability: Each sphere has specific constitutionally
defined powers and responsibilities,
– Transparency and good governance: Accountability of
political representatives to the electorate and transparent
reporting arrangements within and between spheres is at the
heart of the intergovernmental system.
– Mutual support: National and provincial governments have a
duty to strengthen the capacity of municipalities. Spheres of 43
government must also act cooperatively towards each other.

Way forward
• Comprehensive update by the IMTT on
progress on the intervention (all key
commitments and project milestones to be
affirmed).
• Oversight visit to the NW Province and
further engagements with all stakeholders
in the province.
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