MUNICIPAL INFRASTRUCTURE
SUPPORT AGENT (MISA)

ANNUAL REPORT
2019/20 FINANCIAL YEAR

cooperative governance

Department:
Cooperative Governance
REPUBLIC OF SOUTH AFRICA

f\.
MISAZeE

MUNICIPAL INFRASTRUCTURE
SUPPORT AGENT

Today, Creating a Better Tomorrow



I
MISAZE

MUNICIPAL INFRASTRUCTURE
SUPPORT AGENT

Today, Creating a Better Tomorrow

MUNICIPAL INFRASTRUCTURE SUPPORT AGENT (MISA)
Editorial, coordination, design and layout: MISA Communications

ISBN: 978-0-621-48616-2
RP: 264/2020
This report is also available on www.misa.gov.za



Table of Contents

PART A: GENERAL INFORMATION

1. GENERAL INFORMATION FOR MISA
2. LIST OF ABBREVIATIONS/ACRONYMS
3. FOREWORD BY THE MINISTER
4. DEPUTY MINISTER STATEMENT
5. CHIEF EXECUTIVE OFFICER’S OVERVIEW
6. STATEMENT OF RESPONSIBILITY AND CONFIRMATION OF ACCURACY FOR THE ANNUAL REPORT
7. STRATEGIC OVERVIEW
7.1 Vision
7.2 Mission
7.3 Values
8. LEGISLATIVE AND OTHER MANDATES
8.1 MISA’'s Mandate
8.2 Constitutional Mandate
8.3 Legislative Mandate
8.4 Policy Mandate
9. ORGANISATIONAL STRUCTURE

PART B: PERFORMANCE INFORMATION
1. AUDITOR’S REPORT: PREDETERMINED OBJECTIVES
2. SITUATIONAL ANALYSIS
2.1 Service Delivery Environment
2.2 Organisational Environment
2.3 Key Policy Developments and Legislative Changes
2.4 MISA Strategic Outcome Oriented Goals
2.4.1 Programme 1: Administration
2.4.2 Programme 2: Technical Support Services
2.4.3 Programme 3: Infrastructure Delivery Management Support
3. PERFORMANCE INFORMATION BY PROGRAMME

3.1 Programme 1: Administration

19
20
20
20
21
21
21
22
22
23
23
23



3.1.1 Sub-programme: Executive Support, Strategy and Systems 23

3.1.2 Sub-programme: Financial Management Services 24
3.1.3 Sub-programme: Corporate Management Services 24
3.2 Programme 2: Technical Support Services 26
3.2.1 Sub-programme: Infrastructure Assessment and Analysis 26 '
3.2.2 Sub-programme: Infrastructure Delivery, Maintenance and Stakeholder Coordination 27 t
3.2.3 Sub-programme: Technical Skills 27 ?
3.3 Programme 3: Infrastructure Delivery Management Support 34
3.3.1 Sub-programme: Project Management 34
3.3.2 Sub-programme: Framework Contracts and Infrastructure Procurement 34
3.3.3 Sub-programme: Infrastructure Financing 34 =
4. REVENUE COLLECTION 36 %
PART C: GOVERNANCE 37
1. INTRODUCTION 38
2. PORTFOLIO COMMITTEES 38
3. EXECUTIVE AUTHORITY 39
4. THE ACCOUNTING AUTHORITY/BOARD 39
5. RISK MANAGEMENT 39
6. INTERNAL CONTROL UNIT 40
7. INTERNAL AUDIT AND AUDIT COMMITTEES 40
8. COMPLIANCE WITH LAWS AND REGULATIONS 44
9. FRAUD AND CORRUPTION 44
10. MINIMISING CONFLICT OF INTEREST 45
11. CODE OF CONDUCT 45
12. HEALTH SAFETY AND ENVIRONMENTAL ISSSUES 45
13. COMPANY / BOARD SECRETARY 45 i
14. SOCIAL RESPONSIBILITY 46 r
15. AUDIT COMMITTEE REPORT 46 3
16. B-BBEE COMPLIANCE PERFORMANCE INFORMATION 48
PART D: HUMAN RESOURCE MANAGEMENT 49
1. INTRODUCTION 50
2. HUMAN RESOURCE OVERSIGHT STATISTICS 50
PART E: FINANCIAL INFORMATION 55
1. REPORT OF THE EXTERNAL AUDITOR 56

2. ANNUAL FINANCIAL STATEMENTS 61




TEMOSDEN

PART A:
GENERAL INFORMATION

ANNUAL REPORT 2019/20 FINANCIAL YEAR | 05



1. GENERAL INFORMATION FOR MISA

REGISTERED NAME: MUNICIPAL INFRASTRUCTURE SUPPORT AGENT
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0157
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0046
TELEPHONE NUMBER: +27 12 848 5300
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COMPANY/ BOARD SECRETARY N/A

06 | ANNUAL REPORT 2019/20 FINANCIAL YEAR



2. LIST OF ABBREVIATIONS/ACRONYMS

AGSA
AoPO
APP
ARPL
B2B
B-BBEE
CAE
CEO
CFO
CoGTA
DBSA
DCOG
DDG
DDM
DM
DORA
Dol
DPME
DPSA
DWS
FFC
FMPPI
GDP
GRAP
HR
HRD
IAA
ICT

A
IDMS
IDMS
IDMSC
IMTT
IDPs

KZN

Auditor-General of South Africa

Audit of Predetermined Objectives

Annual Performance Plan

Artisans Recognition for Prior Learning

Back to Basics

Broad-based Black Economic Empowerment

Chief Audit Executive

Chief Executive Officer

Chief Financial Officer

Cooperative Governance and Traditional Affairs
Development Bank of Southern Africa

Department of Cooperative Governance

Deputy Director General

District Development Model

District Municipalities

Division of Revenue Act

Department of Transport

Department of Planning, Monitoring and Evaluation
Department of Public Service and Administration
Department of Water and Sanitation

Financial and Fiscal Commission

Framework for Managing Programme Performance Information
Gross Domestic Product

Generally Recognised Accounting Practice

Human Resources

Human Resources Development

Infrastructure Assessment and Analysis

Information Communication Technology
International Auditing Standards

Infrastructure Delivery Management System
Infrastructure Delivery Management Support Programme
Infrastructure Delivery, Maintenance and Stakeholder Coordination subprogramme
Inter-Ministerial Task Team on Service Delivery
Integrated Development Plans

Information Technology

Kwazulu-Natal

ANNUAL REPORT 2019/20 FINANCIAL YEAR |

07



LGSETA Local Government Sector Training Education and Training Authority

LGTAS Local Government Turnaround Strategy
LUMS Land Use Management Schemes

M&E Monitoring and Evaluation

MCDPs Municipal Capacity Development Plans

MIG Municipal Infrastructure Grant

MISA Municipal Infrastructure Support Agent
MoA Memorandum of Agreement

MoU Memorandum of Understanding

MTEF Medium Term Expenditure Framework
MTSF Medium Term Strategic Framework

NDP National Development Plan

NT National Treasury

OHS Occupational Health and Safety

OSD Occupational Specific Dispensation

PAAP Post Action Audit Plan

PFMA Public Finance Management Act

PMDS Performance Management Development System
PMU Project Management Unit

PSA Public Service Act

PSP Professional Service Providers

QAIP Quality Assurance Improvement Programme
RMSC Regional Management Support Contracts
SANRAL South African National Road Agency Limited
SDF Spatial Development Framework

SCM Supply Chain Management

SMS Senior Management Services

SO Strategic Objectives

SPULMA Spatial Planning and Land Use Management Act
TSP Technical Support Plan

TVET Technical Vocational Education and Training
WSP Workplace Skills Plan
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3. FOREWORD BY THE MINISTER

As we cast our focus back to the work of the Municipal Infrastructure Support
Agent (MISA) in the 2019/20 financial year we are highly satisfied with the
level of performance by the agency, particularly in relation to targets set in
the annual performance plan for the year. We are also pleased that the agency
obtained an unqualified audit without any material findings (clean audit) for the
second consecutive year. This annual report presents a performance in relation
to the annual performance plan (APP) approved after the inauguration of the
Sixth Administration following successful general elections held in May 2019.
The approved APP captured some outcomes and targets in the Medium - Term
Strategic Framework (MTSF) for the five - year term of the current Administration.

We have continued with our mandate of providing technical support to
municipalities using the present capacity at MISA. This capacity includes leverage
of multi-disciplinary teams comprising skilled technical professionals and municipal
capacity development. These technical teams we deployed in different Districts to
support priority municipalities within each space focusing mainly on enhancing
their capacity for infrastructure planning project management, as well as maintenance and refurbishment of
existing municipal infrastructure.

The July 2019 Cabinet Lekgotla supported the proposal to strengthen the capacity on MISA to enable effective
fulfilment of the expanded role for the agency. The need for expanding the role of MISA was informed by
both the increasingly high demand for technical support from municipalities and the need for MISA to assume
an implementing role in certain municipalities that lack the necessary internal capacity to deliver and manage
infrastructure. We must continue to capacitate MISA to provide support to municipalities with persistent
underspending. Part of the capacity building at MISAwill be to intensify its support package to assist municipalities
to improve spending on Municipal Infrastructure Grant (MIG) in the next financial year.

In the period under review, the agency continued with the implementation of the Regional Management Support
Contracts (RMSC) programme in three pilot Districts, i.e Amathole, OR TAMBO and Sekhukhune. One of the
key achievements of the Pilot Phase is a set of standard operating procedures and manuals that were shared
with other municipalities to replicate best practices across the country. One of the highlights for the year was
the assessment of water and infrastructure aimed at determining the state of existing infrastructure with a view
to focusing efforts of municipalities towards effective maintenance and refurbishment of such infrastructure.

A key initiative we introduced as CoGTA during the year is the District Development Model (DDM) that seeks to
improve integration of government initiatives for improving the performance of municipalities. The launch of the
DDM in three district or metropolitan sites was a practical demonstration of meaningful collaboration not only
among government agencies but also with private sector stakeholders. Improvement in collaboration within and
across the three government spheres, and with the private sector is the key objective of the model. Integrated
and collaborative planning and implementation at the district level is critical for accelerated and sustainable
implementation of development programme at the local government level.

The coming year is filled with huge challenges and opportunities for MISA as CoGTA will be proceeding with
the operationalization of the DDM. This task calls upon MISA to align its operating approach to DDM and
to effectively lead the implementation of the municipal infrastructure within the district hubs. Support to
municipalities that are still struggling to spend their MIG allocations will remain one of the key priorities for the
agency in the next financial year. It is also crucial that MISA drives the mobilization of additional funding for
municipal infrastructure development from the private sector financiers as resources within the government
are hardly sufficient. More efforts should be directed at initiatives to improve operations and maintenance to
address challenges of reliability of municipal infrastructure.

As the country confronts challenges and constraints as a result of the COVID -19 pandemic that is ravaging the
entire globe, we urge MISA and all other institutions of government to adapt to the new normal of working to
avert disruption of services to the citizens. As government employs various ways of providing of water, especially
to more impoverished rural and township communities, water supply is a key element of the government’s
response plan to minimize the spread of Coronavirus; MISA has a critical role to play in this regard.

| am deeply grateful to the Chief Executive Officer, the entire management team and all staff in MISA for their
tremendous efforts towards enhancing the delivery of municipal infrastructure and services for the benefit of
the citizens. | am also thankful to Deputy Ministers for their unwavering support and invaluable contributions to
the process of addressing challenges facing the local government sphere.

NC

DR NKOSAZANA DLAMINI ZUMA, MP
MINISTER
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4. DEPUTY MINISTER STATEMENT

The period under review coincided to some extent with the first year of the
Sixth Administration following the 2019 general elections. After the President
announced his new Cabinet, the process of finalizing the Medium term Strategic
Framework (MTSF) for 2020 - 2024, which is the overarching plan to guide
the work of the current Administration over its five year office term, began in
earnest. Simultaneously, the Cooperative Governance and Traditional Affairs
(CoGTA) Portfolio initiated the District Development Model (DDM). The DDM,
which is being championed by CoGTA, is an inter-governmental mechanism
for strengthening integrated planning and implementation of developmental
programmes within and across all three spheres of Government, including State
Owned Entities (SOEs) and in collaboration with key stakeholders in the private
sector. The model was born out of the growing realization that fragmented
planning with the State immensely contributed to either slow implementation
or poor outcomes from programmes implementation. The DDM was launched
by the President in three district or metropolitan spaces (OR Tambo DM,
eThekwini Metro and Waterberg DM) during the course of the financial year
under review. MISA’s role in the DDM is to drive and coordinate the rollout of infrastructure programme within
each district space operating within the district hub.

The annual performance plan of the Municipal Infrastructure Support Agency (MISA) incorporated some
elements of the MTSF for 2020 - 2024. The plan also included a performance indicator and target relating to the
assessment of water and sanitation infrastructure through the Infrastructure Inspectorate as the areas of focus
recommended by the Financial and Fiscal Commission (FFC) in its 2019 report. This work is crucial as it seeks to
establish the state of municipal infrastructure with the aim of propelling municipalities to focus sufficient efforts
towards improving their functionality and reliability. It is clear that the biggest challenge facing municipalities is
poorly maintained infrastructure that negatively affects the quality of service provided to communities due to
high frequency of breakdowns.

The outbreak of the Coronavirus pandemic towards the end of the financial year under review and subsequent
restrictions emanating from the resultant lockdown served only to accentuate the economic disparities within
the country. It further exposed the persisting vulnerabilities among the poor communities in townships and
rural areas who lack the means to endure the harsh realities wrought by the sudden halt in economic activities.
The reality is that the ongoing COVID-19 pandemic will more likely exacerbate the problem of unemployment
in the country. It is, therefore, crucial that we accelerate the rollout of government’s infrastructure programme
to stimulate the economy and create the much needed jobs. Municipalities can effectively contribute to job
creation by implementing infrastructure projects more efficiently and by following labour-intensive methods
where suitable, without compromising the quality of resulting infrastructure.

It has been my pleasure to have an opportunity to contribute to the transformation of the municipal planning
and infrastructure development landscape working with a dedicated team of managers in MISA. My work was
made much easier because of unwavering support from the Chief Executive Officer, Director-General and
Deputy Minister Obed Bapela. | am also grateful to Minister Dlamini Zuma whose passion and drive towards the
turnaround of distressed municipalities has invigorated our efforts to realize the vision of a developmental local
government.

PARKS TAU
DEPUTY MINISTER FOR COOPERATIVE GOVERNANCE
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5. CHIEF EXECUTIVE OFFICER’S OVERVIE

The Municipal Infrastructure Support Agent’s total budget for the 2019/20
financial year was R430 million. This amount includes the surplus amount of
R83 million retained from the previous financial year. Total transfer from the
National Revenue Fund received through the Cooperative Governance and
Traditional Affairs (CoGTA) Vote was R344 million. In addition, an amount of
R3 million was received from interests on the call account. Total expenditure
for the year amounted to R401 million, resulting in a deficit in the statement of
financial performance of R54 million. The inclusion of retained funds amounting
to R83 million, as mentioned above, resulted in an overall surplus of R29 million
for the financial year. The recorded spending represents 93% of the total budget
at the disposal of the agency for the financial year under review, which reflects
an improvement in spending against the budget in comparison to the previous
financial year of 84%.

Spending on the cost of employees of R187 million accounted for 47% of the total expenditure in the year under
review. About R142 million was spent on goods and services, representing 35% of the total spending for the
year. Operational expenses amounted to R67 million, which constitute 17% of the total annual expenditure.
Spending on employee costs increased from R163 million in the previous financial year to R187 million due
to the increase in the number of employees as a result of the recruitment drive to fill vacancies on the revised
organisational structure. The implementation of the new structure enabled management to reduce the vacancy
rate to 24% of the total staff establishment as at the end of March 2020.

MISA achieved performance targets for 19 of the 24 key performance indicators in the approved annual
performance plan (APP) for 2019/20, which translates into an overall achievement of 79% for the year under
review. This performance reflects a decline in comparison to the achievement of 91% in the previous financial
year. All five performance targets that were not achieved during the financial year are under the Technical Support
Services programme. The main reasons for not achieving these targets were capacity challenges in certain
municipalities that adversely affected project implementation and capital expenditure. Governance challenges
in some municipalities caused mainly by political instability also contributed to unfavourable conditions for the
implementation of capital projects. The outbreak of the Coronavirus and subsequent declaration of the state of
disaster in March 2020 resulted in the suspension of training by TVET colleges, preventing the completion of
the enrolment process for 31 municipal officials selected for the Artisan Recognition of Prior Learning (ARPL).
This suspension was the reason for non-achievement of the performance target linked to the ARPL programme.
The performance targets on Municipal Capacity Development Plans (MCDPs) were not achieved due to the
delay in the development of MCDPs for eight municipalities as a result of the contractual dispute lodged by the
service provider.

During the period under review, MISA prioritised the filling of two Deputy Director General (DDG) positions that
remained vacant since the revised structure was approved in March 2017. This situation created uncertainties
within the organisation as the two core programmes were headed by managers appointed on acting capacity
over a prolonged period. The position of DDG for Infrastructure Delivery Management Support (IDMS) was
filled in January 2020 while the DDG: Technical Support Service position remained vacant as at the end of the
financial year. The latter position was re-advertised, and the projected date for concluding the appointment
process is the end of the second quarter of 2020/21. The agency also experienced capacity challenges due to
high staff turnover among technical professionals, who are usually attracted by better remuneration packages
offered by other employers. To address this challenge, management initiated the development of a retention
strategy to be finalised and implemented from the next financial year.

MISA successfully applied for the retention of unspent funds amounting to R83 million from the 2018/19 budget.
MISA has made significant strides in addressing deficiencies in supply chain management (SCM) identified
during the audits previously conducted by both Internal Audit and the Auditor-General. These improvements
were possible following the strengthening of human resource capacity within the SCM unit through the filling
of vacancies on the approved structure. As a result of these improvements, MISA did not incur new irregular
expenditure in the period under review. There is no amount of irregular expenditure in MISA’s books. SCM
processes and procedures are outlined in the comprehensive SCM Policies that are reviewed annually.

In the 2019/20 financial year, MISA obtained an unqualified audit opinion without material findings (clean
audit), which is the same as the previous financial year. The maintenance of this audit outcome was made
through management’s efforts to effectively implement appropriate measures to further improve the internal
control environment during the year under review. All issues raised by the AG in the management report for
2019/20 have been addressed.
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Achievements highlighted in this report are duly attributable to the commitment and efforts of the management
team and all other staff members within MISA. | am grateful for the contribution made by my colleagues and their
appreciation of the tough task of taking the organisation to even higher performance levels in the future. It is also
important to acknowledge the combined assurance provided by both Internal Audit and the Audit Committee,
which significantly contributed to the achievement of a clean audit. It is also my pleasure to acknowledge the
astute leadership and support provided by the Minister, Deputy Ministers and the Director-General of DCoG
without which it would have been extremely difficult to reach our milestones for the year.

NTANDAZO G VIMBA

CHIEF EXECUTIVE OFFICER

MUNICIPAL INFRASTRUCTURE SUPPORT AGENT
DATE: 30 SEPTEMBER 2020
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6. STATEMENT OF RESPONSIBILITY AND CONFIRMATION OF ACCURACY

FOR THE ANNUAL REPORT

To the best of my knowledge and belief, | confirm the following:

All information and amounts disclosed in the Annual Report are consistent with the Annual Financial Statements
audited by the Auditor General.

The Annual Report is complete, accurate and is free from any omissions.

The Annual Report has been prepared in accordance with the guidelines on the Annual Report as issued by
National Treasury.

The Annual Financial Statements (Part E) have been prepared in accordance with the Generally Recognised
Accounting Practice (GRAP) standards applicable to the public entity.

The Accounting Officer is responsible for the preparation of the Annual Financial Statements and for the
judgements made in this information.

The Accounting Officer is responsible for establishing, and implementing a system of internal control designed
to provide reasonable assurance as to the integrity and reliability of the performance information, the human
resources information and the Annual Financial Statements.

The External Auditors are engaged to express an independent opinion on the Annual Financial Statements.

In our opinion, the Annual Report fairly reflects the operations, the performance information, the human
resources information and the financial affairs of the public entity for the financial year ended 31 March 2020.

Yours faithfully

NTANDAZO G VIMBA

CHIEF EXECUTIVE OFFICER

MUNICIPAL INFRASTRUCTURE SUPPORT AGENT
DATE: 30 SEPTEMBER 2020
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7. STRATEGIC OVERVIEW

7.1 VISION
Leaders in Municipal Infrastructure Support.
7.2 MISSION

Our mission is to provide integrated municipal infrastructure support services to municipalities through
technical expertise and skills development towards the efficient infrastructure delivery systems, processes and
procedures.

7.3 VALUES

Guided by the spirit of Batho Pele, our values are:
Integrity

Collaborative

Knowledgeable

Professionalism

Service Excellence

8. LEGISLATIVE AND OTHER MANDATES

8.1 MISA'S MANDATE

MISA is mandated to render technical advice and support to municipalities so that they optimise municipal

infrastructure provisioning. MISA is expected to execute this mandate by performing the following functions:

e Supporting municipalities to conduct effective infrastructure planning to achieve sustainable service
delivery;

e Supporting and assisting municipalities with the implementation of infrastructure projects as determined by
the municipal integrated development plans (IDPs);

e Supporting and assisting municipalities with the operation and maintenance of municipal infrastructure;

e Building the capacity of municipalities to undertake effective planning, delivery, operations and management
of municipal infrastructure; and

e Performing any function that may be deemed ancillary to those listed above.

8.2 CONSTITUTIONAL MANDATE

CoGTA's mandate is primarily derived from Chapters 3, 5, 6, 7, and 9 of the Constitution of the Republic of

South Africa, 1996, hereafter referred to as the Constitution. The main thrust for each of these chapters is

presented below.

Chapter 3 - This chapter deals with cooperative government and intergovernmental relations. The Department

will have to ensure that we observe and adhere to the principles in this chapter and that we conduct our

activities within the parameters of this chapter.

Chapter 5 - This chapter deals with national intervention in provincial administration when a province cannot or

does not fulfil an executive obligation in terms of the Constitution or legislation.

Chapter 6 - This chapter deals with provincial intervention in local government, in particular when municipalities

are unable to fulfil their executive obligation. Chapter 6 is also relevant when a municipality, as a result of

financial crisis, breaches its obligations to provide basic services in order to meet its financial obligations.

Chapter 7- The chapter deals, inter alia, with municipalities in cooperative governance. The Department, by

legislation, must support and strengthen the capacity of municipalities to manage their own affairs, exercise

their powers and perform their functions.

Chapter 9 - This chapter deals with those institutions whose role requires strengthening the constitutional

democracy of the country. The DCoG has to comply with all legislative frameworks in this chapter in order

to meet legislative requirements under the auspices of institutions such as the Auditor-General and Public

Protector.

DCoG's primary mandate is to:

e Develop and monitor the implementation of national policy and legislation seeking to transform and
strengthen key institutions and mechanisms of governance to fulfil their developmental role.

e Develop, promote and monitor mechanisms, systems and structures to enable integrated service delivery
and implementation within government.

e Promote sustainable development by providing support to and exercising oversight over provincial and local
government.
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8.3 LEGISLATIVE MANDATE

As a national department, DCOG's function is to develop national policies and legislation with regard to local
government and to monitor, inter alia, the implementation of the following pieces of legislation:

NAME OF LEGISLATION

MANDATE

Municipal Property Rates
Act, 2004 (Act No.6 of
2004)

To regulate the power of a municipality to impose rates on property; to exclude certain
properties from rating in the national interest; to make provision for municipalities to
implement a transparent and fair system of exemptions, reductions and rebates through
their rating policies; to make provision for fair and equitable valuation methods of
properties; and to make provision for an objections and appeals process therewith.

Local Government:
Municipal Finance
Management Act, 2003
(Act No 56 of 2003)

To secure sound and sustainable management of the financial affairs of municipalities
and other institutions in the local sphere of government; to establish treasury norms
and standards for the local sphere of government; and to provide for matters connected
therewith.

Disaster Management Act,
2002 (Act No. 57 of 2002)

To provide for:

e An integrated and coordinated disaster management policy, which focuses on
preventing or reducing the risk of disasters, mitigating the severity of disasters,
emergency preparedness, rapid and effective response to disasters and post-disaster
recovery.

e The establishment of national, provincial and municipal disaster management
centres.

e Disaster management volunteers.

e Matters incidental thereto.

Local Government:
Municipal Systems Act,
2000 (Act No. 32 of 2000)

To provide for the core principles, mechanisms and processes that are necessary to
enable municipalities to move progressively towards the social and economic upliftment
of local communities; to ensure universal access to essential services that are affordable
to all; to define the legal nature of a municipality as including the local community
within the municipal area, working in partnership with the municipality’s political
and administrative structures; to provide for the manner in which municipal powers
and functions are exercised and performed; to provide for community participation;
to establish a simple and enabling framework for the core processes of planning,
performance management, resource mobilisation and organisational change, which
underpin the notion of developmental local government; to provide a framework for
local public administration and human resource development; to empower the poor and
ensure that municipalities establish service tariffs and credit control policies that take
their needs into account, by providing a framework for the provision of services, service
delivery agreements and municipal service districts; to provide for credit control and
debt collection; to establish a framework for support, monitoring and standard setting
by other spheres of government in order to progressively build local government into
an efficient, frontline development agency capable of integrating the activities of all
spheres of government for the overall social and economic upliftment of communities in
harmony with their local natural environment.

Local Government:
Municipal Structures
Act, 1998 (Act No. 117
of1998

To provide for the establishment of municipalities, in accordance with the requirements
relating to categories and types of municipality; to establish criteria for determining the
category of municipality to be established in an area; to define the types of municipality
that may be established within each category; to provide for an appropriate decision
of functions and powers between categories of municipality; to regulate the internal
systems, structures and office-bearers of municipalities; to provide for appropriate
electoral systems; and to provide for matters in connection therewith.

The Intergovernmental
Relations Framework
Act(Act No. 13, of 2005)

The objective of this Act is to facilitate coordination by the three spheres of government
in the implementation of policy and legislation. It is a Framework Act, which allows for
flexibility between the spheres in meeting the challenges within the conduct and practice
of cooperative government. Italso provides forthe basic architecture of intergovernmental
structures and for processes to guide the settlement of intergovernmental disputes.

Local Government:
Municipal Demarcation
Act, 1998 (Act No. 27 of
1998)

To provide for criteria and procedures for the determination of municipal boundaries by
an independent authority; and to provide for matters connected thereto.
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NAME OF LEGISLATION

MANDATE

Organised Local
Government Act, 52 of

To provide for the recognition of national and provincial organisations representing
the different categories of municipalities; to determine procedures by which local

1997 government may designate representatives to participate in the National Council of
Provinces; to determine procedures by which local government may consult with national
and provincial government; to determine procedures by which local government may
nominate persons to the Financial and Fiscal Commission, and to provide for matters

connected therewith.

Fire Brigade Services Act,
99 of 1987

To provide for the establishment, maintenance, employment, coordination and
standardisation of Fire Brigade Services; and for matters connected therewith.

Remuneration of Public
Bearers Act, 20 of 1998

To provide for a framework determining the salaries and allowances of the President,
members of the National Assembly, permanent delegates to the National Council of
Provinces, Deputy President, ministers, deputy ministers, traditional leaders, members
of provincial Houses of Traditional Leaders and members of the Council of Traditional
Leaders; to provide fora framework determining the upper limit of salaries and allowances
of Premiers, members of Executive Councils, members of provincial legislatures and
members of Municipal Councils; to provide for a framework determining pension and
medical aid benefits of office bearers; to provide for the repeal of certain laws; and to
provide for matters connected therewith.

Local Government:
Cross-Boundary Municipal
Act, 29 of 2000

To give effect to section 155(6A) of the Constitution by authorising the provincial
executives affected to establish cross-boundary municipalities; to provide for the
re-determination of the boundaries of such municipalities under certain circumstances,
and to provide for matters connected therewith.

8.4 POLICY MANDATE
The National Development Plan (NDP) - Vision 2030

The National Development Plan (NDP) recognises the need for South Africa to invest in the expansion of its
infrastructure network essential for the achievement of the country’s socio-economic objectives. This goal of
expanding infrastructure throughout the country can only be achieved through the development of robust
infrastructure and ensuring that once developed; the infrastructure assets are properly maintained.

Notwithstanding the pivotal role designated for local government in the ongoing roll-out and maintenance of
infrastructure for the provision of basic services such as water, sanitation, electricity, solid waste as well as
roads and storm-water, this sphere of government is still confronted with numerous challenges that continue to
constrain the ability of most municipalities to fulfil this role. These challenges include the following:

e Lack of proper planning for the development of new infrastructure;

e |neffective project management practices that adversely affect both the quality and duration of projects.

e Inadequate investment in the operation and maintenance of existing infrastructure;

e Limited human and financial resources, especially in rural municipalities, to deliver and manage infrastructure
for services provision;

Inadequate bulk infrastructure to supply all households with basic services like water and electricity; and
Lack of long term planning towards addressing infrastructure backlogs and enhancing the sustainability of
the infrastructure.

Medium Term Strategic Framework for 2014 - 2019

The Medium Term Strategic Framework (MTSF) for the period 2014-2019, particularly the chapter on
Outcome 9, provides a foundational base for the revised strategic plan of MISA (and COGTA) for 2014-2019
and the 2017/18 Annual Performance Plan (APP). MISA’s Strategic Plan for 2014 - 2019 (as amended) and
APP for 2017/18 were aligned to CoGTA's strategic plan for the same period. The Department of Cooperative
Governance (DCOG) is responsible for leading and coordinating the implementation of Outcome 9, which seeks
to build a “Responsive, accountable, effective and efficient developmental local government system”.
There are five sub-outcomes under Outcome 9, as listed below:
e Members of the society have sustainable and reliable access to basic services.
e Intergovernmental and democratic governance arrangements for a functional system of cooperative

governance and participatory democracy strengthened.

Sound financial and administrative management.

Promotion of social and economic development.

Local public employment programmes expanded through the Community Work Programme.
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In accordance with its core mandate, MISA has positioned itself to contribute towards the achievement of
sub-outcome 1 of Outcome 9.

Sub Outcome 1 strives for “Members of society to have sustainable and reliable access to basic services”.
MISA contributes to the attainment of this sub-outcome by providing technical support to municipalities to
enable them to properly plan for, deliver, operate and maintain infrastructure projects aimed at expanding or
maintaining access by households to basic services such as water and sanitation, electricity, waste collection
and roads and storm water. This support was directed largely to municipalities within the 27 districts identified
by Cabinet in 2011 as priority focus areas owing to their relatively high level of service backlogs.

The Local Government Back to Basics Strategy

The Minister of COGTA, in the COGTA Budget Vote delivered after the 2014 General Elections, set out the Back
to Basics (B2B) approach, which was subsequently presented at the Presidential Local Government Summit in
September 2014 and widely endorsed by all local government stakeholders.

The B2B programme is designed to ensure that all municipalities perform their basic responsibilities and

functions without compromise. The programme is built on 5 pillars outlined below:

e Put people and their concerns first and ensure constant contact with communities through effective public
participation platforms.

e Create conditions for decent living by consistently delivering municipal services of the right quality and
standard. This includes planning for and delivery of infrastructure and amenities, maintenance and upkeep,
including the requisite budgeting to do this and ensuring that there are no failures in services, and where
there are, restore services with urgency.

e Be well-governed and demonstrate good governance and administration; this includes cutting wastage,
spending public funds prudently, hiring competent staff, and ensuring transparency and accountability.

e Ensure sound financial management and accounting, and prudently manage resources so as to sustainably
deliver services and bring development to communities.

e Build and maintain sound institutional and administrative capabilities, administered and managed by
dedicated and skilled personnel at all levels.

The methodology to operationalise the B2B approach was based on a more integrated and hands-on approach
to cooperative governance intended to reassert the unitary nature of the South African state. This involves
measuring and managing the performance of municipalities (through ‘institutional performance management’),
and recognising and responding differently to different levels of performance (a ‘differentiated approach’).
CoGTA is responsible for mobilising a coalition of stakeholders around the B2B approach to unlock the creative
energies across all spheres of government and sectors of society, including the private sector. Part of this
‘unlocking’ valuable contribution by key players involves putting tools directly in the hands of citizens to hold
their municipalities to account.

Relevant Court Rulings
There are no court rulings that have had an impact on MISA’s strategic plan.
Policy Initiatives

The envisaged outcome of the ongoing process of amending the Municipal Systems Act, 32 of 2000 with the aim
of professionalising local government would go a long way in enabling the achievement of MISA’s objective of
building technical capacity in municipalities for improved delivery and management of municipal infrastructure.
The envisaged regulations would compel all municipalities to appoint only suitably qualified and experienced
professional staff for the performance of technical functions.

9. ORGANISATIONAL STRUCTURE

At the beginning of the 2017/18 financial year, the Department of Public Service and Administration granted
concurrence to the approved structure for MISA. Upon obtaining this concurrence, MISA management embarked
on the filling of vacancies on the revised structure to strengthen organisational capacity. In implementing the
new structure, management prioritised the filling of technical positions and other critical positions under the
support functions. Significant strides have been made in the appointment of engineers and other technical
professionals on a permanent basis, in line with the Occupation Specific Dispensation (OSD) within the public
service. This achievement has enabled the organisation to progressively reduce its reliance on consultants for
performing its core function of providing technical capacity support to municipalities. The approved structure
is presented below.
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Figure A: Organisational Structure for Municipal Infrastructure Support Agent (MISA)

DIRECTOR:
INTERNAL
AUDIT

MR T THOBILENG

DD: RISK,
ANTI-CORRUPTION &
INTEGRITY MANAGEMENT

VACANT

DDG: TECHNICAL DDG: INFRASTRUCTURE
SUPPORT SERVICES DELIVERY
MANAGEMENT SUPPO

MR S NGOBENI MS P KGOMO
(ACTING)

| ANNUAL REPORT 2019/20 FINANCIAL YEAR

MINISTER
COGTA
DR NC ZUMA (MP)

DEPUTY MINISTER

COOPERATIVE
GOVERNANCE

MR P TAU

CHIEF EXECUTIVE
OFFICER

MR NG VIMBA

CD: EXECUTIVE
SUPPORT, STRA
& SYSTEM

MR V MATHADA

QP G

)
CHIEF FINANCIAL CD: CORPORA

OFFICER MANAGEMENT
SERVICES

MS F NOMBEMBE MS R MATHABATHE




* v,

SN a 10w

MITSUBISHI

AT

——

. PARTB:
PERFORMANCE INFORMATION

ANNUAL REPORT 2019/20 FINANCIAL YEAR | 19



20

1. AUDITOR'’S REPORT: PREDETERMINED OBJECTIVES

The AGSA/auditor currently performs the necessary audit procedures on the performance information to
provide reasonable assurance in the form of an audit conclusion. The audit conclusion on the performance
against predetermined objectives is included in the report to management, with material findings being reported
under the Predetermined Objectives heading in the Report on other legal and regulatory requirements section
of the auditor’s report.

Refer to the Auditors Report, published as Part E: Financial Information, for the audit conclusion in relation to
performance information.

2. SITUATIONAL ANALYSIS

2.1 SERVICE DELIVERY ENVIRONMENT

Local government is a primary site for the delivery of basic services in South Africa, and since 1994 tremendous
progress has been made in the delivery of water, electricity, sanitation and refuse removal - at rates of delivery
unprecedented anywhere in the world. Notwithstanding these achievements, there are areas in which local
government is failing to meet the expectations of the citizens, where a collapse in core municipal infrastructure
services has resulted in services either not being provided at all or provided at unacceptably low levels.
Concomitant to this collapse are problems associated with municipal governance, capacity and financial viability.
The low rate of collection of revenue also continues to undermine the ability of municipalities to deliver services
to communities. There are far too many instances both of inappropriate placements and skills not measuring up
to requirements. This is compounded by widespread instances of rent seeking and corruption amongst public
representatives and businesses, reflecting a broader breakdown in the values and good governance principles.
These municipalities lack a culture of public service, and there were slow or inadequate responses to service
delivery challenges, which results in the breakdown of trust between councils and communities. Social distance
by our public representatives is reflected in inadequate public participation and poorly functioning ward
councillors and committees.

In 2014, CoGTA conducted a review of South Africa’s 278 municipalities, which revealed that the top third of

municipalities were managing to do the basics right and perform their functions at least adequately. Within this

group, there is a small group of top performers that are doing extremely well. The middle third of municipalities

reviewed are fairly functional but still characterised by worrying signs of poor performance or decline. This

middle group can be classified as ‘at risk’, since if left unchecked these could lead to a further decline. The bottom

third of municipalities are frankly dysfunctional, and the basic mechanisms to perform their functions are not

in place. These municipalities were found to be failing the citizens, and urgent intervention was considered

necessary in order to correct the decay in the system. In support of the implementation of the Back to Basics

programme, MISA refocused its programmes to align with the approach and to complement efforts of other

branches within DCOG and other role players.

At the heart of Back to Basics approach is the emphasis on getting each municipality to be a well-functioning

institution with the necessary human resources capability to perform its core function effectively and efficiently.

The achievement of the objectives of Pillar 2 (delivering municipal services of the right quality and standard)

largely depends on addressing current infrastructure backlogs and deficiencies in the management of municipal

infrastructure. Efforts towards addressing infrastructure and service delivery challenges, in line with Pillar 2 of

Back to Basics (B2B), are directed at the following:

e Development and implementation of municipal infrastructure plans;

e Implementation of operations and maintenance plans (at least 7% of OPEX Budget);

e Reduction of backlogs and ensure that municipalities acquire relevant skills for infrastructure development
and management;

e Accelerated implementation of a pipeline of projects in 27 Districts with particular focus on water and
sanitation;

e Service delivery interruptions monitored at the national level - No service failures; where they occur, ensure
they restore them urgently; and

e Coordinating service delivery initiatives of the national government and provincial departments.

These measures will bring about positive outcomes only if they are complemented by other components of the
municipality being targeted through the other four pillars of the B2B approach. To address the service delivery
challenges raised above, the government continues to mobilise key role players in the local government sector
to contribute to efforts towards getting the basics right. This is being done through the setting of performance
benchmarks that should be implemented to ensure that municipalities perform their basic responsibilities, every
day, without fail. MISA has positioned itself to contribute towards the achievement of the objectives of pillar 2
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of B2B and to a reasonable extent pillar 5, as presented below:

e Pillar 2: Ensuring significant improvements in service delivery through sound infrastructure management.
e Pillar 5: Building institutional resilience and initiating the next phase of institution building.

It is important to indicate that MISA has been operating within the institutional arrangement created for the
implementation of back to basics. MISA’s programme management teams in various provinces will continue to
vigorously participate in the provincial task teams and the district crack teams driving the B2B implementation
in municipalities. A process of reallocating resources to align the support with the district approach that has
been introduced through the B2B is currently in motion. Simultaneously, a review of MISA operational model
will be undertaken with the objective of improving the effectiveness of the support programmes and to ensure
that our technical professionals respond with greater speed to instances of infrastructure failures.

The implementation of the Back to Basics approach necessitated a change in MISA’s operational approach to
ensure that the provincial teams become more responsive to the challenges facing municipalities. The approach
of assigning individual professionals to focus on one or more municipalities over a period of time was deemed to
be out of sync with the imperatives of back to basics. To address this deficiency in the operational model, MISA
initiated a process of aligning with the district approach that required the establishment of multi-disciplinary
teams based at the district level for the purpose of supporting all municipalities within a particular district on the
basis of their respective needs and problems.

This operating approach is aligned with the District Development Model (DDM) that was initiated by CoGTA
during the year under review. The DDM identifies the district or metropolitan space as the platform of integrating
planning and implementation of development prgrammes at local government level. Operating with the auspices
of the DDM, MISA has been assigned the responsibility of coordinating efforts of role players involved in the
municipal infrastructure value chain to ensure integration of support to local government in infrastructure and
service delivery.

During the year under review, MISA witnessed an increase in demand for technical support from municipalities
and the persistent underspending on MIG allocations by some municipalities. These two challenges placed
pressure on the limited human resource capacity at the agency’s disposal. In light of this situation, MISA sought
further funding from the National Treasury to expand its capacity. The request for additional funding was not
approved, leaving MISA struggling to do more with limited resources. MISA will strive to improve the way it
supports municipalities on the implementation of projects funded through MIG allocations to improve spending
levels in the next financial year. This requires better collaboration with the MIG unit within DCoG.

2.2 ORGANISATIONAL ENVIRONMENT

MISA completed the process of appointing the Deputy Director General (DDG) for the Infrastructure Delivery
Management Support during the third quarter of the financial year under review with the appointee assuming
duty in January 2020. Meanwhile, the filling of the DDG: Technical Support Services (TSS) remained vacant
due to delays as the position was re-advertised. It is envisaged that the position will be filled by the end of
the second quarter of 2020/21 financial year. Due to these delays, the programme was headed by an official
appointed in an acting capacity.

Management made significant strides in filling vacancies on the approved staff establishment as reflected in
the lower vacancy rate of 24% as at the end of the financial year under review. The agency experienced the
challenge of high staff turnover among the technical professionals appointed in terms of the Occupation Specific
Dispensation (OSD). The relatively high turnover rate in this employee category is due to the high demand
for technically skilled personnel that pushes up remuneration levels in the private sector. To mitigate the risk
of instability caused by frequent resignations, management has initiated the development of a staff retention
strategy to be finalised and implemented in the next financial year.

2.3 KEY POLICY DEVELOPMENTS AND LEGISLATIVE CHANGES

There were no changes in policies and legislation with a bearing on the operations of the organisation during
the year under review.

2.4 MISA'S STRATEGIC OUTCOME ORIENTED GOALS

MISA strategic-oriented goals are grounded in the updated five-year strategic plan and annual performance plan
for 2019/20. The MTSF was analysed, and issues relevant to the organisation identified, with the amendment
of MISA's strategic objectives into five strategic-oriented goals, which is implemented over the medium terms
through strategic action programmes.

In the paragraph below, each goal is presented, followed by an outline of progress in the achievement thereof
during the year under review.
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2.4.1 Programme 1: Administration

This programme provides strategic direction, leadership, management and effective and efficient administrative
support services to the organisation. The programme serves as the enabler to the key functions of the
organisation.

Strategic Outcome Oriented Goal 1

Performance excellence through strategic leadership, sound governance and effective administrative support.

The strengthening of capacity within the administration programme during the 2018/19 financial year has
resulted in improvements in both sound governance and internal controls, particularly in relation to SCM
processes, planning processes and the usefulness and reliability of performance information. These improvements
in governance and internal controls has resulted in MISA receiving a clean audit for the 2018/19 financial year.
The maintenance of an effective governance and control environment is key to the achievement of the agency’s
objectives. Furthermore, MISA will continue to strive to improve spending against the budget in the coming
financial year by ensuring improvement in the management of projects linked to performance targets in the
annual performance plan.

2.4.2 Programme 2: Technical Support Services
The Technical Support Services Programme manages the provision of technical support and technical capabilities

to enhance the delivery of municipal infrastructure programmes. Each of the three goals under this programme
is presented below and an outline of progress towards the achievement of each.

Strategic Outcome Oriented Goal 2

‘ Municipal infrastructure planning support

MISA provided support to 87 municipalities on infrastructure planning, delivery and operations and maintenance.
Support to each of these municipalities was set out in the technical support plan (TSP) developed jointly by
MISA provincial teams and the respective municipalities. Although technical support provided by MISA has
enabled municipalities to undertake activities relating to planning, infrastructure development and maintenance,
most municipalities continue to experience a disruption in service provision due to lack of operations and
maintenance of infrastructure. Some municipalities consistently underspend on their Municipal Infrastructure
Grant (MIG) allocation resulting in stopping and reallocation of funds to the detriment of communities expecting
the delivery of services. In addition to the jointly developed TSP with municipalities, MISA has supported 30
municipalities with the development and implementation of SPLUMA compliant plans (Land Use Management
Schemes (LUMS), Spatial Development Frameworks (SDF's), Integrated Development Plans (IDP’s), etc.). MISA
also supported a further 20 municipalities in the development and implementation of Sector Plans (Energy,
Water and Demand Management Plans, Operations and Maintenance Plans).

Strategic Outcome Oriented Goal 3

‘ Municipal infrastructure functionality support

The implementation of the Regional Management Support Contracts (RMSC) programme has continued to gain
momentum during the period under review, with the implementation of this programme continuing in the three
pilot districts in the course of 2020/21. MISA was able to complete the assessment of water and sanitation
services infrastructure in 10 municipalities with a view to determining their level of functionality and advising
on appropriate measures to optimise their performance. This assessment culminated in the report card covering
selected municipalities in Eastern Cape (EC), Limpopo (LP), Kwazulu Natal (KZN) and North West (NW). More
district municipalities will be targeted for municipal infrastructure assessment support in the coming year.

Strategic Outcome Oriented Goal 4

Municipal infrastructure capacity building

The Technical Skills sub-programme focusses mainly on the implementation of learning programmes in
collaboration with municipalities that host learners enrolled by MISA for experiential training and short courses
training for municipal officials. MISA provided bursaries to 132 students during the year which seeks to contribute
to MISA’s creation of a pipeline of scarce skills through its bursary scheme that provide financial support to
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students enrolled for technical courses in universities and Technical Vocational Education and Training (TVET)
colleges. The absorption of artisans and graduates trained by MISA into municipalities continues to be a major
challenge in terms of capacity building for local government. This is despite the fact that most municipalities
continue to experience high shortages of skilled personnel to perform functions related to infrastructure
delivery and management. MISA also provided training to 291 municipal officials on various technical skills
training programmes.

During the year under review, MISA facilitated the implementation of Municipal Capacity Development Plans
(MCDPs) in seven municipalities where these plans have been approved, with a view to ensuring that these
seven municipalities have a systematic and coordinated approach towards improving internal technical capacity.
MISA’s efforts to complete the development of MCDPs in eight additional municipalities were hampered by a
prolonged dispute lodged by the contracted service provider. Although the MCDPs remained in draft format as
at the end of the financial year, some elements of the plans were implemented by municipalities with support
from MISA.

2.4.3 Programme 3: Infrastructure Delivery Management Support

The programme manages the provision of implementation support services on infrastructure projects, operations
and maintenance of municipal infrastructure.

Strategic Outcome Oriented Goal 5

Municipal infrastructure delivery management support

The continuous focus of the Infrastructure Delivery Management Support (IDMS) programme during the year
under review was to roll out a program on the government endorsed infrastructure delivery framework, which
is the Infrastructure Delivery Management System in three district municipalities (viz. Alfred Ndzo, Amathole
and OR Tambo) in the Eastern Cape. The roll out of this programme was done through providing theoretical and
hands-on training support and stakeholder management. The program was intended to ensure that municipalities
adopts the Infrastructure Delivery Management System and institutionalize the framework. The Infrastructure
Delivery Management System Maturity Assessment was done at the beginning and end of the program and
the results were encouraging and there has been improvement in terms of understanding the framework
by municipal officials. There is still a lot to be done in terms of aligning municipal infrastructure processes
to the Infrastructure Delivery Management System. Furthermore, IDMS also supported 58 municipalities on
implementation of framework contracts in order to expedite infrastructure procurement in municipalities to
ensure that infrastructure projects are implemented on time through capable contractors.

MISA also conducted feasibility studies including the socio-economic profiles and cost modelling on the
identified Water Services Authorities experiencing misalignment of bulk water and reticulation infrastructure to
assess the feasibility of projects intended to address identified misalignment.

3. PERFORMANCE INFORMATION BY PROGRAMME

3.1 PROGRAMME 1: ADMINISTRATION

Purpose: The Administration Programme ensures effective leadership, strategic management and administrative
support to the Municipal Infrastructure Support Agent in line with applicable legislation and best practice.
Programme overview: The programme serves as the enabler to the key functions of the organisation. It has the
following sub-programmes:

3.1.1. Sub-programme: Executive Support, Strategy and Systems

Executive Support, Strategy and Systems sub-programme reports directly to the Chief Executive Officer (CEO)
and provides strategic management support to the organisation. It consists of the following functions:

Strategic Management, Monitoring and Evaluation facilitate the formulation of strategic plan and annual
performance plan. It is also responsible for institutional performance assessment and for conducting programme
evaluation.

Executive Support provides executive support services to the Chief Executive Officer and management. It also
provides administrative and secretariat support to the agency’s management and oversight structures, including
the Audit Committee.

Government Information and Communication Technology (GICTM) performs information communication
technology business enablement and governance services. It is also responsible for information and knowledge
management function.
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Internal Audit Services reports to the Chief Executive Officer for administrative purposes and functionally to the
Audit Committee. It facilitates the performance of internal and forensic audits. It also provides technical support
to the Audit Committee.

Risk, Anti-corruption and Integrity sub-directorate is responsible for managing the provision of organisational
risks and integrity management, and anti-corruption services. The sub-directorate reports directly to the Chief
Executive Officer and is separate from Internal Audit Services.

3.1.2 Sub-programme: Corporate Management Services

Corporate Management Services sub programme reports directly to the Chief Executive Officer and provides
administrative support to the entire organisation. It consists of the following functions:

Human Resource Management and Development provides the human resource administration and development
services. It is also responsible for labour relations and employee wellness services within the organisation.
Legal Services provides legal advice to the organisation, litigation support and ensures compliance with the
national and international laws. It also assists the organisation with the drafting and monitoring of service level
agreements between MISA and external parties.

Security and Facilities Management Services is responsible for ensuring that the both staff and other resources
within the organisation are protected and that the work environment is conducive for productive performance.
Communications is responsible for managing the provision of communication services within the organisation.
It provides both internal and external communication services, media liaison support, public liaison, events
management, publication and photo journalism support, as well as developing and maintaining the departmental
website.

3.1.3 Sub-programme: Financial Management Services

Financial Management Services manages and facilitate the provision of financial management services and
reports to the Chief Executive Officer. It consists of the following functions:

Financial Accounting and Administration develops and oversee the implementation of financial administration
and accounting policies, processes and systems. Its main aim is to ensure that the financial resources allocated
to the agency are optimally utilised.

Management Accounting provides guidance on the preparation of budgets and monitors the expenditure trends
in an ongoing basis.

Supply Chain and Asset Management facilitates the development and monitors the implementation of supply
chain management policies, processes and systems. It also provides procurement and asset management
support within the organisation.

Internal Control and Compliance facilitates the development and implementation of an internal control system

to improve governance and compliance with applicable regulations, internal policies, processes and procedures.
It is also responsible for fraud prevention and loss management.
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Strategy to Overcome Areas of Under Performance

Annual performance targets for all key performance indicators under the Administration Programme were achieved.
Accordingly, it is not necessary to devise a strategy to overcome under performance.

Changes to Planned Targets

In March 2019, the Department of Planning, Monitoring and Evaluation (DPME) issued a letter to accounting officers
of departments and government components regarding the interim arrangements towards the tabling of the 2019/20
annual performance plans (APPs) in Parliament. In terms of this letter, all departments and government components
were directed to finalise their 2019/20 annual performance plans (APPs) and get them signed off by the respective
accounting officer and Executive Authority before 31 March 2019. The letter indicated that each institution should
commence with the implementation of the approved APP without tabling in Parliament. The stated reason for delaying
the tabling of APPs for 2019/20 in Parliament was that departments would be required to table their APPs after the
general elections that were scheduled for May 2019.

Following the general elections and the inauguration of the new Administration, MISA embarked on the review of
its APP under the guidance of the new Executive Authority prior to tabling the plan in Parliament as directed by the
DPME. The review process resulted in the addition of one performance indicator under the Administration Programme
in the revised APP tabled in Parliament during the financial year. The additional indicator included in the tabled APP is
1.2.4 (Unqualified audit opinion on the annual financial statements).

Linking Performance with Budget

2019/20 2018/19

Actual (Over)/Under Actual (Over)/Under

Programme Budget Budget

Expenditure | Expenditure Expenditure | Expenditure

R'000 R'000 R'000 R'000 R'000 R'000
Administration 94 421 90018 4403 98 869 98 847 22

The biggest proportion of the budget allocated for goods and services under the Administration Programme covered
the costs of services provided to the agency in relation to Facilities Management, Internal Audit and ICT functions.
Spending on the budget allocated for these services was relatively good with only about 5% of the allocated budget
remaining unspent as at the end of the financial year. This spending contributed to the achievement of all the
performance targets under the Administration branch. The level of spending over the entire financial year for the
programme stood at about 95% as at 31 March 2020.

3.2 PROGRAMME 2: TECHNICAL SUPPORT SERVICES

Purpose: The purpose of Technical Support Services programme seeks to enhance the capabilities of municipalities

for improved municipal infrastructure planning, delivery, operations and maintenance. Its main focus is to manage

the provision of technical support and capabilities to enhance the management of municipal infrastructure support

programmes by:

e providing assistance to selected municipalities in conducting infrastructure assessment and analysis;

e providing technical support and expertise to enable the delivery, planning, maintenance and land use management
services in collaboration with relevant stakeholders; and

e coordinating the development of technical skills to support the delivery of municipal infrastructure programmes.

Programme overview: The Programme coordinate the provision of technical support and assistance in conducting
infrastructure assessments and analysis; coordinate the provision of technical support and expertise for municipal
infrastructure delivery, planning, maintenance and land use management services with relevant stakeholders;
coordinate the development of technical skills to support the delivery of municipal infrastructure support programmes.

The Programme consists of the following sub-programmes:

3.2.1 Sub-programme: Infrastructure Assessment and Analysis

The primary aim of the sub-programme is to lay a sound basis for establishing the support requirements for each of
the selected municipalities. This determination is based on the outcome of the assessment of infrastructure assets
condition, review of infrastructure maintenance budgets and expenditure trends and assessment of backlogs and

access to basic service, among other focus areas. This assessment allows MISA to design support and intervention
plans that appropriately respond to the predetermined needs for each targeted municipality.
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3.2.2 Sub-programme: Infrastructure Delivery, Maintenance and Stakeholders Coordination

The sub-programme provides technical support to municipalities based on the needs identified during the assessment
and analysis stage. It also provides support to municipalities in relation to planning for land use management and
spatial development frameworks. Furthermore, the IDMSC is responsible for coordinating other role-players such as
sector departments, state-owned companies and provincial government towards the integrated delivery of municipal
infrastructure.

3.2.3 Sub-programme: Technical Skills

The main role of this sub-programme is to strengthen the capacity within municipalities for planning, delivery and
maintenance of municipal infrastructure. This is achieved by facilitating workplace opportunities in municipalities for
graduates, apprentices and learners in technical disciplines and technical training for municipal officials. It further
support municipalities in the recruitment of qualified technical personnel and mentoring of learners placed in
municipalities for workplace learning.
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Strategy to Overcome Areas of Under Performance

MISA will in addition to the development of acceleration plans for supporting municipalities underperforming in
respect to MIG spending, also assist municipalities with project preparation and procurement of infrastructure
projects. MIG Reprioritization process, where MISA engineers are providing support in the business case
development and appraisal of projects has been activated to redirect the balance of funds that are at risk of not
being spent, to respond to COVID-19 interventions and this strategy will expedite MIG expenditure towards
the required target of 90% by end of June 2020. MISA Framework contracts will be recommended for use by
municipalities to speed up their procurement processes. To address challenges in governance, municipalities will
be receiving support from CoGTA in conjunction with SALGA to improve governance and financial management
performance by Councils.

In terms of the municipal infrastructure assessments, MISA will in collaboration with KZN CoGTA, appoint
professional service providers to conduct the municipal infrastructure assessments in the identified district
municipalities. Assessments will continue in 2020-2021 financial year, initially in districts with lower risk of
Covid-19.

The newly recruited 100 Apprentices will be enrolled in the MISA Apprenticeship Programme during the 2020/21
financial year, once the verification process is concluded. The training of Artisan Recognition of Prior Learning
(ARPL) candidates enrolled in 2019/20 shall continue in the next financial year. The process of finalising the
eight (8) outstanding Municipal Capacity Development Plans will be finalised in the 2020/21 financial year.

Changes to Planned Targets

The revised APP tabled in Parliament during the course of the year included the following amendments to
performance indicators under the Technical Support Services (TSS) Programme in comparison to the first APP
signed off by the Executive Authority but not tabled in Parliament:

e Indicators 2.1.1(Number of Municipal technical support plans developed) and 2.1.2 (Number of Municipal
technical support plans implemented) in the first APP were merged into one indicator. The single indicator
resulting from this merger is indictor 2.1.1 (Number of Municipal technical support plans developed and
implemented to improve infrastructure planning, delivery, operations and maintenance), as reflected | the
revised and tabled APP.

e Indicator 2.1.3 (Number of infrastructure projects implemented in selected municipalities) was discontinued
and not included in the revised APP.

e Indicator 2.1.2 was rephrased to read as follows: ‘Number of municipalities supported through District
Support Teams to improve spending on MIG grant’.

e Number of municipalities supported with the development and implementation of SPLUMA compliant
plans (Land Use Management Schemes (LUMS), SDFs, IDPs, By-Laws, NSDF), IUDF and alignment with
Social Labour Plans (SLPs) with IDPs were added as Indicator 2.1.3 in the tabled APP.

e Indicator2.1.4 (Number of municipal IDP prescribed sector plans developed) was rephrased to read: ‘Number
of municipalities supported with implementation of Sector Plans (Energy, Water Conservation and Demand
Management Plans, Operations and Maintenance plans)’. The annual performance target for this indicator
was also increased from 10 sector plans in the first APP to 20 sector plans in the revised pla.

e Indicator 3.1.1 (Number of municipal infrastructure condition assessments conducted) was discontinued
and excluded from the revised APP.

e Indicator3.1.2 (Number of municipal infrastructure report cards developed) in the sign off APPwere rephrased
to read as ‘Number of district municipalities supported through the inspectorate to assess functionality of
water and sanitation infrastructure’ in the tabled APP. The annual performance target for the indicator was
also increased from One (1) Municipal infrastructure report card to 18 Municipal infrastructure report cards
in the tabled APP.

e The annual performance target for indicator 4.1.1 (Number of learners enrolled in MISA Apprenticeship
Programme) was increased from 110 apprentices to 230 apprentices in the tabled APP.

e The annual target for indicator 4.1.3 (Number of candidates enrolled in MISA Young Graduates Programme)
was reduced from 150 young graduates to 135 young graduates.

e The annual target for indicator 4.1.6 (Number of students provided with bursaries for studies in technical
professions) was increased from 65 students 80 students.

e The annual target for indicator 4.1.7 (Number of municipalities supported with compilation and
implementation of capacity development plans) was increased from 7 municipalities to 15 municipalities.

e Indicator 4.1.8 (Number of qualified artisans seconded in municipalities) was discontinued and excluded
from the tabled APP.
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Linking Performance with Budget
2019/20 2018/19

Actual (Over)/Under - Actual (Over)/Under
Expenditure | Expenditure g Expenditure | Expenditure

Programme Budget

R'000 R'000 R'000 R'000 R'000 R'000
TSS 290912 269 356 21556 369 443 296 084 73 359

Performance targets for four indicators in the annual performance plan were not achieved in the year under
review. The underspending under the TSS programme, especially against ring-fenced allocation for the RMSC,
was high. The level of spending on this programme over the entire financial year stood at about 93% as at 31
March 2020.

3.3 PROGRAMME 3: INFRASTRUCTURE DELIVERY MANAGEMENT SUPPORT

Purpose: The purpose of the Infrastructure Delivery Management Support (IDMS) Support programme is to
provide support to municipalities in the implementation of infrastructure projects, as well as operations and
maintenance of existing infrastructure.

Programme Overview: The programme’s objective is to deliver infrastructure projects on behalf of identified
municipalities and provide infrastructure financing, procurement and contract management guidance and
advice to municipalities. It will focus on the development of institutional capacity of municipalities to procure
and contract manage infrastructure projects efficiently and effectively. Through the Programme, MISA should
be able to put in place national framework contracts for municipal infrastructure goods and services.

The Programme consists of the following sub-programmes:
3.3.1 Sub-programme: Project Management

The sub-programme is responsible for coordinating the provision of technical support to municipalities in
respect of project management, infrastructure procurement and contract management processes.

3.3.2 Sub-programme: Framework Contracts and Infrastructure Procurement

The sub-programmes focusses on the development and implementation of national framework contracts
for procuring municipal infrastructure goods and services. It also focusses on managing the development
of municipal infrastructure strategies and systems. The support to municipalities in relation to procurement
entails the building of institutional capabilities in municipalities to ensure efficient procurement of municipal
infrastructure goods and services.

3.3.3 Sub-programme: Infrastructure Financing
The sub-programme facilitates the exploitation of alternative and innovative mechanisms for financing municipal
infrastructure and the management of Municipal Infrastructure Grant (MIG) programme. The MIG programme

is currently managed by the Department of Cooperative Governance (DCOG) but is provided for under MISA
organizational structure in anticipation of the planned transfer of the programme to MISA.
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Strategy to Overcome Areas of Under Performance

N/A

Changes to Planned Targets

The revised APP tabled in Parliament during the course of the year included the following amendments to
performance indicators under the Infrastructure Delivery Management Support (IDMS) Programme in
comparison to the first APP signed off by the Executive Authority but not tabled in Parliament:

e Indicator 5.1.2 (Number of municipalities supported in implementing National Treasury IDMS) and Indicator
5.1.4 (Number of municipalities supported in implementing Framework Contracts) were merged in the
revised APP as tabled in Parliament. The merged indicator appeared as 5.1.2 (Number of municipalities
supported in implementing National Treasury IDMS and Framework Contracts) in the tabled APP. The annual
target for framework contracts was also increased from 5 municipalities to 15 municipalities supported in
implementing framework contracts in the updated APP.

Linking Performance with Budget
2019/20

Actual

Programme

Budget

Expenditure

R'000 R'000
IDMS 42 380 41938

(Over)/Under
Expenditure

R'000
442

2018/19

Actual
Expenditure

(Over)/Under

Budget
uas Expenditure

R'000 R'000 R'000
30299 25265 5034

Capacity constraints still exist within this programme, with the filling of vacancies within the Project Management
Office and Infrastructure Financing sub programme planned for 2020/21 financial year. The overall level of
spending of budget allocated to the IDMS Programme for the year was 99% as at 31 March 2020.

4. REVENUE COLLECTION

Sources of Revenue 2019/20 2018/19
Actual Actual
. ctua (Over) /Under . ctua (Over)/Under
Estimate Amount Collection Estimate Amount Expenditure
Collected Collected P
R'000 R'000 R'000 R'000 R'000 R'000
Sale of Tender - - - - - -
Documents
Management Fee from - - - - - -
BEP Programme
LGSETA Grant for - - - - - -
Apprenticeship
Programme
Interest Received - 3381 - - 4948 -
Total - 3381 - - 4948 -

Capital Investment

During the year under review MISA did not implement any capital projects. There were no capital projects under
implementation at the beginning of the financial year. MISA also did not own, acquire or dispose of any asset or
facility of capital in nature during the period under review.
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PART C:
GOVERNANCE
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1. INTRODUCTION

As a ring-fenced government component, the Municipal Infrastructure Support Agent (MISA) is directly
accountable to the Minister of Cooperative Governance and Traditional Affairs (CoGTA). The Minister in turn
account to Parliament as the ultimate oversight body over the work of the Executive in government. Over the
past three years, MISA has progressively established robust governance and accountability framework that
has to enable the entity to persistently comply with relevant legislation, effectively managed key risks and
improved its overall performance. Sound governance is maintained by conducting the entity’s businesses in line
with internal policies, consistent implementation of internal control mechanisms, promoting ethical behaviour,
enforcing the Code of Conduct and reinforcing a culture of high performance among employees.

Various assurance structures have been put in place to draw management’s attention to internal control
weaknesses and emerging risks that might hamper the achievement of objectives. Two key assurance providers
are Internal Audit and the Audit Committee. Internal audit contributes maintenance of sound governance by
conducting reviews on various operational areas within the entity. The Audit Committee performs an oversight
role in line with the adopted Charter.

2. PORTFOLIO COMMITTEES

MISAwas invited to brief the Portfolio Committee on Cooperative Governance and Traditional Affairs on specific
matters. Accordingly, MISA management attended the Committee meetings as summarised in the table below:

on Cooperative
Governance and
Traditional Affairs

Annual Report for
2018/19

performance targets

in relation to some key
performance indicators
under the core
programmes.

DATE OF REMEDIAL ACTIONS
COMMITTEE MEETING FOCUS AREA AREAS OF RISK IMPLEMENTED
Portfolio Committee | 21 August 2020 MISA’s Quarterly High vacancy rate MISA continued with
on Cooperative Financial Statements the recruitment process
Governance for the First Quarter of in the remainder of the
2019/20 year that reduced the
vacancy rate to 24%
as at the end of March
2020.
Portfolio Committee | 27 August 2020 Overview of N/a N/a
on Cooperative the Municipal
Governance Infrastructure Support
Agent - CoGTA
Portfolio Committee
Strategic Planning.
Portfolio Committee | 08 October 2019 | Briefing on MISA Non-achievement of MISA sought to address

this under through

the implementation of
appropriate recovery
actions and monitoring
of such actions on a
quarterly basis.

Portfolio Committee
on Cooperative
Governance and
Traditional Affairs

06 November
2019

VIP Toilets in the
Northern Cape and
Eastern

MISA provided all
documents relating to
the VIP toilets tender
as requested by the
Committee at the
meeting.

During the year under review, the Accounting Officer for MISA compiled and submitted the following reports
to the Executive Authority.
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3. EXECUTIVE AUTHORITY

DATE OF COMMENTS BY THE

REPORT SUBMITTED SUBMISSION EXECUTIVE AUTHORITY ACTIONTAKEN

First Quarter 2019/20 30 July 2019 N/a N/a

Performance Report

Second Quarter 2019/20 31 October 2019 N/a N/a

Performance Report

Annual Report for 2018/19 19 September 2020 N/a N/a

Third Quarter 2019/20 29 January 2020 The Minister requested for an = Management provided an

Performance Report explanation on the reported explanation on the reason

overspending of R12 million incurring overspending in
on contracted services. relation to contracted services

item in the third quarter of
the year. It was reported that
the reason for overspending
was expense time caused
by faster implementation of
planned projects and that
expenditure would be in line
with budget at the end of
financial year.

Strategic Plan for 2020-2025 | 09 March 2020 N/a N/a

and Annual Performance Plan

for 2020/21

Fourth Quarter 2019/20 21 May 2020 N/a N/a

Performance Report

4. THE ACCOUNTING AUTHORITY / BOARD

During the period under review, MISA continued to operate without an Advisory Board as provided for in terms
of section 7A4(e) of the Public Service Act (PSA). In terms of this provision, the appointment of an Advisory
Board for a government component is not obligatory but can be done at the discretion of the relevant Executive
Authority. The option of appointing an Advisory Board for MISA has not been exercised since its establishment.
In the event that the Minister opts to appoint an Advisory Board for the entity in the future, is role will be to
advise both the Executive Authority and the Chief Executive Officer (CEQ) on matters relating to the delivery of
municipal infrastructure since the Act does don't grant any executive authority to the Advisory.

5. RISK MANAGEMENT

The Risk Management Policy and Strategy for MISA has been reviewed and approved by the Accounting Officer.
These