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financially distressed (Parliamentary Monitoring Group, 2023). According to the CJMM 

(2022:13), other revenues are collected through property rates; services charges 

(water, electricity, sanitation, and refuse); rental of facilities and equipment; interest 

(on external investments and outstanding debtors); fines, penalties, and forfeits; 

licences and permits; agency services; transfers and subsidies received; other 

revenues; and gains.  

Municipal revenue data are specified in the annual budgets and the audited financial 

statements (National Treasury, 2023). This revenue is aligned with the fiscal 

framework of the municipality and must be managed effectively to avoid irregular, 

unauthorised, fruitless, and wasteful expenditures. The fiscal framework includes 

revenue available to municipalities and their expenditure responsibilities, ensuring a 

balance between them.  

To ensure that financial management is effective in all spheres of government, several 

role players, such as government institutions, private interest groups, government 

bodies, entities, and citizens, hold the government accountable. The office of the 

Auditor-General of South Africa (AGSA) is tasked with auditing the finances of all 

government entities, spheres of government, or any other public institution that 

receives grants under section 188(2)(a) and (b) of the Constitution (South Africa, 

1996). The AGSA audits according to the standards and legislative prescripts of the 

institutions, as mentioned earlier, and most importantly, policies of the municipalities. 

The office also does this to recommend solutions to minimise financial 

mismanagement in the form of consequence management. 

The AGSA's consolidated general report on local government audit outcomes for 

2021-2022 indicated that there is a general issue of financial mismanagement, where 

unauthorised, irregular, as well as fruitless and wasteful expenditures continue to 

occur every year (AGSA, 2023a). To minimise such financial mismanagement, the 

AGSA underscores accountability and consequence management. However, this 

seems ineffective because financial mismanagement continues unabated, as reflected 

in various South African municipal audit reports (AGSA, 2023a). 

In the context of the South African public sector, consequence management (CM) is 

still a theoretically and practically confusing aspect that has its roots in 2013, when the 

 
 
 

 

©©  UUnniivveerrssiittyy  ooff  PPrreettoorriiaa  

 



 

3 

 

AGSA highlighted its significance (Parliamentary Monitoring Group, [Sa]:1). It is 

focused on strengthening and addressing the absence of accountability in the AGSA 

recommendations and statutory frameworks that support municipalities in providing 

citizens with effective and efficient services. According to the Government of South 

Australia, consequence management is “the process of predicting, identifying, then 

managing and minimising, the negative social, economic, and environmental 

outcomes from an event” (Government of Australia, 2023:2).  

In the 1990s, Schneider (1995) observed a problem with crisis management, also 

referred to today as consequence management, as it was given little attention in the 

professional and academic worlds. Lungisa and Nzewi (2023:53) also assert that 

consequence management is still receiving limited attention in the field of public 

management and administration, more especially at the local government level and it 

serves as a management approach to address both intentional and unforeseen 

consequences of administrative and policy processes. Public servants, officials, and 

political office bearers in all branches of government are tasked with ensuring that 

daily administrative tasks are completed effectively and efficiently. However, several 

factors influence efficiency in the public sector; Eke, Eke and Agala (2023:1826-1829) 

found that some of these factors include poor management, poor remuneration of 

public servants, poor work attitude, financial mismanagement/corruption, obsolete 

working tools, inadequate funding, political interference, and policy summersault.  

Therefore, it is critical that where there is financial mismanagement, the key role 

players, such as the municipal public accounts committee (MPAC), financial 

disciplinary boards, municipal councils, and AGSA, ensure that the issue is resolved 

and not repeated in the future. Legislation, such as the Local Government: Municipal 

Financial Management Act 56 of 2003, the Local Government: Municipal Structures 

Act 117 of 1998, the Local Government: Municipal Systems Act 32 of 2000, the Local 

Government: Municipal Planning and Performance Management Regulations of 2001, 

the Municipal Fiscal Powers, and Functions Act 12 of 2007 (South Africa, 1998, 2000, 

2001, 2007), and associated bodies govern municipal financial management. 

However, it has become evident through the AGSA’s annual municipal reports that 

municipalities need to enhance public finance management and municipal 

administration by improving consequence management. Therefore, the study 
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investigated the performance of the CJMM in terms of consequence management. In 

addition, the study endeavoured to find intervention strategies to improve 

consequence management. Secondary data was gathered from municipal audit 

reports, financial statements, consolidated general reports and articles in the public 

domain.  

CJMM is one of three Gauteng metropolitan municipalities, the other two being the 

City of Ekurhuleni (CEMM) and the City of Tshwane (CoTMM). According to the CJMM 

(2018), Johannesburg is the economic hub of South Africa, generating 17% of the 

country’s gross domestic product (GDP). In 2011, Statistics South Africa (Stats SA) 

recorded CJMM as the city with the largest population of 4.4 million and an 

unemployment rate of 25% (StatsSA, 2011). The CJMM continues to grow in 

population size due to more people migrating to the city to seek employment and better 

living standards (Cheruiyot & Ramatswana, 2022:49-50). 

Adequate consequence management would ensure public finance management and 

municipal administration in CJMM. However, the CJMM’s MPAC outlined in its 2021-

2022 oversight report that consequence management was absent in financial 

management within the metro; hence, the high increase in IUFW expenditure (CJJM, 

2023a:2).  

The study analysed the AGSA's municipal audit reports from 1 July 2018 to 30 June 

2019, 1 July 2019 to 30 June 2020, 1 July 2020 to 30 June 2021, 1 July 2021 to 30 

June 2022, and 1 July 2022 to 30 June 2023 to understand the effects of financial 

irregularities in the CJMM (AGSA, 2019, 2020, 2021, 2022, 2023a). This 

understanding would lead to insights into how the CJMM could use consequence 

management to improve the situation. However, data were used from 2018 to 2022 

because the 1 July 2022 to 30 June 2023 AGSA report was incomplete. 

1.2.1 Legal framework 

Financial management in the CJMM is underpinned by a legal framework, however, 

the lack of adherence remains prevalent. Especially in South Africa, section 188(2) of 

the Constitution requires auditing financial records of all branches of government and 

any other institution that receives government funds to ensure accountability. 

Therefore, the AGSA issues audit reports on government spending to highlight 
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potential gaps in financial management, which, as noted by Govender (2022), are 

widespread in local government departments. 

The Public Finance Management Act 1 of 1999 was established to ensure that 

financial management in national and provincial governments is sustained. The Act is 

part of a larger government plan to strengthen financial management in the public 

sector (South Africa, 1999). In addition, the Municipal Financial Management Act 56 

of 2003) (South Africa, 2003) was promulgated to ensure effective financial 

management in the local sphere of government by indicating treasury norms and 

standards. However, financial management is not only guided by the above 

frameworks but also the Medium-Term Expenditure Framework, the 

Intergovernmental Fiscal Relations Act 97 of 1997, the Local Government: Municipal 

Systems Act 32 of 2000, the Municipal Fiscal Powers and Function 12 of 2007, and 

the Local Government: Municipal Property Rates Amendment Act 29 of 2014 (National 

Treasury, [Sa](c), South Africa, 1997, 2000, 2007, 2014).  

1.3 Problem statement 

Academic research on consequence management has focused on disaster 

management in terms of risk, security, natural disasters, and public health, according 

to Putra (2024). Nonetheless, because financial mismanagement has been reported 

in 28% of the South African Municipalities, according to the AGSA’s audit reports and 

media releases (2023b:8), the research must include and examine financial 

consequence management.  

AGSA (2019, 2020) outlines a continuous increase in financial mismanagement from 

2018 to 2021, attributed to poor consequence management. In the 2019- 2020 

financial year, irregular expenditure in Gauteng Province amounted to approximately 

17% of the total national irregular expenditure, with the City of Cape Town Metropolitan 

Municipality (CoCTMM) having the largest and the CJMM being fifth on the list with 

R1,07 billion of irregular expenditure.  

In the AGSA 2021-2022 municipal audit reports, most South African municipalities did 

not execute consequence management, as evidenced by the cumulative amount of 

irregular expenditure of R79,22 billion (AGSA, 2022).  
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Although legislation governs municipal financial management, as outlined above, 

many are not doing enough to apply consequence management as suggested by the 

AGSA. The purpose of this research is to explore whether the lack of consequence 

management influences financial mismanagement in municipalities.  

1.4 Research aim, objectives, and questions 

1.4.1 Research aim 

The study aimed to determine the extent of financial consequence management in the 

CJMM, South Africa. 

1.4.2 Research objectives 

1. Investigate the alignment of current practices of financial consequence 

management in the CJMM with the legal framework. 

2. Assess the effectiveness of existing financial consequence management in the 

CJMM. 

3. Formulate recommendations on how the CJMM could ensure effective 

consequence management. 

1.4.3 Primary research question 

How is financial consequence management implemented in the CJMM, South Africa? 

1.4.4 Secondary research questions 

1. How do the current practices of financial consequence management in the 

CJMM, South Africa, align with legal frameworks? 

2. How effective are the existing financial consequence management strategies in 

the CJMM in upholding the principles of accountability and governance? 

3. What recommendations can enable the CJMM to ensure effective consequence 

management? 
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1.5 Research design and methodology 

1.5.1 Research design 

The study was based on a qualitative, exploratory, descriptive, and case study design. 

The research design was qualitative because the study sought to provide rich, detailed 

insights into the financial practices of the CJMM. Therefore, the study involved 

inductive reasoning, deriving general principles from the collected data allowing 

themes to emerge organically. 

It was exploratory because the study endeavoured to understand the financial 

practices of the CJMM without preformulated hypotheses. It was descriptive because 

the study summarised the financial practices of the CJMM based on audit reports 

spanning multiple years.  The City of Johannesburg Metropolitan Municipality served 

as the main case in this case study research design. CJMM was selected because of 

its importance as South Africa's economic hub and because of its population size, 

which makes its financial management techniques especially significant. Its past of 

financial mismanagement also offered a vital chance to investigate and resolve 

systemic problems. 

The single case study design facilitated understanding the CJMM's unique 

circumstances. 

1.5.2 Research methodology 

The research design determined the methods used to select the population, sample, 

collect, and analyse data. Purposive sampling was used to select the population of the 

financial practices of 257 South African municipalities. The CJMM financial practices 

sample was based on its financial statements and audit reports from 2018 to 2022 

which were relevant to the study to inhibit IUFW (IUFW) expenditure. 

Document analysis was used to collect qualitative data from the above-mentioned 

secondary sources. Thematic data analysis was used to identify recurring themes 

regarding the CJMM's financial practices.  

1.6 Limitations 
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1.6.1 Limited data access 

The study lacked access to specific recommendations made by the AGSA to 

municipalities. These recommendations, shared with government officials, remain 

unavailable to the public. Access to such insight could have enhanced the study's 

understanding of financial issues within the CJMM. 

1.6.2 Reliance on AGSA audit reports: 

The study depended on the AGSA's municipal audit reports to detect financial 

mismanagement. However, these reports focus on provincial-level analysis, which 

skews the perceptions of financial misconduct in individual municipalities. 

1.6.3 Temporal limitation: 

The data was gathered from 2018 to 2022 because the 2022-2023 municipal audit 

reports were incomplete. Therefore, the exclusion of the recent data could have had 

an impact on the analysis. Nonetheless, the study could serve as a tool for the CJMM 

and other municipalities to monitor and inhibit financial mismanagement through 

consequence management. 

1.7 Ethical implications 

Ethics clearance was obtained from the University of Pretoria's School of Public 

Management and Administration and the Faculty of Economics and Management 

Sciences. Because there was no human interaction in the study, a consent form was 

not required before participation. All data collected were securely stored by the 

researcher and the study’s supervisor, Prof David Fourie, and released only through 

data discussion in the dissertation. 

1.8 Significance of the study 

The study was significant, as it explored financial, municipal administration within the 

broader context of public management and policy. However, since South Africa's 

transition to democracy in 1994, the government has promoted effective financial 

management at the municipal level, but development, corruption, poor management, 

and maladministration persist. 
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The study highlighted the need for improved consequence management in municipal 

finance. It emphasised that sound financial management practices were vital for the 

sustained viability of municipalities. As highlighted by Corruption Watch (2014), the 

repercussions of disorganised financial management within municipalities included 

resource misappropriation and abuse, heightening the risk of corruption and 

undermining service delivery. 

By focusing on the financial management status and audit outcomes of the CJMM as 

presented by the AGSA, the study aimed to make a substantial contribution to 

enhance governance in South African municipalities. It sought to benefit the broader 

public by proposing practical recommendations to optimise the utilisation of municipal 

finances and strengthen consequence management practices. Ultimately, the study 

aimed to foster trust and accountability among South African citizens, reassuring them 

that their elected representatives had effectively managed the state's assets and 

instilling confidence in governance structures. 

1.9 Dissertation framework 

In Chapter 1, the researcher explored the groundwork of the study by portraying the 

financial management landscape within South African municipalities. Here, the 

researcher introduced the historical backdrop of financial mismanagement issues and 

the urgent need for consequence management. The problem shaped the research 

aim, objectives, questions, design, and methodology. Additionally, the researcher 

discussed the study's limitations, ethical implications, and significance. 

In Chapter 2, the researcher explained municipal finance concepts and the legislative 

frameworks governing South African municipalities. The researcher analysed the roles 

and responsibilities of key municipal finance management stakeholders entrusted with 

ensuring sound financial practices. Furthermore, theories which underpin effective 

financial management, and the implementation of consequence management were 

explored. 

Chapter 3 examined how a municipality should manage its finances to gain insights 

into the CJMM’s financial management. The chapter presented the financial 

management background in the public sector as determined by South African 

legislation.  
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Chapter 4 focused on the findings of the AGSA and the CJMM's financial statements 

concerning consequence management. By analysing these documents and MPAC 

and CJMM management reports, the CJMM's financial status concerning 

consequence management was revealed. These findings provided valuable insight 

into whether the CJMM had prioritised consequence management. 

Chapter 5 presented the recommendations of how the CJMM can implement effective 

measures to enhance consequence management and mitigate financial 

mismanagement. Drawing from AGSA's and MPAC's recommendations to the CJMM, 

the researcher provides further suggestions to ensure the prioritisation of 

consequence management and mitigating financial mismanagement risks. 

1.10 Chapter summary 

The researcher began the investigation by examining the fundamental aspects of the 

study and focusing on the management of finances within South African municipalities. 

In addition, the chapter elaborated on the context of financial challenges and 

underscored the need to address the ensuing consequences. This initial exploration 

outlined the research aim, objectives, questions, design, methodology, limitations, 

ethics, and the significance of the research. 

Chapter 2 analyses municipal finance management; legislative frameworks which 

govern South African municipalities; and sound financial practices. Furthermore, the 

chapter discusses theories that underpin effective financial management and the 

implementation of consequence management. 
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CHAPTER 2 

MUNICIPAL FINANCE GOVERNANCE IN SOUTH AFRICA 

2.1 Introduction 

In this chapter, the concepts of municipal finance management and the legal structures 

overseeing South African municipalities is expounded upon. The roles and duties of 

significant players in managing municipal finances who are responsible for upholding 

robust financial practices, are carefully analysed. Additionally, the researcher delves 

into theories supporting efficient financial management and enforcing consequence 

management measures.  

This chapter contextualises the importance of financial management in South Africa’s 

public sector. It contributes to the study of public management and policy regarding 

the implications of financial mismanagement within the local government sphere and 

the consequent management's efficacies. Considering this, the purpose of this chapter 

is to provide some context for the importance of financial management in South 

Africa's public sector, specifically in the context of municipal governance. Based on 

public management and administration concepts, the chapter aims to analyse the 

effectiveness of consequence management in correcting financial mismanagement at 

the local government level and explore the ramifications of such malpractices. 

The chapter proceeds systematically, examining the legal structures that oversee 

public finance management in South Africa. By reviewing the numerous laws passed 

to guarantee financial responsibility and openness, the research lays the foundation 

for comprehending the regulatory environment in which municipalities function. After 

that, the focus turns to analysing municipal administration and management and 

explaining the legal and constitutional obligations that support their creation. By 

demystifying the administrative procedures and organisational structures used by 

municipalities, this section aims to facilitate a more sophisticated comprehension of 

their duties and functions within the larger governance framework. In addition, the 

chapter explores municipal revenue, emphasising the mutually beneficial relationship 

between public finance and service delivery.  
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2.2 Background 

Public sector finance is a key component of political, economic, and administrative 

governance (Fourie, 2012). Sound public finance management requires the 

transparency of public activities and their financing and the accountability of the 

persons responsible for public finance. Considering this, financial management has 

been a key component of good governance in the public sector. Using financial 

management tools, the government may put its goals into practice, create a 

responsive and effective public sector, and provide financial information for decision-

making and accountability. For this reason, the government has enacted several laws 

to ensure proper financial management and administration in all spheres of 

government. However, financial mismanagement practices, such as IUFW 

expenditure, still occur in the AGSA’s audit reports.  

Examining the clauses found in Part B of Schedules 4 and 5 of the Constitution (South 

Africa Republic (South Africa), 1996), the chapter emphasises how important it is for 

local governments to use municipal funds wisely to meet their service delivery 

responsibilities. Moreover, the examination goes beyond stewardship and governance 

theories to investigate theoretical frameworks that guide local governments' moral 

behaviour and governance procedures. Through this viewpoint, the study attempted 

to clarify how stakeholders, such as municipal residents and public officials, may 

support sound financial management and respect governance principles. The chapter 

concludes by examining consequence management as a powerful instrument for 

combating financial misconduct in municipalities. The chapter illustrates how 

consequence management may be effectively utilised to promote fiscal integrity and 

improve service delivery outcomes by outlining accountability systems and disciplinary 

procedures. 
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2.3 Municipal finance management concepts 

2.3.1 Public management and public administration 

Often, the concepts of public management and public administration are used 

interchangeably; however, the two concepts mean different things in the field of public 

management and administration. According to Tompkins (2024), public administration 

refers to planning, drafting, and implementing policy to improve civil society. Suciu and 

Loan (2010:1020) assert that the term "public administration" stems from the Latin 

word "administer," which translates to "servant." They also believe that public 

administration is concerned with managing public affairs or how a country performs 

while carrying out government obligations. Nzewi (2015:14-15) believes that the roots 

of public administration are primarily located in political science and involve the study 

of substantial bureaucratic institutions and government procedures, as well as the 

interplay between political and policy players towards policy implementation. 

Suciu and Loan (2010:1022-1023) believe that public management is viewed as an 

administrative duty involving the exercise of public authority in line with a set of rules. 

According to Nzewi (2015:14-15), management is founded in other social sciences, 

particularly the study of organisational psychology and business practices. Tshiyoyo 

(2018: 83-84) also describes public management as a method that uses managerial 

strategies to enhance the value of the money the public sector achieves.  

Tshiyoyo (2018: 84–85) posits that the distinction between public management and 

public administration is that the former focuses on conventional standards (like 

compliance and acceptability) and government operations, whereas the latter is 

dynamic regarding leadership and creativity. An insightful view on how proper 

standards should be set to ensure effective management and administration of state 

activities in the public sector is provided by the new reforms that have developed with 

the latest public management focus in the public sector.  

2.3.2 Municipal finance administration and management 

This section outlines the legislation municipal finance administration and 

management. Proper municipal finance administration and management are critical 

for effective public service delivery. They ensure that the well-being and quality of 
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residents are constantly improving by effectively managing municipal resources, 

fostering economic growth, promoting community development, and maintaining 

infrastructure. South African municipalities are established in Chapter 7 of the 

Constitution (South Africa, 1996). According to section 151(2) of the Constitution, a 

municipality's executive and legislative authority is vested within its municipal council. 

According to section 2(a) of the Local Government: Municipal Systems Act 32 of 2000) 

(South Africa, 2000), a municipality is a state entity that falls under the local branch of 

government. Furthermore, a municipality has legislative and executive power within a 

geographical territory defined by the local government according to the Municipal 

Demarcation Act 27 of 1998 (South Africa, 1998).  

A municipality comprises of political and administrative structures as well as its 

constituents. Its regional functions are based on the political, statutory, and other 

relationships between its political structures, political officeholders, administration, and 

community(ies). Additionally, a municipality has a separate legal personality, 

excluding community liability for the municipality's decisions. Municipalities have the 

authority to run their affairs and are subject to the exact constitutional requirements of 

other spheres of government (South Africa, 2000).  

Furthermore, the Constitution requires municipalities to exercise their jurisdiction 

independently of the national and provincial governments. It emphasises the 

uniqueness, interdependence, and interconnection of all three spheres of government. 

To achieve effective cooperative governance, an organised local government (e.g., a 

municipality) must work to create shared strategies for local government as a separate 

branch of government. It should foster cooperation between all spheres of 

government. According to section 152 of the Constitution (South Africa, 1996), the 

following includes the objectives of the local government sphere:  

“(a) to provide a democratic and accountable government for local communities;  
 (b) to ensure the provision of services to communities in a sustainable manner;  
 (c) to promote social and economic development;  
 (d) to promote a safe and healthy environment; and  
 (e) to encourage the involvement of communities and community organisations in the matters of  
      local government.” 

 

The defined objectives are critical to promoting efficient municipal finance 

management and increasing the municipality's overall improvement. Consistent 
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adherence to these objectives is essential, particularly in municipal finance 

management. Important stakeholders within municipalities must take on the role of 

stewards for these objectives, ensuring that they are upheld scrupulously in all parts 

of their duty to the community. This method enhances accountability and consequence 

management, aligning with the municipality's constitutional objectives and 

strengthening the municipality's sustainable growth capability (South Africa, 2000). 

According to Madumo (2018:101), municipalities manage and administer the affairs of 

communities within predetermined and defined limits as part of their role as constituent 

parts of a sub-national government. According to section 6 of the Municipal Systems 

Act 32 of 2000, the democratic values and principles enshrined in section 195(1) of 

the Constitution guide the management of a municipality. Therefore, the Act requires 

that a municipality’s administration must do the following (South Africa, 2000): 

“a) be responsive to the needs of the local community;  
 b) facilitate a culture of public service and accountability amongst staff,  
 c) take measures to prevent corruption;  
 d) establish clear relationships and facilitate cooperation and communication between 
     it and the local community; 
 e) give members of the local community full and accurate information about the level 
     and standard of municipal services they are entitled to receive; and 
 f) inform the local community(s) how the municipality is managed, of the costs 
    involved and the persons in charge.” 

2.3.3 Municipal systems and categories  

2.3.3.1 Systems 

Section 7 of the Local Government Municipal Systems Act 32 of 2000 outlines the 

following municipal systems (South Africa, 2000): 

“(a) Collective executive system which allows for the exercise of executive authority through an 
executive committee in which the executive leadership of the municipality is collectively vested. 
(b) Mayoral executive system which allows for the exercise of executive authority through an 
executive mayor in whom the executive leadership of the municipality is vested and who is assisted 
by a mayoral committee.  
(c) Plenary executive system, which limits the exercise of executive authority to the municipal 
council itself.  
(d) Sub-council participatory system which allows for delegated powers to be exercised by sub-
councils established for parts of the municipality; and 
(e) Ward participatory system which allows for matters of local concern at Ward’s to be dealt with 
by committees established for the Wards.” 
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2.3.3.4 Categories 

Section 155 of the Constitution (South Africa, 1996) and Chapter 1 of the Municipal 

Systems Act 32 of 2000 (South Africa, 2000), municipalities are categorised as follows: 

a) Category A (metropolitan municipality) 

According to section 1 of the Municipal Systems Act 32 of 2000 (South Africa, 2000), 

this is.  

“a municipality that has exclusive municipal executive and legislative authority in its area … if it [is] 
a conurbation with densely populated sections and frequent population movement. Services and 
products: a single location where integrated development planning is desirable: significant 
development, several commercial districts and industrial zones, a hub of economic activity with a 
complex and diverse economy: as well as having close social and economic ties between its 
constituent parts.” 

According to section 8 of the Municipal Systems Act 32 of 2000, Category A 

municipalities are distinguished based on the following types (South Africa, 2000): 

“a) a municipality with a collective executive system;  
 (b) a municipality with a collective executive system combined with a sub-council participatory 
system; 
 (c) a municipality with a collective executive system combined with a ward participatory system; 
 (d) a municipality with a collective executive system combined with both a sub-council and a ward 
     participatory system; 
 (e) a municipality with a mayoral executive system- a municipality with a mayoral executive system  
     combined with a sub-council participatory system;  
 (g) a municipality with a mayoral executive system combined with a ward participatory system;  
      and  
(h) a municipality with a mayoral executive system combined with both a sub-council and a ward  
     participatory system.” 

b) Category B (local municipality) 

Section 9 of the Municipal Systems Act 32 of 2000 (South Africa, 2000) is “a 

municipality that shares municipal executive and legislative authority in its area with a 

category C municipality within whose area it falls”. A region must contain both 

Category C and Category B municipalities to meet the requirements of section 2 of the 

Act. There are currently 205 local municipalities in South Africa. The following, 

according to section 9 of the Act, are the types of municipal management and 

administration in local municipalities: 

"(a) a municipality with a collective executive system; 
 (b) a municipality with a collective executive system combined with a ward participatory system; 
 (c) a municipality with a mayoral executive system; 
 (d) a municipality with a mayoral executive system combined with a ward participatory system; 
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 (e) a municipality with a plenary executive system; and 
 (f) a municipality with a plenary executive system combined with a ward participatory system'  

c) Category C (district municipalities) 

The Municipal Systems Act 32 of 2000 (South Africa, 2000) states that this is “a 

municipality that has municipal executive and legislative authority in an area that 

includes more than one municipality.” Furthermore, if a portion of a region is 

designated under paragraph (2) of the Act as a district management area, that region 

does not have a Category B municipality, despite the requirement in section 3 of the 

Municipal Systems Act 32 of 2000 for it to include both category C and category B 

municipalities. 

There are currently 44 district municipalities in South Africa, and these municipalities 

are distinguished managerially and administratively as follows (South Africa, 2000): 

“(a) a municipality with a collective executive system.  
 (b) a municipality with a mayoral executive system; and  
 (c) a municipality with a plenary executive system.” 

As a major centre of both cultural and economic activity, the CJMM is one of South 

Africa's most well-known metropolitan municipalities. Johannesburg, which falls into 

Category A among the eight metropolitan municipalities that Statistics South Africa 

(Stats SA) identified in 2022 (StatsSA, 2022), is in a unique situation when compared 

to other metropolitan municipalities such as Cape Town, Ekurhuleni, and eThekwini. 

Having large populations and intricate infrastructure, metropolitan municipalities such 

as Johannesburg are vital contributors to the development of a country. They require 

robust consequence management systems to successfully mitigate risks because 

their scale and scope make them more vulnerable to financial mismanagement.  

Metropolitan municipalities are subject to more considerable governance and service 

delivery duties than local and district governments, making financial irregularities more 

consequential. Therefore, Johannesburg and its counterparts must prioritise 

consequence management to maintain accountability, transparency and fiscal 

restraint in handling municipal finances and guarantee sustainable development and 

equal prosperity for all citizens. 
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2.3.4 Municipal revenue 

The governments of all countries rely on taxes charged to generate revenue. South 

Africa has a National Revenue Fund, which consists of all the revenue the national 

government generates. Under section 214(1) of the Constitution and section 3(1) of 

the Division of Revenue Act 5 of 2023, an equitable revenue division from all three 

government spheres must be ensured.  

According to section 227(1)(a) and (b) of the Constitution, municipalities are entitled 

to a share of the revenue raised nationally to provide services listed in Part B of 

Schedules 4 and 5 of the Constitution (South Africa, 1996). Chauke (2016:144-145) 

elaborates that, for municipalities to perform their Constitutional duties of providing 

services, they rely on two sources of revenue: the revenue they raise and 

intergovernmental transfers. Municipalities can also receive income from the national 

government either conditionally or unconditionally.  

According to section 229(1) of the Constitution, municipalities can raise revenue from 

property rates and charges on fees for services rendered. Section 229(1)(b) of the 

Constitution and section 4(c)(i) and (ii) of the Municipal Systems Act 32 of 2000 also 

allow municipalities, only if authorised by the national legislation, to raise revenue 

through levies, other taxes, and duties appropriate to local government. Section 230A 

(1) of the Constitution also allows the municipal council to raise loans for capital or 

current expenditure only when necessary for bridging purposes during a fiscal year 

(South Africa, 1996, 2000).  

According to section 64 of the Municipal Finance Management Act 56 of 2003, the 

accounting officer of a municipality must ensure that the municipality has an effective 

revenue collection system, and that this revenue is calculated monthly. For example, 

the CJMM sends out accounts to all its residents every month, charging for electricity 

and water supplies, waste collection, and property taxes, also known as rates. This 

revenue funds a wide range of municipal services, including road maintenance, refuse 

collection and water supply, social upliftment initiatives and educational programmes 

(South Africa, 2003).  

The CJMM uses the Revenue Shared Services Centre (RSSC) to oversee and 

maintain relationships between the CJMM and its customers and collect revenues 
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critical to the smooth operation of Johannesburg as a world-class African city (CJMM, 

2018). According to Van der Waldt and Du Toit (2009), there are six ways in which 

municipalities generate their revenue to run their daily operations: Revenue collection, 

including debt management, grants, and financial allocations to metropolitan 

municipalities. Property rates are charges that municipalities bill to citizens based on 

land and buildings. These rates include property owned by individuals, factories, and 

other private businesses. Section 299(1)(a) of the Constitution allows municipalities to 

impose rates on the property. Other revenue sources are:  

1) Levies and service charges: The Municipal Fiscal and Functions Act 12 of 2007 

and section 229(1)(b) of the Constitution allow municipalities to generate 

revenue through taxes, levies, and other duties except on VAT, income tax or 

general sale tax. 

2) Charges to communities: For example, fines are given to an individual, a 

business, or a group for littering, damaging public property or not adhering to 

the law. Other charges can be fines for overdue library items, late payments for 

services rendered, interest on investments and outstanding debt. 

3) Unconditional grants: A portion of the national government's revenue must be 

shared with municipalities. 

4) Conditional grants: Funds, including municipal infrastructure grants, are 

allocated to municipalities based on planned projects, such as housing for the 

poor. 

5) Municipal borrowing: According to section 230A (1) of the Constitution, 

municipalities can raise loans for capital. This may include any donations and 

contributions from public and private institutions, government loans, internal 

loans, contribution revenue and external loans. Concerning levying rates and 

taxes, section 95 of the Municipal Systems Act 32 of 2000 outlines that a 

municipality must be able to develop mechanisms to ensure that citizens 

participate in managing these revenue collections by providing municipalities 

with feedback regarding its services and performance. (Van der Waldt & Du 

Toit, 2009). 

The CJMM relies heavily on efficient revenue management since it manages a variety 

of monies obtained from property rates, levies, service charges and other income-
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generating services offered to the community. Therefore, for municipalities to continue 

with their substantial service delivery duties and infrastructure development, they must 

manage their revenue effectively. In addition, the municipality finances its operations 

and development projects through municipal borrowing, conditional grants designated 

for specific projects or programmes and unconditional grants from the national 

government. Consequence management is essential to reducing financial 

mismanagement across these revenue streams. Funds must be allocated and used 

wisely and in compliance with regulations if the municipality has solid internal controls, 

transparent accounting procedures and stringent oversight systems. 

2.4 Legal, financial framework in South Africa 

According to section 216(1) and (2) of the Constitution, the National Treasury is 

established to prescribe measures to ensure that transparency and expenditure 

control are maintained in all three spheres of government. This includes ensuring that 

proper accounting is practised, the norms and standards of the national treasury are 

met, and uniform expenditure clarifications are ensured (South Africa, 1996). The 

South African Parliament has also established two legal frameworks that are set out 

to measure financial administration and management within the three spheres of 

government, which are the Public Finance Management Act 1 of 1999 and the Local 

Government: Municipal Finance Management Act 56 of 2003 (South Africa, 1996, 

1999, 2003). 

2.4.1 The Public Finance Management Act 1 of 1999 

The Act was established in terms of Chapter 13 of the Constitution and came into 

effect in April 2000, specifically for the national and provincial spheres of government. 

It includes all Constitutional institutions, government departments, the provincial 

legislature, and all public entities listed in Schedules 2 and 3 of the Public Finance 

Management Act 1 of 1999 (South Africa, 1996, 1999). (These entities comprise of, 

for example, the Development Bank of South Africa, Eskom, Transnet Limited, Energy 

and the Water Sector Education and Training Authorities). According to section 2 of 

the Public Finance Management Act 1 of 1999, the objectives of this Act include 

securing transparency, accountability and sound management of the revenue, 

expenditure, assets, and liabilities of the institutions to which this Act applies (South 
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Africa, 1999). To maximise service delivery through the effective and efficient use of 

limited resources, the Act promotes the goal of excellent financial management. 

According to the National Treasury (sab), the objectives of this Act include the 

following: 

“a) Modernise the system of financial management in the public service. 
 b) Enable public sector managers to manage, but at the same time be held more accountable. 
 c) Ensure the timely provision of quality information; and 
 d) Eliminate the waste and corruption in the use of public assets.’’ 

The preamble states that the purpose of this Act is to provide rules for how the national 

government and provincial governments manage their finances, to make sure that all 

their income, expenses, assets, and liabilities are handled effectively, to define the 

duties of individuals entrusted with managing their finances and to cover any related 

issues. According to the National Treasury (sab), the Act adopts a financial 

management strategy focusing on outputs and responsibilities instead of the rule-

driven approach of the previous Exchequer Acts. The Act is a component of a larger 

plan to enhance financial management in the public sector. The Act’s key objective is 

establishing a practical financial accountability framework for public entities.  

Before examining the Municipal Finance Management Act 56 of 2003, any study of 

financial mismanagement in local government must address the significance of the 

Public Finance Management Act 1 of 1999 for local government, despite its emphasis 

on the national and provincial levels. It emphasised the values of responsibility, 

openness, and prudent fiscal management applicable at all governmental levels. 

2.4.2 Local Government: Municipal Finance Management Act 56 of 2003 

Local government is often considered close to the people. Therefore, it develops 

integrated developmental plans with community members to enhance governance and 

service delivery. As Kalonda and Govender (2021:8-10) posit that public participation 

in planning can improve service delivery, leadership, and financial management.  

Like the Public Finance Management Act 1 of 1999, the Municipal Finance 

Management Act 56 of 2003 was promulgated in line with Chapter 13 of the 

Constitution (South Africa, 1999, 2996, 2003). The National Treasury, in observance 

of section 216 of the Constitution, is expected to promote the objectives of these Acts 
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and improve municipal service delivery. The Preamble of the Municipal Finance 

Management Act 56 of 2003 expresses the need to:  

"Secure sound and sustainable financial affairs of municipalities and other institutions in the local 
sphere of government; to establish treasury and standards for the local sphere of government, and 
to provide for matters connected therewith" (South Africa, 2003).  

According to section 3, this Act not only applies to municipalities but also to municipal 

entities and any other organs of state within the national or provincial government that 

have financial dealings with municipalities. The National Treasury ([Sa]b) indicates 

that this Act aims to modernise financial management, budget, and accounting 

practices. It was implemented to provide a sound financial management and 

governance framework by separating the responsibilities of the role players within a 

municipality.  

According to section 2, this Act is supposed to ensure sound and sustainable financial 

management by ensuring that there is transparency and accountability, sustainable 

management of the municipality's revenue, assets, liabilities, and expenditure, 

ensuring proper financial and budgetary planning processes, handling financial 

mismanagement, and ensuring sound supply chain management. The National the 

National Treasury ([Sa]:61) states that the Act is based on five principles: 

“1 Promoting sustainable local governance. 
 2 Modernising financial management. 
 3 Promoting sound financial governance by clarifying the roles and responsibilities of council 

and officials. 
 4 Promoting cooperative and consultative governance; and 
 5 Ensuring a strategic approach to budget." 

According to the National Treasury ([Sa];62), the major financial and fiscal reforms 

brought about by the Act include new budget standards and formats, the creation of 

audit committees and internal controls, enhancements to supply chain management 

and procurement, process performance measurement and reporting, mechanisms to 

address financial issues and processes to identify and manage misconduct. To 

improve and support the Act, the National Treasury ([Sa]:62-63) suggests the 

following: 

“1 Financial management grants. 
 2 Programme for the employment and development of finance interns. 
 3 Issuance of Municipal Finance Management Act 56 of 2003 circuits and guidelines. 
 4 Provisions of a helpline for questions about Municipal Finance Management Act 56 of 2003 
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    and implementation issues, as well as a summary of frequently asked questions and  
     responses. 
 5 Publication of Municipal Finance Management Act 56 of 2003 pocket guides and guides for 
    councillors. 
 6 Posting of supporting material on the National Treasury website. 
 7 Provision of technical assistance in the form of international experts to support implementation. 
    in selected municipalities; and 
 8 Additional supports through provincial treasuries.” 

Researchers and policymakers can gain insights into the procedures and methods 

available for ensuring accountability and addressing cases of financial wrongdoing 

within municipalities by analysing the Act in the context of consequence management. 

The Act includes several steps, including internal control systems, audit procedures 

and consequence management processes intended to stop, identify, and deal with 

financial mismanagement. These steps are essential to a robust governance structure 

that ensures municipal funds are used responsibly and legally. By comprehending the 

Act’s regulations concerning consequence management, stakeholders could pinpoint 

opportunities for enhancing financial governance processes and devise tactics to 

fortify accountability mechanisms (South Africa, 2003). 

2.5 Municipal services 

Schedules 4 and 5 of the Constitution outline each branch of government's duties. The 

services that local governments are required to supply are outlined in Part B of these 

schedules, which necessitates collaboration across the many branches of government 

to fulfil them. The following are the services provided by municipalities as per their 

Constitutional mandate (South Africa, 1996): 

• "Air pollution" 
• "Building regulations" 
• "Childcare facilities" 
• "Electricity and gas reticulation" 
• "Firefighting services" 
• "Local tourism" 
• "Municipal airports" 
• "Municipal planning" 
• "Municipal health services" 
• "Municipal public transport" 
• "Municipal public works (limited to the needs of municipalities in administering functions 
specifically assigned to them under the Constitution or any other law)" 
• "Pontoons, ferries, jetties, piers, and harbours (excluding regulation of international and national 
shipping and related matters)" 
• "Stormwater management systems in built-up areas" 
• "Trading regulations" 
• "Water and sanitation services (limited to potable water supply systems and domestic 
wastewater and sewage disposal systems)" 
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• "Beaches and amusement facilities" 
• "Billboards and the display of advertisements in public places" 
• "Cemeteries, funeral parlours, and crematoria" 
• "Cleansing" 
• "Control of public nuisances" 
• "Control of undertakings that sell liquor to the public" 
• "Facilities for the accommodation, care, and burial of animals" 
• "Fencing and fences" 
• "Licensing and control of undertakings that sell food to the public" 

Local government administration levels must stabilise the local government’s 

economy while ensuring the above services are reasonably provided across all South 

African municipalities. When the National Treasury allocates budgets for all spheres 

of government, such services are considered, and municipalities get allocated funds 

depending on the territory and population of their municipalities. Public officials within 

these specific municipalities are expected to guard these municipal assets in a manner 

acceptable in public administration and governance (South Africa, 1996).  

This expectation promotes the famous quote by John Wycliffe (1384), “Government of 

the people, by the people, for the people.” Therefore, protecting the assets of 

municipalities guarantees not only municipal stability but also promotes the democratic 

values of the state.  

2.6 Applicable theories 

Van der Waldt (2017:185) and Littlejohn and Foss (2005:18) believe that theory often 

consists of philosophical presuppositions, which can be categorised according to the 

following categories: axiology, ontology, and epistemology (problems of knowledge, 

existence, truth, and questions of values). Van der Waldt (2017:187-188) adds that 

developing theoretical, conceptual, and analytical frameworks for studying 

phenomena depends on applying the most pertinent theory.  

The many units of analysis, such as groups, behaviour, and institutions, are best suited 

to various theories. The problem, the purpose of the research, and the units of analysis 

should all be identified before choosing an appropriate theory. Therefore, the agency 

and stewardship theories, which are accountability theories, will be explored in this 

section to find the best one for municipal financial management. 

Stewardship theory, agency theory, and governance theory offer a thorough 

framework for comprehending and resolving financial mismanagement in the context 
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of consequence management within CJMM. To promote ethical behaviour and prudent 

financial management, stewardship theory suggests that managers are driven to 

behave in their principals' best interests by coordinating their objectives with the 

municipality. On the other hand, agency theory emphasises the possible conflicts of 

interest between agents (municipal officials) and principals (people and government 

agencies), which calls for strong oversight procedures to reduce the possibility of 

mismanagement. Both viewpoints are included in governance theory, which 

emphasises the necessity of strong governance frameworks, accountability, and 

transparency to improve financial integrity. The research attempts to create a 

comprehensive approach to consequence management by incorporating these 

theories, encouraging improved financial practices, and lowering mismanagement 

inside the CJMM. 

2.6.1 Stewardship theory 

Researchers like Donaldson and Davis (1991) are responsible for developing the 

stewardship theory, which criticises the self-serving actions of elected officials and 

other public servants. It was established to focus on situations where managers in 

public sector institutions are self-centred and consider their objectives over those of 

the institutions they serve. According to Davis, Schoorman and Donaldson (1997: 21), 

this theory was developed to understand the behaviour of managers.  

Davis et al. (1997:24) also indicate that the stewardship theory borrows from 

psychology, politics, sociology, social science, economics, organisational theory, and 

public administration to explain how managers and other personnel in an institution 

can act in the best interest of an institution. Davis et al. (1997:24) maintain that 

employees should be guided by principles that an institution sets out, their 

performance should surpass expectations, and financial motives should not drive 

them. According to Torfin and Bentzen (2020:2), studies have shown that altruistic 

motives for service delivery can drive public servants. Such motives include the 

following: 

• "Extrinsic motives: personnel perform their duties with a self-interest motive to avoid 
punishment or to be rewarded." 

• "Intrinsic motives: personnel perform their duties based on the knowledge and skills 
they have acquired." 
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• "Public service motive: personnel perform their duties, based on the desire to contribute 
toward a community’s goal." 

Stewardship theory is more applicable in governance accountability to ensure that the 

failures of public servants in performing their duties are based on the personnel line of 

work for the people rather than on self-interest. According to Bovens (2005:184), 

public accountability originates in both the private and public sectors as a hallmark of 

good governance. Bovens (2005:186-192) adds that there are at least five distinct 

types of forums that contemporary public managers may have to deal with daily when 

operating in a democratic system, which includes the following: 

“Organisational accountability: Public officials are accountable for the duties that they perform 
within an institution. They are responsible for ensuring that there is sustainable growth and 
development. This type of accountability expects stakeholders to act as stewards to ensure that 
the institution’s performance surpasses expectations. If the institution fails to do so, individuals 
can be held accountable; for example, financial misconduct done by a senior manager within a 
municipality will affect the performance of the municipality; therefore, this individual will be held 
accountable for a lack of prioritising the municipality’s objectives.”  
“Political accountability: Since public officials are appointed in terms of proportional 
representation (PR) amongst the spheres of government, political accountability allows various 
stakeholders to be held accountable based on their performance. For example, a political party 
can be held accountable by residents within a municipality for lack of service provision. A political 
party can also hold its members accountable for not prioritising the objectives of the political 
party.” 
“Legal accountability: This form of accountability allows the country’s courts that are listed in 
terms of section 166 of the Constitution to hold citizens, public officials, government entities, 
departments and institutions accountable.”  
“Administrative accountability: Various accountability mechanisms have been established such 
as the AGSA, the Special Investigation Unit, the Hawks, the National Prosecution Authority, 
and other quasi-legal forums established to oversee and govern independent, external 
administrative and financial matters” (Bovens, 2005:186-192). 

Municipal financial management is expected to act as a steward of their municipalities. 

Their duties, functions and mechanisms are outlined in legislation and other laws, 

providing these role players with mechanisms to perform them.  Stewards are 

expected to put the views of citizens and stakeholders first, considering fairness and 

justice. 

Stewardship theory highlights the fiduciary duty of public officials to manage public 

resources sensibly and serve the public benefit in the field of public administration. 

The theory emphasises the significance of responsibility, transparency and moral 

behaviour among public authorities when reducing financial mismanagement through 

consequence management. It acknowledges that people in positions of power are 

responsible for managing public monies responsibly, allocating and using them for the 
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good of the people. Public managers are inspired to put the long-term interests of their 

citizens ahead of their interests or narrow goals when they adopt stewardship 

principles. 

2.6.2 Agency theory 

Leepsa (2017:76) points out that the agency theory was established as a systematic 

accountability measure to understand the separation of managers and owners and 

control their actions within the institution. This theory ensured that individuals were 

held accountable for their contribution to the institution. On the other hand, Keay 

(2016:457) alludes that stewardship theory was developed as a foundation of internal 

accountability to heighten the manager’s sense of responsibility, the shared value, and 

a set of parties in a contractual relationship. 

The agency and stewardship theories are still being applied in governance today. 

However, today’s public sector requires public officials to perform their duties from a 

steward’s perspective. The stewardship theory fits Boven’s (2005:191-192) definition 

of collective accountability, while agency theory is what Bovens describes as individual 

accountability. Stewards are intrinsically motivated and orientated towards public 

service instead of being driven by extrinsic motivations when providing services.  

2.6.3 Governance theory 

According to the Fund for Women (2005), “governance” describes using political and 

administrative power at all levels to run a country's affairs. Governance denotes a shift 

in the definition of government, referring to a new method of ruling based on a new set 

of rules. The effectiveness of governance is often referred to as "good governance", 

and this concept was introduced by the World Bank in 1992 (Bevir, 2002:3). According 

to Bevir (2002: 4), the concept of governance emerged from the neoliberal view in the 

1980s of the effectiveness of the public sector.  

According to the UNDP (1997:4-5) and Manasan, Gaffud, and Gonzalez (1999:6-11), 

good governance consists of the following characteristics: "participation; the rule of 

law; transparency; responsiveness; equity; effectiveness and efficiency; 

accountability; and strategic vision." Beshi and Kaur (2019:338) posit that the 

periphery of good governance lies in the state, civil society, and the private sector. The 
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development of governance as a theory derives from the field of study that forms the 

study of governance.  

The governance theory is based on public administration studies and political science 

as theoretical lenses for understanding how the public sector functions (Chhotray & 

Stoker, 2009). Chhotray and Stoker (2009:16) assert that as a theory, governance 

emerged in the 1990s as a core developmental area in public administration and 

political science to study policy making. In South Africa, the state's governance in all 

three government spheres, namely, national, provincial, and local governments, are 

established by section 40 of the Constitution (South Africa, 1996).  

Each sphere of government is responsible for using its political and administrative 

power to effectively run the affairs of the state as per prescribed legislation and law. 

For example, Schedules 4 and 5 of the Constitution provide all three spheres of 

government with functional areas of legislative competencies to provide services to its 

residents. Public officials are then liable to follow the rules and regulations of 

governance to ensure that the state’s affairs are running effectively (South Africa, 

1996). In the study, governance theory was essential to understand the operations of 

the local sphere of government.  

Chapter 7 of the Constitution provides information on how local government is 

managed and administered and how to promote good governance within each 

municipality. In that case, municipalities are expected to introduce new modes of 

governance where state and non-state actors can participate in public decision-

making. According to Beshi and Kaur (2019:338), in an environment that is becoming 

more and more complicated, diverse, and dynamic, good governance is inclusive and 

encourages public participation and engagement.  

Stewardship and governance theories are intertwined theories essential in the public 

sector. Public servants must act as stewards when performing their duties to promote 

good governance in the public sector. Good Governance Improvement (2020) cites 

stewardship as a keyword that describes governance duties. Stewardship and 

governance theories ensure public officials act according to what and how a state 

needs to be. They provide driving forces that each public servant needs to carry out 
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as a steward within the public sector. Financial mismanagement should decrease if 

they are effectively evaluated within all government spheres.  

2.7 Financial consequence management 

Financial consequence management involves identifying, addressing, and mitigating 

the repercussions of financial mismanagement. It entails holding people accountable 

for decisions and actions leading to financial loss, ensuring compliance with 

regulations. Financial consequence management may include corrective measures, 

penalties, and systems to prevent future mismanagement (Pixley Ka Seme District 

Municipality, 2023). Becker (2001:13) maintains that consequence management 

encompasses measures to ensure public health and safety, reinstate vital government 

services, and provide emergency assistance to governments, businesses, and 

individuals impacted by the aftermath of terrorism. This concept is now present in 

social science, economics, and health, indicating the need to devise strategies and 

manage the interaction of different interests. According to USLegal (2023), in a 

permissive environment, consequence management refers to procedures for restoring 

vital activities and services. It involves safeguarding public health and safety, restoring 

key government services, and giving emergency aid to people.  

Baila (2009:5) indicates that consequence management must involve the regional 

government (governors and tribal leaders) and local security to enhance good 

governance. In the study, consequence management was perceived as the core of 

public administration in all spheres of government. According to Shyr (2000:1), the 

guiding principles of consequence management have changed since the turn of the 

century to accommodate diverse political, social, and technological circumstances.  

The AGSA (2019:9) views consequence management public policy as one of the most 

proactive measures that must align with strategic focus areas. It is listed in each 

municipality's integrated development plans as a foundation for effective public 

financial management policy implementation. Financial mismanagement is a 

continuous calamity amongst various municipalities in South Africa and, therefore, 

requires the utilisation of consequence management (Lungisa & Nzewi, 2023). The 

AGSA’s consolidated report of 2019/2020 (AGSA, 2020:1) outlined a lack of 
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consequence management within various municipalities due to poor financial 

management and non-adherence to guidelines.  

Fourie and Malan (2020: 11) mention a trend amongst South African municipalities to 

ignore the AGSA’s recommendations to enhance internal controls and manage risks, 

which result in repeated poor performance. Fourie and Malan (2020: 11) assert that 

internal auditors must ensure the implementation of the AGSA’s recommendations 

because if poor performance is not addressed, it will become the norm, encouraging 

misconduct, fraud, and corruption. Fourie and Malan (2020:17) believe this has also 

led to citizens not respecting the law, as law enforcers are not ensuring accountability 

in using municipal revenue.  

2.7.1 Disciplinary procedures 

The CoCTMM (2019: 23) believes that non-compliance necessitating consequence 

management can result from, for example, a lack of knowledge and training, oversight 

gaps, an incorrect and inadequate interpretation of and application of policies and, in 

rare cases, culpable misbehaviour. As a result, a disciplinary board needs to be 

established within every municipality to effectively facilitate consequence 

management and investigate problems, including incidents, warning signs, and 

financial mismanagement risks. 

Chapter 15 of the Municipal Finance Management Act 56 of 2003 provides procedures 

for ensuring financial misconduct is dealt with. In sections 171 and 172 of the Act, any 

financial misconduct or negligence that occurs within a municipality or a municipal 

entity by an accounting officer, a chief financial officer, a political office bearer, a senior 

manager or an official within a municipality must be investigated. If the findings warrant 

it, disciplinary action must follow the procedures in section 67 and Schedule 3 of the 

Municipal Systems Act 32 of 2000 (South Africa, 200, 2003). 

According to section 175 of the Municipal Finance Management Act 56 of 2003, the 

minister who is responsible for local government is liable to report any financial 

misconduct within a municipality to the National Treasury, the AGSA and the member 

of the executive council for local government within the province where the 

municipality is located. These disciplinary actions include, for example, identifying, 

naming, shaming, and eliminating transgressions. However, if a municipality cannot 
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fulfil its executive duties as required by section 139 of the Constitution, the provincial 

government must maintain standards (South Africa, 19967, 2003).  

2.7.2 Accountability 

Constitutional democracy in South Africa prioritises accountability, which 

consequence management can ensure. Accountability means that individuals 

managing public funds can be trusted to fulfil their mandate to serve the public by, for 

example, delivering cost-effective goods and services. Public financial management 

entails financial control, prioritisation, and efficiency in the administration of public 

funds and the provision of services (Fourie, 2015).  

AGSA reports often refer to a lack of accountability and consequence management in 

municipal financial management role players continue to perform poorly. According to 

SALGA (2019:2), internationally, there is a growing emphasis on accountability in 

response to corruption in government sectors. Local governments are accountable for 

service delivery and good governance. 

According to Penxa (2018:6), all state or public resources must be used and managed 

with accountability. Public employees who provide social services must answer to the 

public, civil society, and oversight authorities by offering explanations, justifications 

and corrective action as needed. According to SALGA (2019), key players in ensuring 

a sound and sustainable consequence management system should include municipal 

councils, council sub-committees, audit committees, portfolio committees, internal 

audit functionaries, accounting officers, and senior management.  

These role-players must follow SALGA’s Consequence and Accountability 

Framework), the Municipal Finance Management Act 56 of 2003 (including the 

Financial Misconduct Regulations and the Minimum Competency Regulations), the 

Municipal Systems Act 32 of 2000, and AGSA’s reports (SALGA, 2019, South Africa, 

2000, 2003, AGSA, 2019-2022). 

2.7.3 Consequence management 

The Constitution of South Africa does not explicitly mention the term "consequence 

management". However, it establishes principles of accountability, the rule of law, 

oversight, and monitoring indirectly linked to the concept. These principles underpin a 
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system where public officials face the consequences of their actions and decisions, 

ensuring transparency, honesty, and fairness in governance (South Africa, 1996). 

According to Hofmeyr (2023), to improve public trust and operational efficiency within 

governmental institutions, it is important to hold public officials accountable for their 

actions and decisions. 

Smith (2022:45) defines consequence management as the methodical process of 

addressing the aftermath of unfavourable situations or events to lessen their impacts 

and avert recurrence. It includes plans, guidelines, and practices created to handle the 

fallout from events so that organisations or organisations can recover efficiently and 

continue to function as intended. According to Johnson and Lee (2021:78) efficient 

consequence management also entails assessing the results of actions taken to boost 

resilience and future readiness. Institutions can improve their capacity to react to and 

recover from unforeseen occurrences, protecting the public interest and preserving 

stability, by including consequence management into their strategic planning. 

Local government must develop an effective schedule to execute consequence 

management process in all municipalities. Chapter 3 of the Constitution hints at the 

obligations of the three spheres of government concerning consequence 

management. The Constitution gives local government equal standing with the 

national and provincial governments, described as “distinct, interdependent and 

interrelated” (South Africa, 1996). Given this interconnectedness, a strong framework 

for consequence management is required to guarantee that financial mismanagement 

is dealt with quickly and effectively, improving governance and service delivery 

(AGSA, 2023). 

Municipalities must place a high priority on creating and upholding an accountable 

culture to effectively combat financial malfeasance. This entails frequent audits, open 

reporting, and prompt disciplinary measures against those found to have engaged in 

financial malfeasance (SAICA, 2023). Upholding the Constitution's stated ideals of 

good government depends on making sure these provisions are implemented and 

operating as intended. 
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2.8 Chapter summary 

In this chapter, municipal finance management and the legal framework which governs 

South African municipalities was discussed. In addition, the chapter explained the 

roles of key players in managing municipal finances and explored theories supporting 

effective financial management and consequences for mismanagement. 

The chapter highlighted the importance of financial management in South Africa's 

public sector, focusing on municipal governance. It examined the effectiveness of 

consequence management in addressing financial mismanagement at the local 

government level. 

Beginning with an overview of legal structures governing public finance management, 

the chapter then explored municipal administration and management, clarifying their 

roles and obligations. It also examined municipal revenue and its relationship with 

service delivery. 

The next chapter focuses on municipal finance management, as determined by South 

African legislation.  
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CHAPTER 3 

MUNICIPAL FINANCE MANAGEMENT 

3.1 Introduction 

To gain insight into the CJMM’s financial management described in the following 

chapter, this chapter scrutinises how a municipality should manage its finances. The 

background of public sector financial management as determined by South African 

legislation is discussed, followed by Fayol’s 14 principles of municipal finance 

management. In addition, the chapter explains the principles of a municipal 

organisational structure like that of the CJJM, which this municipality should follow. 

The chapter also explores the principles of departmentalisation and performance 

management. Finally, whenever the AGSA’s function in municipal financial 

management is discussed, it always refers to the applicable statutory framework.  

3.2 Background 

Pandey (2015: 2) defines financial management as the area of management that deals 

with planning and controlling an institution's financial resources and locating different 

sources of funding for an institution. However, Thornhill (2018:21) posits that political 

and administrative reform is needed to improve public finance management in South 

Africa. The Constitution changed the country’s political structure, but its administrative 

structure has yet to develop in line with the legislation to which the Act was a gateway 

for ensuring public financial management (South Africa, 1996; Fourie, 2018:63-66; 

Motsitsi & Hendriks, 2023: 110).  

Ajam and Fourie (2016:3-4) and Motsitsi and Hendriks (2023:108) point out that 

despite the legislation, South African municipalities are not examples of good 

governance and service delivery. Furthermore, competent municipal finance 

management is needed in the CJMM, as evidenced by Stats SA's (2022) disclosure 

of a 33.7% unemployment rate during the third quarter of 2022. This high 

unemployment rate suggests that, due to poor financial management, the CJMM is 

not ensuring local economic development, job creation, and the provision of essential 
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services. Inefficient governance exacerbates economic challenges, hinders job 

growth, and impedes efforts to address unemployment.  

For public financial management to be effective and ensure that municipal revenue is 

utilised legislated, the Constitution has instructed municipalities to protect and promote 

good governance. This governance must adhere to the Batho Pele Principles of 

service standards, consultation, redress, access, courtesy, information, openness, 

transparency, and value for money (South Africa, 1996). However, in Johannesburg, 

one of the most populated cities in South Africa with a population of 6,198,000 in a 

country of 60.6 million people, many live in poverty, with, for example, limited access 

to piped water (Galal, 2022; Stats SA (2022:1). These statistics suggest poor financial 

management. 

3.3 Henry Fayol’s financial management principles 

The CJMM’s financial management needs to be understood considering Henry Fayol's 

14 successful management principles (Uzuegbu & Nnadozie, 2015): 

“1 Division of work: Specialisation allows for the most efficient use of skills and expertise. 
 2 Authority and responsibility: Authority refers to the right to give orders, while responsibility 
involves being accountable for the outcomes. 
 3 Discipline: Employees must obey and respect the rules and agreements that govern the 
organization. 
 4 Unity of command: Each employee should receive orders from only one superior to avoid 
confusion and conflict. 
 5 Unity of direction: All activities within an organisation should be directed towards the same 
objectives. 
 6 Subordination of individual interests to the general interest: The interests of the organisation 
should take precedence over individual interests. 
 7 Remuneration: Compensation for work should be fair and equitable for both employees and the 
organisation. 
 8 Centralisation: The degree to which authority is concentrated in the hands of top management. 
 9 Scalar chain (chain of command): A clear line of authority should exist from the highest to the 
lowest ranks in the organisation. 
 10 Order: The arrangement of resources and personnel in the most efficient manner. 
 11 Equity: Fairness and justice should prevail in all dealings with employees. 
 12 Stability of tenure of personnel: Retaining employees for a longer period promotes efficiency 
and morale. 
 13 Initiative: Encouraging employees to take initiative and be creative in their work. 
 14 Esprit de corps: Fostering a sense of unity and teamwork among employees.” 

3.3.1 Division of work 

According to Uzuegbu and Nnadozie (2015:59-60) and Rahman (2012:33), Henry 

Fayol defined this idea as institutions dividing their workforce into different 

departments based on employee specialisations. To accomplish the institution's goals, 
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employees must be fully aware of the type of work they must perform. In the case of 

public servants, the Constitution, and other laws like the Municipal Systems Act 32 of 

2000 and the Municipal Finance Management Act 56 of 2003, outline the roles and 

responsibilities of all public employees who work for municipalities in South Africa to 

guarantee that services are service deliver and good governance. After 25 years of 

democracy, however, impediments like hiring employees without the necessary 

training and expertise prevent the appropriate division of labour and professionalism 

(South Africa, 1996, 2000, 2003).  

3.3.2 Authority/Delegation 

This principle gives managers the authority to command their subordinates to perform 

their tasks and hold them accountable for their actions (Uzuegbu & Nnadozie, 2015: 

60-61). According to Craythorne (1993: 94-100), this principle is also known as 

delegation whereby public managers are responsible for delegating some of the 

executive functions to subordinates. Delegation allows employees a sense of authority 

to make decisions without consulting managers. The Constitution and other legislation 

applicable to local government in South Africa note that role players such as the 

AGSA, mayors, councillors, and other officials must delegate their functions to other 

individuals when they are unable to fulfil their roles ((South Africa, 1996, 2000, 2003).  

In South Africa, the Cabinet approved the Principles of Public Administration and 

Financial Management Delegation in 2013. The government's programme of action 

mandated that the Department of Public Service and Administration and the National 

Treasury review and develop principles of financial and human resources (National 

Treasury, 2013).  

According to Munzhedzi (2020:7), in South Africa, municipalities are required to assign 

responsibilities following the legal framework that supports their activities. The degree 

of delegation, however, differs from municipality to municipality. Most of this is 

dependent on the municipality's leadership. In the process of delegation, Craythorne 

(1993:99) suggests prerequisites that should be applied during this phase, which 

include “(1) describing and analysing the work, (2) giving responsibilities and duties to 

suitable persons, (3) clearly outlining delegation, (4) setting suitable control measures 

to allow delegates to exercise their powers and functions, (5) formulating control 

 
 
 

 

©©  UUnniivveerrssiittyy  ooff  PPrreettoorriiaa  

 



 

37 

 

measures to ensure that goals are achieved; and (6) delegating immediate 

subordinates”.  

Another prerequisite is the link between the job descriptions of officials and political 

bearers and performance agreements in delegation. However, should the key 

stakeholders/personnel fail to perform their duties according to their agreement, a 

municipality must ensure that the right employees are delegated to perform their 

functions.  

Authority delegation complies with the performance criteria required by the 

municipality by connecting job descriptions and performance agreements. 

Considering this, it ensures that municipal employees are given the proper authority 

for the jobs they can and will do. The overall conceptualisation and operational 

efficiency of CJMM are facilitated by this alignment between delegation and 

performance agreements, which also improves accountability and effectiveness within 

the municipal government structure. 

3.3.3 Discipline 

Henry Fayol regards the principle of discipline as an advocate for ensuring that rules 

and regulations inside an institution are well-stated to promote strong employee 

discipline (Uzuegbu & Nnadozie, 2015:61-62). This principle ensures everyone follows 

the rules to accomplish the institution’s objectives. All public authorities are required 

to uphold the Constitution and all other applicable laws in the public sphere. For 

instance, section 195 of the Constitution demands that public servants uphold the 

principles and values that govern public administration when performing their duties 

(South Africa, 1996).  

Public authorities must adhere to the Batho Pele principles to manage the spheres of 

government. A code of conduct and code of ethics are typically created by institutions 

for all employees to abide by. To ensure that any misconduct is addressed, an 

institution must develop procedures for dealing with non-compliance with any of the 

institution's rules and regulations. Municipalities, for instance, also include information 

on how they handle wrongdoing inside the municipality in their annual reports to the 

AGSA (AGSA, 2019-2022). 
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3.3.4 Unity of command 

Only one manager may give commands to each employee. According to Roux, 

Brynard, Botes and Fourie (1997:82-83), this principle can be viewed as the 

cornerstone of the hierarchy of authority and denotes its progression from upper 

management to lower management. The unity of command is still functional, though 

not entirely, because of the adaptability of public institutions and the deployment of 

specific institutional systems. Public institutions are becoming more diversified, so 

employees can effectively report to several managers and follow consistent 

instructions (Roux et al., 1997).  

3.3.5 Unity of direction 

Henry Fayol indicates that an institution must have only one aim, goal, and plan 

(Uzuegbu & Nnadozie, 2015:62-63). This is referred to as unity of direction. This does 

not imply that each department or unit within an institution cannot have its own goals, 

but it does imply that all those goals must be related to the institution's overall goal. 

For instance, since providing basic services to the public is the primary responsibility 

of local government, all departments and units within a municipality must ensure that 

their duties and functions do not affect the supply of such services.  

In some South African municipalities where authority is shared through coalitions 

between various political parties, there is a problem with unity of direction. Instability, 

frequent leadership changes and conflict are hallmarks of coalition government in the 

metro areas, hampered governance, and service delivery (Ndou, 2022). As a result, 

this makes it difficult for municipalities to accomplish their objectives since there are 

divergent political viewpoints, objectives and goals. These factors ultimately have an 

impact on a municipality’s entire performance, particularly its financial management.  

3.3.6 Subordination of individual interests to institutional interests 

Personal interests and professional development are often prioritised, enhancing 

output and decreasing staff turnover. However, employees must sacrifice to achieve 

the institution's goals (Borst, Kruyen & Lako, 2019: 204-206). According to Uzuegbu 

and Nnadozie (2015:63-64), an institution's interests should precede personal ones. 
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This idea relates to stewardship when municipal employees must work for the good of 

the institution. 

3.3.7 Remuneration 

Uzuegbu and Nnadozie (2015 64) maintain that Henry Fayol views compensation as 

a crucial management tool for expanding an institution. In other words, employees 

should be compensated for their services to ensure the institution’s goal is reached. 

Section 219(1)(a) and (b) of the Constitution requires the South African parliament to 

specify the compensation and benefits for employees such as municipal councillors 

(South Africa, 1996). The Independent Commission for the Remuneration of Public 

Office Bearers Act 20 of 1998c) was created as required by subsection 2 of section 

219 of the Constitution to provide recommendations (South Africa, 1998c).  

Although remuneration is set as per the Act, at the local government level, the SALGA 

has established the SALGA Bargaining Agreement in terms of the Labour Relations 

Act (SALGA, 2022). This agreement is between the SALGA as the institutional 

employer and trade unions such as the Independent Municipal and Allied Trade Union 

(IMATU) and the South African Municipal Workers Union (SAMWU). It seeks to 

ensure, amongst other things, that municipal officials and political bearers are 

compensated (SALGA 2022).  

3.3.8 Centralisation and decentralisation 

Henry Fayol's interpretation of the centralisation principle, according to Rahman 

(2012:97), is the "consolidation of management functions." This often means that top-

to-bottom management must make decisions inside an institution. Uzuegbu and 

Nnadozie (2015: 70) contend that to encourage creativity and innovation at all levels 

of management, power and authority within organisations must be decentralised.  

According to section 195(1)(e) of the Constitution, all spheres of government are also 

required to promote public involvement in policymaking. This value and principle 

govern public administration (South Africa, 1996). Municipalities may be aware of the 

services outlined in the Constitution. Still, they must consult with residents to 

understand their needs and involve them in the public decision-making. As a result, 

according to Roux et al. (1997:86-92), efficient communication will play a key role in 
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the municipality's organisation. It may be seen as the factor that knits together the 

various dispersed functions of an executive institution into a meaningful whole. 

3.3.9 Scalar chain 

Uzuegbu and Nnadozie (2015:65-67) explain that Henry Fayol stressed the 

importance of closely adhering to the scalar chain while disseminating information. 

This allows straightforward communication, ensures a clear conduit for information 

delivery, and is an efficient message transmission method. This alludes to a 

continuous chain of command running from top to bottom or bottom to top that 

guarantees efficient information flow inside the organisation. Additionally, Uzuegbu 

and Nnadozie (2015: 65-67) point out that horizontal communication can only be used 

when necessary and that senior management must approve it. For instance, a 

municipal council can select what services to offer its municipal residents depending 

on its budget, and all other officials must implement that public decision.  

3.3.10 Order 

Henry Fayol describes the principle of order as a process where the right employees 

are placed in the right jobs (Uzuegbu & Nnadozie, 2015:67). When it comes to the 

public sector of government, Akuffo and Kivipõld (2019:163-167) point out that 

nepotism, favouritism and cronyism are undesirable social phenomena that are 

brought about by the desire to become wealthy, to rise in the social hierarchy, to hire 

friends and family and to do away with the competency approach when designating 

individuals to positions of leadership in the public sector.  

This approach creates dysfunctional governance, which leads to maladministration. 

Although certain public officials, for example, the members of the municipal council, 

do not need any tertiary qualifications to be part of top management as per section 21 

of the Municipal Systems Act 32 of 2000, there are still certain officials who are not 

qualified for other public posts who are employed in the public sector (South Africa 

2000). Mathonsi, Mlambo, Ndlovu, Thusi, and Mkhize (2023: 336) suggest that Merit-

based hiring policies should replace cadre deployment strategies that penalise 

qualified, experienced, and skilled candidates in favour of politically inexperienced 

cadres. Mathonsi et al. (2022:336) also recommend that public officials who now hold 
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top positions with the state but lack the requisite training, experience and training 

should be capacitated through accredited institutions, such as the National School of 

Government. 

3.3.11 Equity 

Equity, as defined by the Oxford South African Pocket Dictionary (2015), is the quality 

of being impartial and fair. Each institution's employees are entitled to fair treatment 

and have the freedom to form and join any trade unions they see fit as a means of 

self-defence. Acts of Parliament, including the Employment Equity Act of 1998 (Act 55 

of 1998), the Labour Relations Act 66 of 1995 and the Basic Conditions of Employment 

Act 75 of 1997) were established to safeguard all employees (South Africa, 1995, 

1997).  

Henry Fayol defines this principle as ensuring managers treat all employees equitably 

(Uzuegbu & Nnadozie, 2015:67-68). Municipalities must ensure that all their 

representatives are treated equitably because they work toward the municipality's 

primary goal. When employees are not treated fairly and equally, it may lead to a high 

employee turnover, go-slow behaviour, or employees who serve their interests over 

those of the public institution, which may result in poor management, corruption, or 

theft. 

3.3.12 Stability of personnel 

Henry Fayol contends that hiring the appropriate employees and ensuring their 

adequate training will increase their likelihood of retention (Uzuegbu & Nnadozie, 

2015: 8). Regardless of their background or level of expertise, all employees must get 

training. Every employee needs to know how their institution operates to accomplish 

its goal because all organisations have different approaches. When an institution is 

prepared to invest in the well-being and progress of its employees, it might result in 

higher output. Employees always seek out self-fulfilling professions to ensure their 

security. Henry Fayol thought this would happen since it would improve employee 

skills and allow them to apply those skills within the same institution. 
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3.3.13 Initiative 

Henry Fayol’s conception of the principle of initiative was that managers must be the 

ones who apply creativity to implement them (Rahman, 2012: 9). However, Uzuegbu 

and Nnadozie (2015:70) argue that as much as possible, staff should be empowered 

to conceive and implement new ideas for the overall benefit of the institution. This will 

harness the knowledge and skills of those in lower management and can assist the 

institution in retaining more staff. Employees given this initiative often devise 

innovative ways to complete the same task that management never would have 

thought of. When employees are given priorities when establishing institutional plans, 

goals, and rules, they feel valued and obligated to complete the plan as if it were their 

own, putting forth their best efforts. 

3.2.14 Esprit de corps 

The French term “esprit de corps”, according to Merriam's Dictionary [[Sa]:1], refers to 

"the shared spirit existing in the members of a group and inspiring excitement, 

devotion, and strong regard for the honour of the organisation." Henry Fayol, according 

to Tyonote (2022), defines this principle as a technique for managers to foster a sense 

of teamwork in their workforce. The institution should function as a team, with all its 

employees as its members. According to this notion, cooperation and understanding 

among all employees are essential for success.  

Teamwork is also stressed. While there is no hierarchy in government, sections 40 

and 41 of the Constitution require all branches of government in South Africa to work 

together for the good of the populace and its democracy (South Africa, 1996). 

Management must ensure cooperation and that all departments and units support one 

another for any institution to achieve its goals. Moreover, fostering an esprit de corps 

within the context of a municipality can improve employee motivation, morale, and job 

satisfaction.  

Employees are more likely to be involved in their work and dedicated to accomplishing 

a municipality's goals and objectives when they have a sense of camaraderie and 

teamwork. Consequently, there may be an increase in the efficiency and productivity 

of local government procedures. Furthermore, an esprit de corps helps local 

government representatives and the community collaborate and communicate 
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effectively. Employee cohesion makes it easier to interact with the public, respond to 

their issues and include them in local government and service delivery decision-

making processes. Thus, the organisational structure of a public sector institution such 

as a municipality should base on this principle, as suggested below. 

3.4 Organisational structure 

The Oxford South African Pocket Dictionary (2015: 626) defines an organisation as a 

systematic arrangement or strategy. Municipalities are seen from this perspective as 

institutions that follow rules to maintain their functionality and systematic approach to 

guaranteeing the management and delivery of essential services. This suggests that 

groups can be formed to work towards a common objective. To ensure the correct 

operation of governance, service delivery, and other relevant measures are satisfied, 

the Constitution offers guidelines for the structure of government institutions, agencies, 

spheres, entities, and other constituencies. Public sector organisations are 

multifunctional, political, and more vulnerable to internal and external influences, laws, 

and regulations (Christensen, Lægreid & Røvik, 2020:1).  

Municipalities are more complicated and bureaucratic. Because of this, structural 

management is necessary to guarantee the effective and efficient management of 

public resources and their control. As previously mentioned, several factors affect the 

public sector's operations, which calls for an understanding of management functions, 

such as the 14 principles outlined by Henry Fayol to maintain an orderly hierarchy, 

solid and influential relationships between stakeholders and a clear definition of job 

functions for each stakeholder.  

A thorough understanding of public administration underpins the study of a 

municipality's organisational structure and its significance in guaranteeing prudent 

financial management in local government. Public administration has been defined by 

Roux, Brynard, Botes and Fourie (1997:8) and Cloete (2005:8) as a combination of 

functional activities and generic functions that include organising, financing, personnel 

management, decision-making about work methods and control systems. This 

detailed definition highlights the importance of institutions under the study's purview 

and sheds light on how municipalities use these initiatives in day-to-day operations to 

accomplish their goals. 
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Municipalities must possess leadership traits and competencies to traverse the 

specialised functional procedures and the general administrative functions. Public 

organisations usually follow a rigidly formal or mechanical organisational structure 

(Roux et al.,1997:53-63). This idea is further developed by Burns and Stalker (1961), 

who characterise a mechanistic organisation as one created to maximise internal 

efficiency, as seen in Figure 3.1 below. This mechanical structure serves as a 

reminder of how important it is for municipalities to set up solid organisational 

structures to streamline their operations, especially regarding financial management 

and governance. 

 

 

Figure 3.1: Mechanistic organisational structure 

Source: Burns and Stalker (1961) 

The mechanistic type of organisation is one in which duties are precisely defined, and 

a high value is placed on precision, the demarcation of job boundaries and the 

institution's loyalty. For example, within a municipality, a hierarchical command 

structure differentiates specific functional tasks according to the Constitution and other 

legislations.  
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3.5 Local government 

According to the SALGA (2017), in 1990, when the process of democratisation began 

with the unbanning of liberation movements, local governments were the subordinate 

creatures of statutes, comprising a multiplicity of fragmented institutions, racially 

segregated, which, as a result, provided massively unequal services to different 

communities. The transformation of the local government was directed at removing 

the racial basis of government and making it a vehicle for the integration of society 

and the redistribution of municipal services from the well-off to the poor.  

The local government sphere is the key site of delivery and development and is central 

to the entire transformative project of the new South Africa. According to sections 73(1) 

and (2) of the Municipal Structures Act 117 of 1998 (South Africa, 1998), municipalities 

must prioritise the citizens’ basic needs and ensure that all community members have 

access to these basic services. Municipalities have departments and units, which, 

according to section 76 of the Municipal Systems Act 32 of 2000, must provide their 

services to residents through an internal mechanism ensuring effective, efficient, and 

cost-effective service delivery (South Africa, 2000). 

To support the functioning of municipalities, the South African Local Government 

Association (SALGA) was established in terms of section 163(a) of the Constitution as 

a national and provincial organisation determining local government consultation and 

participation regarding national and provincial matters (South Africa Republic, 1996). 

The SALGA comprises nine provincial offices and one national association 

representing all 257 municipalities (SALGA, [Sa]). SALGA is expected to take an 

active part in the intergovernmental relations system, voice the interests of local 

government and provide common policy positions and solutions to local government 

problems (SALGA, [Sa]).  

According to Craythorne (1993: 253), the South African local government level 

comprises a pyramid structure at the management level but a flat structure at the 

departmental level, as illustrated in Figure 3.2 below. 
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Figure 3: The pyramidal organisation 

 

Figure 3.2: Local government-level structure 

Source: Craythorne (1993:252) 

According to Schedule 1(9) of the Municipal Systems Act 32 of 2000, South Africa 

uses a proportional representation (PR) electoral system whereby the number of seats 

held by a specific political party in a legislature is determined directly by the number 

of votes received by a particular political party during elections. Therefore, the 

Municipal Systems Act 32 of 2000 allows municipalities to elect their representatives 

to perform administrative and managerial tasks within the municipality (South Africa 

2000). This structure is shown in Figure 3.3 below.  
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Figure 3.3: CJMM’S organisational structure 

Source : CJMM (2018) 

Figure 3.4 below illustrates the high-level structure of political offices in the CJMM.  

 

Figure 3.4: CJMM’s high-level structure of political offices 

Source: CJMM (2018:3) 
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A clearly outlined organisational structure like the one above will facilitate the 

achievement of a municipality’s objectives as set out in its mission, vision, integrated 

development plan (IDP), service delivery, and budget implementation plan (SDBIP).  

The mission and vision of the CJMM is to 

“contribute to the City's motto of ’Service with Pride’ by being responsive to the needs of the 
community; through regional coordination, integration, monitoring and enforcement of service 
delivery standards at the grass-roots level within communities, thereby ensuring a clean, green, 
healthy, and safe urban environment” (CJMM, 2018). 

According to section 23(1) of the Municipal Systems Act 32 of 2000, municipalities 

must have an Integrated Developmental Plan (IDP) to ensure that the local 

government objectives set out in section 152 of the Constitution are achieved (South 

Africa, 1998; 2000). To give effect to the cooperative government principles stated in 

section 41 of the Constitution, each municipality's IDP is required to be in line with and 

complete the development plans and strategies of other municipalities and other state 

organs as stipulated by the Municipal System Act (Municipal Systems Act 32 of 2000 

section 24(1)) (South Africa, 2000). The IDP of a municipality must reflect the vision 

of the municipal council and the key performance indicators and performance targets 

of the municipality.  

An SDBIP is described in Chapter 1 of the Municipal Finance Management Act 56 of 

2003 as a comprehensive plan that the mayor approves of a municipality under section 

53(1)(c)(iii) for the implementation of the municipality's service delivery and annual 

budget (South Africa, 2003). According to Mazibuko (2013:133-134), mayors, 

councillors, municipal managers, political office bearers, and other municipality 

officials play a role in municipal public finance management. The following section 

explores these role players, including how they are elected to office and their functions 

in public financial management.  

3.5.1 Municipal council  

As section 151(2) of the Constitution indicates, a municipality's executive and 

legislative authority is vested in its municipal council. In terms of section 156(1) of the 

Constitution, a municipality has the right to administer its affairs. The composition and 

election of the municipal council are established under section 157 of the Constitution, 
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and members are elected using a proportional representation system for no more than 

five years. A municipal council must follow specific internal procedures per section 

160(1) of the Constitution (South Africa, 1996).  

These procedures include making decisions regarding municipal powers and 

functions, electing a chairperson, forming committees, and hiring necessary staff. 

Prioritising consequence management techniques depends critically on the council's 

ability to operate effectively following these constitutional requirements. With 

accountability, openness, and effective governance structures maintained, the council 

can concentrate on implementing consequence management plans that will reduce 

financial mismanagement at the local government level (South Africa, 1996). 

3.5.2 Executive committee 

Next in the CJMM’s organisational structure hierarchy are the committees established 

by the municipal council. In section 160(1)(c) of the Constitution, a municipal council 

has the right to establish an executive or any other committee. However, the national 

legislation determines the committee's size in terms of Subsection 5(c) of section 160 

of the Constitution (South Africa, 1996). According to Craythorne (1993:157-168), 

committees are established so municipal ward councillors can perform their functions. 

In other words, councillors need some formal system to be organised to exercise their 

powers and perform their tasks and duties. Craythorne (1993:168) indicates that the 

committee system can be broken down into different departments or units, such as 

finance, health, housing, etc. Craythorne asserts that the advantages of a committee 

system are: 

“1 The avoidance of hasty decisions because the agenda and reports are circulated to members 
before the meeting; 
 2 Councillors are specialised, leading to deeper involvement and commitment; 
 3 The narrower orbit of concentration enforces the councillor’s education in administration and 
 4 in a formal and relaxed atmosphere, officials can contribute to the discussion.”  

The CJMM has established an executive mayoral committee, mayoral committee, 

section 79 committees in terms of the Municipal Systems Act 32 of 2000, and standing 

committees (CJMM, 2018). Table 3.1 below illustrates Craythorne’s (1993:165) 

perspective on the advantages and disadvantages of management committees. 
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Table 3.1: Advantages and disadvantages of management committees 

Advantages Disadvantages 

Decisions are taken speedily. Councillors who are not members of the committee 
lose interest in municipal government and 
administration 

Because they do not have to spend their time 
attending many committee meetings, councillors can 
better carry out their functions as formulators of policy 
and public representatives. 

Members of the management committee become 
dictators.  

With this system, the town clerk (municipal manager) 
functions as chief administrative and executive 
officer, resulting in better coordination and preventing 
overlapping and fragmentation of activities. 

Non-members of the management committee say 
they have no meaningful say in decision-making 
since matters are presented to the council in a final 
form.  

The system allows accountability to be pinned onto 
specific persons because of the small number 
involved.  

Management committees did not successfully 
coordinate the activities of the different departments, 
mainly where the portfolio system was used.  

Because the departmental heads have the town clerk 
(municipal manager) as a leader, there is an esprit de 
corps and a quest to work together to improve the 
municipal administration.  

Council meetings tend to ‘rubber-stamp’ management 
committee recommendations.  

Source: Craythorne (1993:165) 

According to section 44(1) of the Municipal Systems Act 32 of 2000, an executive 

committee refers to a principal committee of the council of a municipality. It 

recommends strategies to the council and evaluates key performance indicators to 

improve the municipality's economy, efficiency, and effectiveness (South Africa, 

2000). In addition, Madumo and Koma (2019:584) indicate that the executive 

committee is responsible for outlining the goals and policies of the municipality, 

monitoring, and assessing the execution of policy plans, researching initiatives for 

providing services and taking responsibility for choices taken by the municipal council.  

According to section 48(1) of the Municipal Systems Act 32 of 2000, the municipal 

council must elect a mayor from its executive committee. The functions and duties of 

the mayor, as indicated in section 49 of the Act, include presiding at the executive 

committee meetings. According to section 55 of the Act, an executive mayor is elected 

by the municipal council to receive reports from committees of the council and forward 

them together with a recommendation to the council (South Africa, 2000). The table 

below illustrates various local government committees and their mandates: 
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Table 3.2: Local government committees 

Committees Mandate 

Executive/management 
committees  

1 Established in terms of section 42 of the Municipal Systems Act 32 of 2000. 
2 It is the principal committee of the council of a municipality of a type that is entitled 
to establish an executive committee and receives reports from the other council 
committees.  
3 These committees must forward these reports and their recommendations to the 
council when they cannot dispose of the matter regarding their delegated powers. 

Ward committees 1 Established in terms of section 72 of the Municipal Systems Act 32 of 2000. 
2 Only metropolitan and local municipalities of the types mentioned in sections 8(c), 
(d), (g) and (h) and 9(b), (d) and (f) of the Municipal Systems Act 32 of 2000 may have 
ward committees. 
3 The committee may recommend any matter affecting its ward and the ward 
councillors. 

Other committees 1 Established in terms of section 79 of the Municipal Systems Act 32 of 2000. 
2 A municipal council can establish one or more committees necessary for the effective 
and efficient performance of any of its functions or the exercise of any of its powers. 
3 According to Craythorne (1993:167), the government can establish committees 
within and outside legislation. For example, a portfolio system that will abolish all or 
most standing committees can be established, and a councillor can be appointed as a 
spokesperson for a particular function that a standing committee formerly handled. 
4 One example of such a committee is the finance committee. 

Source: South Africa (2000) 

One of the most important committees in financial management is the municipal public 

account committee, which is accountable for the responsible use of municipal 

resources and oversight systems in municipalities (CJMM, 2018). In addition, this 

committee is required to respond to enquiries about the general operations of the 

municipality. 

3.5.3 Municipal manager 

A municipal manager is appointed to be the head of administration and the 

municipality's accounting officer in section 82(a) of the Municipal Systems Act 32 of 

2000 (South Africa, 2000). Before 1994, municipalities had a town clerk who served 

as the municipal council's chief executive and administrative officer (Olver 2021:297). 

The concept of a town clerk was first introduced into the colony of Natal in the 

Ordinance 1 of 1854 (Craythorne 1993:307). The functions and duties of a town clerk 

differed based on the following legislation (Craythorne, 1993:308-310): 

• Transvaal (Ordinance 40 of 1960) 

• Orange Free State (Ordinance 8 of 1962) 

• Cape (Ordinance 24 of 1965) 

• Natal (Ordinance 25 of 1974) 

• Cape (Ordinance 20 of 1974) 
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• The black local authorities Act 102 of 1982 

• The Regional Services Council Act 109 of 1985 

• The Profession of Town Clerks Act 75 of 1998 (section 28) 

Figure 3.5 below illustrates how various levels of staff report to the municipal manager 

in the CJMM. Clear lines of reporting and roles make management more efficient. For 

example, if there are financial problems, the manager can deal with them quickly using 

set procedures.  

.
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Figure 3.5 CJMM line function structure 

Source: CJMM (2018:1)
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According to section 82(a) of the Municipal Systems Act 32 of 2000, the municipal 

council must appoint a municipal manager who will be the municipality's head of 

administration and accounting officer (South Africa, 2000). Under section 55(a) of the 

Act, a municipal manager is responsible for forming and developing an economical, 

effective, efficient, and accountable administration (South Africa, 2000). Section 55(2) 

of the Act states that the municipal manager is responsible and accountable for the 

following: 

“a) all income and expenditure of the municipality; 
  b) all assets and the discharge of all liabilities of the municipality; and 
  c) proper and diligent compliance with applicable municipal finance management legislation” 
(South Africa, 2000). 

According to section 16 of the Municipal Regulations on Minimum Competency Levels, 

senior managers must be competent in financial and supply management and 

managerial and occupational competencies (South Africa, 2007). Therefore, a 

municipal manager must have a high level of competency to manage a municipality, 

or it will lead to poor performance by a municipality. According to section 62 of the 

Municipal Finance Management Act 56 of 2003, the accounting officer, in terms of 

financial management, is also responsible for ensuring that municipal financial records 

meet the norms and standards of the prescribed legislation (South Africa, 2003).  

The municipal manager must prevent irregular, unauthorised, fruitless, and wasteful 

expenditures. In doing so, the municipal manager must ensure that if any financial 

mismanagement occurs, s/he takes appropriate action on the criminal proceedings 

stipulated in Chapter 15 of the Municipal Finance Management Act 56 of 2003 to 

ensure sound municipal financial management (South Africa, 2003). 

Figure 3.6 below illustrates various groups and portfolios within the municipal 

manager's office to ensure the city achieves its objectives. This structure allows the 

manager to match departmental actions with strategic aims.
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Figure 3.6: City manager's office and political portfolios 

Source: CJMM (2018 2)
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3.6 Departmentalisation 

Municipal residents have a variety of needs that municipalities need to deliver on. 

However, the right personnel must be placed in the right jobs to deliver these services 

effectively. Since there is a high demand for different services, a public institution must 

be divided into departments and units to ensure that all services are provided and that 

there is a clear direction regarding where and how these services will be delivered. 

However, to understand the concept of departmentalisation in the public sector, the 

study observed how scholars such as Luther Gulick (1937) defined it and how we can 

conceptualise it from an institution’s perspective to a governance perspective 

(Hammond, 1990).  

According to Hammond (1990:149), Gulick’s theory of departmentalisation addresses 

the problem of work assignment, which may be solved through Gulick’s 4Ps (purpose, 

process, persons, and place). In other words, officials must have a specific position 

characterised by their purpose, process, persons dealt with or served, and the place 

of service delivery (Hammond, 1990:149). Thus, departmentalisation ensures 

accountability, transparency, and efficiency in municipal operations, which makes it 

easier to execute consequence management strategies targeted at reducing financial 

misconduct.  

3.7 Performance management 

In sections 38 and 40 of the Municipal Systems Act 32 of 2000, a municipality must 

establish a performance management system for promoting, monitoring, and 

reviewing the performance of political office-bearers and the public (South Africa, 

2000). Section 41 of the Act states the core components of a performance 

management system: setting key performance indicators, measuring performance 

targets, taking steps to improve performance, and reporting to the municipal council 

(South Africa, 2000).  

According to Mishi, Mbaleki and Mushonga (2022:3), municipal performance is 

accessed through five key performance areas (KPAs): municipal transformation, 

institutional transformation, local economic development, basic service delivery and 

good governance, and public participation. These KPAs assist a municipality in 
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achieving its mandate and, in the process, ensure that proper measures are put in 

place to ensure that a municipality performs well in its audit outcomes.  

According to Cloete (2005:5), all public institutions within all spheres of government 

are expected to develop systematic indicators to measure basic public service 

delivery. This is developed by various institutions in the public sector to create a 

standard and norms to ensure that service delivery is effective, and there are several 

role players such as the SALGA, the National Treasury, and the Department of 

Cooperative Governance and Traditional Affairs (COGTA) enforcing adherence to the 

performance management system.  

3.8 Role of the AGSA in municipal financial management 

Under Chapter 9 of the Constitution, state institutions were developed to strengthen 

the democracy of South Africa. These institutions include the Public Protector, the 

South African Human Rights Commission, the Commission for the Promotion and 

Protection of the Rights of Cultural, Religious and Linguistic Communities, the 

Commission for Gender Equality, the Auditor-General, and the Electoral Commission 

(South Africa, 1996). These institutions are established in section 181 of the 

Constitution and are expected to be impartial, exercising their powers without fear, 

prejudice, and favour. They are only subjected to the Constitution and law.  

The Constitution has also emphasised that no organ of state or person should interfere 

with the functions of these institutions and that they must protect them to ensure their 

independence, impartiality, dignity, and effectiveness (South Africa Republic, 1996: 

section 183). For the study, the Auditor-General assumes a critical responsibility to 

ensure that consequence management is effectively evaluated and prioritised to 

minimise financial mismanagement in and by municipalities.  

The AGSA has been established in accordance with section 188 of the Constitution 

as the only institution in South Africa that audits financial reports of all spheres of 

government. Under section 188(1) of the Constitution, the AGSA must audit and report 

on the accounts, financial statements, and financial management of all spheres of 

government departments and administrations and any other institutions or entity that 

is required by the national and provincial legislation to be audited. According to 

Subsections 2(a) and (b) of section 188 of the Constitution, the AGSA also has the 
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responsibility to audit and report on the accounts, financial statements, and financial 

management of any institution that is funded by the National, Provincial, or Municipal 

Fund, or any institution that is authorised in terms of any law to receive money for 

public purpose (South Africa, 1996).  

According to Nzwei and Musokeru (2014:38), the office of the AGSA was established 

in 1910 because of the South Africa Act of 1909. Figure 3.7 below provides the flow 

of legislation influencing the AGSA's evolution. According to the AGSA (2019), in 1911, 

the Exchequer and Audit Act was developed to establish the regulations and 

processes guiding auditors. In 1916, this Act was amended, and again, in 1956, it was 

amended to confirm that the AGSA must review, scrutinise, and audit accounts of all 

those to whom the receipt, safekeeping, payment, or distribution of state funds were 

entrusted (AGSA, 2019).  

In 1975, the Exchequer Act 66 of 1975 replaced previous Acts, consolidating, and 

modernising all regulations, including provisions to conduct performance audits (South 

Africa. The Auditor-General Act 52 of 1989 made provision for the AGSA to operate 

under a separate act, while the executive still retained the final say on crucial 

administrative issues such as the procurement of resources (South Africa 1989) the 

Auditor-General Amendment Act 123 of 1992 increased the AGSA’s level of authority 

and independence (South Africa, 1992a). The Audit Arrangements Act 122 of 1992 

transferred overall AGSA office supervision and related matters to a newly created 

board called the Audit Commission and Staff Management Board (AGSA, 2019, South 

Africa, 1992b).  

The Auditor-General Act 12 of 1995 rationalised the AGSA’s office and abolished the 

audit office of the former Republics of Venda, Transkei, Ciskei, and Bophuthatswana 

(South Africa, 1995). In 1996, as mentioned before, the AGSA office was established, 

and it gained independence through the Constitution (South Africa, 1996). The Public 

Audit Act 25 of 2004 confirmed the independence of the office of the AGSA, which 

strengthened and grew its mandate while also promoting the transparency and 

accountability of its operations (South Africa, 2004). The Public Audit Amendment Act 

5 of 2018 provided the AGSA with the duty of taking remedial actions to ensure that 

public financial mismanagement within the state is recovered. The AGSA is required 
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by this Act to not only detect financial irregularities but also to implement remedial 

actions and hold negligent parties accountable. With the authority granted by the Act, 

the AGSA can now issue legally obligatory recommendations and directives, ensuring 

that financial irregularities are properly addressed by municipalities and other public 

institutions. Although this Act has been amended to suit these new powers for the 

office of the AGSA, a lot has to be done to still ensure that financial management is 

maintained within South African municipalities. 

Figure 3.7 below depicts the developments discussed above. 

 

Figure 3.7: Establishment of the Office of the Auditor-General 

Source: AGSA (2019:1) 

3.9 Chapter summary 

This chapter examined sound municipal finance management principles to gain 

insights into CJMM's inadequate financial management. It explored Fayol's 14 

principles and how a municipality should be structured. The chapter also examined 

key concepts like departmentalisation and performance management. Throughout, 
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the chapter linked explanations with the legislative framework concerning municipal 

mandates. 

The data presented in this chapter were gathered to understand how the CJMM 

improved its adherence to the relevant principals and legislation, thereby managing 

the consequences of its financial mismanagement. However, the next chapter will 

focus on the CJMM’s current financial management.   
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CHAPTER 4 

FINANCIAL MANAGEMENT IN THE CJMM 

4.1 Introduction 

This chapter outlines how the CJMM utilises its finances, per the AGSA reports. 

Presenting the CJMM’s financial management data, the chapter provides insights into 

what the municipality should do to manage its actions' consequences. The background 

section of this chapter elucidates the internal and external auditing of municipal 

financial management in South Africa, shedding light on the systems, processes, and 

regulatory frameworks that govern the oversight and assessment of financial activities 

within municipalities. After that, the chapter focuses on financial management in the 

CJMM as perceived by the AGSA audits. 

The chapter presents and explains the outcomes of the AGSA’s audit of the CJMM’s 

financial statements from 2018 to 2022. In particular, the chapter explains the CJMM’s 

IUFW expenditure. Finally, the chapter presents the findings of the researcher’s 

analysis of the data in the annexures to AGSA’s reports for the financial years under 

study (AGSA, 2019-2022).  

4.2 Background 

The AGSA audits municipal financial statements annually as determined by the Public 

Audit Act 25 of 2004 (South Africa, 2004). As section 188(3) of the Constitution 

indicates, the AGSA is expected to report all its findings to the public the municipalities 

serve (South Africa, 1996). If the AGSA identifies IUFW expenditure, it provides 

recommendations for improvement (South Africa, 2004) in its internal financial control 

(Corporate Finance Institute, 2023), 

According to Mazibuko (2013:138), Ngcobo and Malefane (2017:76-79), Aadnesgaard 

and Willows (2016: 547), Herath and Albarqi (2017:1), the Institute of Internal Auditors 

(2022), Peterson (2014:9-10), and the Municipal Finance Management Act 56 of 2003 

(South Africa, 2003), internal auditing is conducted before the AGSA’s external 

auditing. Section 62(1)(c)(ii) of the Municipal Finance Management Act 56 of 2003 
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obliges the accounting officer of a municipality to manage financial administration 

within the municipality and follow accounting norms (South Africa, 2003).  

These norms direct a municipality's appropriate processing of transactions, 

documenting financial activities, allocating revenue, and creating financial statements. 

According to section 165(1) of the Municipal Finance Management Act 56 of 2003, 

each municipality and the municipal entity must have an internal audit unit, of which 

the unit must:  

“Prepare a risk-based audit plan and an internal audit programme for each financial year; and 
advise the accounting officer and report to the audit committee on the implementation of the 
internal audit plan and matters relating to internal audit; internal controls; accounting procedures 
and practices; risk and risk management; performance management; loss control; and compliance 

with this Act, the annual Division of Revenue Act, and any other applicable legislation” (South 
Africa., 2003). 

According to section 166 of the Municipal Finance Management Act 56 of 2003, 

municipalities must have an audit committee. This committee provides financial advice 

to the municipal council, the accounting officer and other financial management 

personnel. The committee also reviews the municipal financial statements to check for 

compliance with the relevant legislation (South Africa, 2003).  

Table 4.1 below indicates the differences between internal and external auditing. 

Table 4.1: Internal and external auditing 

Internal auditing External auditing 

Auditors work within the institution and are 
responsible to management. 

Auditors work for an outside auditing firm and are 
responsible to stakeholders. 

Internal auditors can issue their findings in any 
report format. 

External auditors must use specific formats for 
their auditor opinions and management letters. 

Internal auditors can be used to provide advice 
and other consulting assistance to employees. 

External auditors are constrained from 
supporting an audit client too closely. 

Internal auditors will examine issues related to 
company business practices and risks. 

External auditors examine the financial records 
and issue opinions regarding the company's 
financial statements. 

Internal audits are conducted throughout the 
year. 

External auditors conduct a single annual audit. 
If a client is publicly held, external auditors will 
also provide review services thrice yearly. 

Source: Accounting Tools (2023) 

Each year, the AGSA uses the following categories to classify each municipality’s 

financial performance while outlining financial audits of the municipalities (AGSA, 

2019-2022): 
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i. Unqualified report with no findings (clean audits): Municipalities under this 

category have clear audit outcomes with no errors, indicating accurate and reliable 

financial information. 

ii. Unqualified report with findings: Municipalities under this category have clean 

audits but with financial errors found, suggesting challenges in producing high-quality 

performance reports and compliance with relevant legislation. 

iii. Qualified reports: Municipalities under this category have not managed their 

financial records properly, leading to errors and issues with performance reports and 

compliance with laws. 

iv. Adverse reports: Municipalities under this category have significant financial 

problems, indicating non-compliance with finance management rules and regulations. 

v. Disclaimer of opinion: Municipalities under this category produce unreliable audits 

without records or evidence of financial usage. AGSA cannot draw conclusions or offer 

judgments regarding the accuracy of the financial statements. 

These classifications help stakeholders understand the quality and reliability of 

financial information provided by municipalities. 

4.3 External auditing of the CJMM  

Table 4.2 below illustrates the audit outcomes of CJMM for the 2018/2019, 2019/2020, 

2020/2021, and 2021/2022 financial years.  

Table 4.2: CJMM audit outcomes (2018-2022) 

Financial year Audit outcome 

2021 - 2022 Unqualified report with findings 

2020 - 2021 Unqualified report with findings 

2019 - 2020 Unqualified report with findings 

2018 - 2019 Unqualified report with findings 

Source: AGSA (2019-2023a) 

When an audit report is labelled as "unqualified," the AGSA believes the financial 

statements are accurate and fairly represent the financial position and performance of 
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the entity. This is generally considered a positive outcome, indicating no significant 

inaccuracies or misstatements in the financial statements. 

The addition of "with findings" suggests that although the financial statements are fairly 

presented overall, the auditor has identified specific issues during the audit process. 

These findings could include discrepancies in accounting practices, errors in financial 

reporting, weaknesses in internal controls, or non-compliance with relevant 

regulations or laws.  

While the findings do not invalidate the financial statements' overall fairness, it does 

signal areas where improvement or corrective action may be needed. Therefore, 

although the CJMM’s financial statements are unqualified, the findings serve as 

indicators for the entity to address potential weaknesses or deficiencies in its financial 

reporting and management practices. In other words, consequence management is 

needed to hold the CJMM accountable for its financial management, primarily since 

this has led to negative audit findings. Action is needed to address the issues identified 

by the auditor and implement measures to prevent similar issues from occurring. 

4.4 Data on CJMM’s financial management 

This chapter presents the CJMM’s finance data from 2018 to 2022 based on the 

internally audited financial statements given to the AGSA by the CJMM. This 

information reveals what the AGSA was talking about when it said there were findings 

in the CJMM’s audit outcomes. The data highlight IUFW expenditure, which is 

illustrated in the figures below and discussed after that. 

Figure 4.1 below illustrates the CJMM’s municipal finance data from 2018 to 2022 

focusing on IUFW expenditure. The data is based on the CJMM’s consolidated 

balance sheet and various financial statements.  
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Figure 4.1: CJMM’s financial statements 

Source: CJMM (2022b)  

Figure 4.2 below presents similar data but from a national-level perspective. 

 

Figure 4.2: CJMM’s financial data 

Source: National Treasury (2018- 2022) 
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4.4.1 Irregular expenditure 

According to the CJMM (2019:40), the annual financial statements disclose irregular 

expenditure incurred and identified during a financial year. It will be accounted for as 

expenditure in the statement of financial performance and disclosed separately in the 

notes to the financial statements. Such expenditure does not necessarily mean that 

money has been wasted or that fraud has been committed. It is an indicator of non-

compliance in the process that needs to be investigated by management to determine 

whether it was an unintended error, negligence, or done to work against the 

requirements of the legislation (CJMM, 2019:40). 

Figure 4.3 below illustrates the irregular expenditure of all the South African 

municipalities as revealed by AGSA Media releases (AGSA, 2023b:13). This graph 

shows the scale or severity of irregular expenditure across different municipalities, 

showing that the CJMM is not alone in facing this challenge. 

 

Figure 4.3: South Africa’s irregular expenditure 

Source: AGSA (2023b:13).  

Despite the data in the figure above, according to the AGSA (2023b:47), 31% of 
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reporting. However, some municipalities with high irregular expenditure also disclosed 

previous irregular expenditure was not reported the last year (AGSA, 2023b:13 

Irregular expenditure of R22,4 billion during the period depicted in Figure 4.3 above 

was caused by non-compliance with the supply chain management legislation. This 

lack of adherence concerned procurement without following a competitive bidding or 

quotation process and inadequate contract management. Moreover, during the period 

represented in the graph, South African municipal compliance did not improve despite 

the increasing irregular expenditure and efforts to reduce it. Efforts are made to 

minimise irregular expenditure from new awards (AGSA, 2020:50). The same can be 

said about the CJMM. 

4.4.1.1 CJMM’s irregular expenditure (2018/2019) 

As shown in Figure 4.4 below, the CJMM incurred an irregular expenditure of R816 

million, of which R643 million was related to continuing expenditure on prior year 

contracts. This included R334 million and R126 million on the previous year's fleet and 

information technology contracts invalidly awarded as deviations in contravention of 

municipal supply chain management Regulation 36 of the Municipal Finance 

Management Act 56 of 2003 (South Africa, 2003). This could have been prevented 

had proper planning and contract management been followed.  

An irregular expenditure of R37 million was identified due to contraventions of 

municipal supply chain management Regulation 32 of the Municipal Finance 

Management Act 56 of 2003 on contracts awarded during the year (South Africa, 

2003). Furthermore, the consolidated municipal audit report also indicates an increase 

in South Africa's irregular expenditure that was not dealt with or investigated before 

outlining the interim irregular expenditure, which amounted to R65,59 billion. Notably, 

from that amount, CJMM was amongst the top five contributors of irregular expenditure 

not dealt with, amounting to R3,51 billion (CJMM, 2020:164-165).  

4.4.1.2 CJMM’s irregular expenditure 2019/2020 

The AGSA (2021:41-43) indicates that CJMM was amongst the top ten contributors of 

the R26 billion irregular expenditure that occurred that financial year. The municipality 

incurred R1,05 billion in irregular expenditure, fifth on the list. Furthermore, this report 
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also indicates that CJMM was amongst the top ten municipalities that contributed to 

irregular expenditure that was not dealt with, amounting to R37,93 billion, of which 

CJMM incurred R3,48 billion.  

The AGSA (2021:9) states that openly disclosing irregular expenditures is only the first 

link in the accountability chain. Councils must conduct thorough investigations into all 

cases, regularise the spending, or take decisive action to measure and recover losses 

and punish those involved.  

The AGSA describes how easily municipalities fail to implement consequence 

management; this is also evident in the municipalities' failure to conduct enquiries or 

take appropriate action in response to the AGSA's findings regarding possible supply 

chain management system fraud and abuse (AGSA, 2021:9). During the 2019/20s 

financial year, CJMM was one of the top three municipalities within the Gauteng 

Province that accumulated a high percentage of irregular expenditure, which this 

report outlined that the CoCTMM incurred R2,53 billion, the CJMM incurred R1,05 

billion and Emfuleni Local Municipality incurred R309,61 million.  

4.4.1.3 CJMM’s irregular expenditure 2020.2021 

According to the 2020/1 AGSA report (AGSA, 2022: 66-67), the AGSA remained 

concerned about Gauteng Province’s irregular expenditure because both CJMM and 

the CoCTMM.'s combination of irregular expenditure amounted to R3,82 billion, which 

is 85% of the total at a municipal level. CJMM's irregular expenditure, as indicated in 

Figure 4.4 below, amounted to R1118 million, an increase from the previous financial 

period. This year, the high rate of irregular expenditure indicates that CJMM has not 

been doing enough to ensure that financial mismanagement is minimised.  

4.4.1.4 CJMM’s irregular expenditure 2021/2022 

Unlike the previous years, the AGSA did not outline the top 10 contributors of irregular 

expenditure in the municipal audit reports; instead, there was an indication in provincial 

outcomes that Gauteng Province was amongst the top three provinces, contributing 

to high rates of irregular expenditure. According to the 2021/22 report (AGSA, 

2023a:102-103), the Eastern Cape Province incurred a closing balance of R34,91 
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billion, North-West Province incurred a closing balance of R30,99 billion, and Gauteng 

incurred R21,32 billion in its closing balance.  

Figure 4.4 below illustrates that the metro incurred irregular expenditures of R1,385 

billion, an increase from the previous financial year. Figure 4.4 suggests a significant 

problem for the CJMM regarding ways to minimise irregular expenditure.  

 

Figure 4.4: CJMM’s irregular expenditure (2018-22) 

Source: AGSA 2019-2022)  

4.4.2 Unauthorised expenditure 

Section 32(1) of the Municipal Finance Management Act 56 of 2003 indicates that a 

political office-bearer of a municipality is liable for unauthorised expenditure if, knowing 

or after being advised by the accounting officer that the expenditure is likely to result 

in unauthorised expenditure, the office-bearer continues with the expenditure (South 

Africa, 2003). According to section 32(2)(b), unless the expenditure is confirmed by 

the municipal council, following an examination by a council committee, as 

irrecoverable and written off by the council, all financial losses resulting from 

unauthorised spending must be recovered from the responsible official or political 
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office-bearer. Unauthorised expenditure is disclosed in the notes to the financial 

statements.  

Before outlining CJMM’s unauthorised expenditure, Figure 4.5 below outlines the 

overall unauthorised expenditure of all municipalities in South Africa, while Figure 4.6 

below outlines CJMM’s unauthorised expenditure as per AGSA (2019-2022). In the 

2018/19 financial period (AGSA, 2020:157), South African municipalities had a closing 

balance of R15,19 billion in unauthorised expenditure. This amount also included 

unauthorised expenditure, which was not disclosed. In the 2019/20 financial year 

(AGSA, 2021:27-28), unauthorised expenditure in South African municipalities 

amounted to R 22 billion, of which R 9,27 billion was caused by 104 municipalities 

spending on non-cash items (expenses listed on an income statement).  

According to AGSA (2022:23), about 64% of the South African municipalities had a 

combined R20,45 billion in unauthorised expenditure, of which R13,25 billion was on 

non-cash items. Lastly, in the 2021/22 financial period, unauthorised expenditure 

rapidly increased when 68% of the municipalities incurred R2 547 billion in 

unauthorised expenditure, of which R13,03 billion was on non-cash items. According 

to the AGSA (2019-2022), the most common cause of unauthorised spending in South 

Africa has been overspending budgets, for example, on actual payments over budget 

and non-cash items, representing the poor estimation of asset impairments (an asset 

that has a market value).  
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Figure 4.5: South Africa’s unauthorised expenditure 

Source: AGSA (2019-2022)  

4.4.2.1 CJMM’s unauthorised expenditure 2018/2019 

In 2018/19, AGSA (2020:161) said that the CJMM accumulated R48 million in 

unauthorised expenditure caused by overspending the municipal budget. According 

to this report, CJMM was one of the top 10 contributors to unauthorised expenditure, 

of which the entire R0,48 billion was related to overspending of the budget, almost 

100% on non-cash items (AGSA, 2020:161).  

4.4.2.2 CJMM’s unauthorised expenditure 2019/2020 

According to the 2019/20 AGSA report (AGSA, 2021), unauthorised expenditure within 

CJMM decreased to R59,5 million, a decrease from the previous financial year. During 

this financial year, CJMM management effectively minimised financial 

mismanagement regarding unauthorised expenditure.  

4.4.2.3 CJMM’s unauthorised expenditure 2020/2021 

According to the 2020/21 AGSA report (AGSA, 20221), CJMM's unauthorised 

expenditure of CJMM rapidly increased to R1003 million, which was way higher than 
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that of 2021/2020. Mkhize (2020) hinted that when the first COVID-19 case was 

reported in South Africa, it was clear from watching how the virus financially destroyed 

the economies of other nations that the pandemic would put a great deal of strain on 

South Africa's public finances, which were already under a lot of strain due to 

corruption and insufficient tax collection. Thus, there was a broad expectation that 

South African municipalities would limit financial mismanagement, including 

unauthorised expenditure. 

4.4.2.4 CJMM’s unauthorised expenditure 2021/2022  

The AGSA had changed its reports to no longer outline the top contributors of IUFW 

expenditure. However, the report could provide an overview of the performance of 

municipalities in each province. It revealed that the CJMM incurred an unauthorised 

expenditure of R0,39 billion during the 2021/22 financial year. The audit reports 

indicated that measures had been implemented to reduce the high rates of 

unauthorised expenditure. Figure 4.6 below presents the unauthorised expenditure 

from 1 July 2021 to 30 June 2022  

 

Figure 4.6: CJMM’s unauthorised expenditure 

Source: AGSA (2019-2022)  
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4.4.3 Fruitless/wasteful expenditure 

According to the CJMM (2019:40), fruitless and wasteful expenditure incurred during 

the financial year and condoned by the council regarding the Municipal Finance 

Management Act 56 of 2003 are only disclosed in the notes to annual financial 

statements. Section 32(2) of the Municipal Finance Management Act 56 of 2003 states 

that a municipality is expected to recover fruitless and wasteful expenditure caused by 

any public official or a municipal public office-bearer (South Africa, 2003). Where 

recovering the revenue recognised from fruitless and wasteful expenditure is 

impossible, the receivable is written off following proper write-off processes in the Act 

(South Africa, 2003). 

Figure 4.7 below indicates fruitless and wasteful expenditure in South African 

municipalities from 2018-2022, while Figure 4.8 below illustrates CJMM’s fruitless and 

wasteful spending for the same financial years. According to AGSA (2020:137-138), 

R3,12 billion was incurred due to fruitless and wasteful expenditure, of which 16% 

came from what was not disclosed in previous years.  

AGSA (2021:26) reported that fruitless and wasteful expenditure incurred by all 

municipalities increased to R3,47 billion, including R1,50 billion due to audit reports 

not completed by the cut-off date for the submissions to the AGSA. The AGSA 

(2022:23) reported a decrease in fruitless and waste expenditure to R1,96 billion. 

However, the closing balance in terms of the 2021/22 report (AGSA 2023b: 2) 

indicates that the closing balance for 2020/21 was R2,15 billion. In the 2021/22 

financial periods, AGSA (2023a:42) reports an increase in fruitless and wasteful 

expenditure of R4,74 billion, almost double that of the previous year.  

Data on fruitless and wasteful expenditure in the CJMM, as presented in the AGSA’s 

(2019–2023b2) reports, indicate variables contributing to the high rates of fruitless and 

wasteful expenditure. Poor payment techniques used by suppliers during transactions 

are one of these factors. This factor pointed to poor management of the procurement 

process. In addition, unfair or uncompetitive procurement methods suggested a lack 

of accountability or transparency in the supplier selection process, resulting in 

unnecessary spending.  
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Obtaining minimal or no return-on-investment highlights problems with project or 

expense supervision, pointing to the necessity for enhanced monitoring and 

assessment systems. A significant breakdown of trust and governance inside the 

CJMM led to fraud committed by officials, necessitating strict internal controls and 

accountability procedures. Furthermore, the appearance of interest, penalties, 

lawsuits, and claims indicates contractual and legal mismanagement, emphasising the 

significance of following legal frameworks and sound financial management. 

Payments to suspended workers and write-offs of idle assets indicate gaps in the use 

of assets and human resources, calling for policies and practices to avoid this 

mismanagement.  

Figure 4.7 below presents South Africa’s fruitless and wasteful expenditure between 

2018 and 2022. The figure shows that fruitless/wasteful expenditure increased from 

2018-2022 in South Africa and the CJMM as shown in Figure 4.8 below. 

 

Figure 4.7: South Africa’s fruitless and wasteful expenditure 

Source: AGSA (2019-2022)  
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Figure 4.8: CJMM’s fruitless and wasteful expenditure 

Source: AGSA (2019-2022)  

4.4.3.1 CJMM’s fruitless/wasteful expenditure 2018/2019 

According to the AGSA (2020:162), the CJMM was one of the top 10 contributors to 

fruitless and wasteful expenditures, amounting to R0,11 billion. According to AGSA 

(2020:162), this expenditure was caused by information and communication 

technology licenses that were not utilised and projects that the municipality decided to 

discontinue.  

4.4.3.2 CJMM’s fruitless/wasteful expenditure 2019/2020 

There was a decrease in the CJMM's fruitless/wasteful expenditure, and the 

municipality was no longer one of the top 10 contributors to this (AGSA, 2021). 

Fruitless and wasteful expenditure incurred during this financial year amounted to 

R25,2 million, a decrease from the previous financial period (AGSA, 2021).  

4.4.3.3 CJMM’s fruitless/wasteful expenditure 2020/2021 

The CJMM continued to perform well, ensuring it minimises fruitless and wasteful 

expenditure. In addition, it managed to decrease mismanagement by 50% from the 
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previous financial year’s expenditure (AGSA, 2021). Nevertheless, the CJMM still 

incurred R11,4 million in fruitless and wasteful expenditure during this financial period. 

However, the AGSA’s (2021) annexures on financial management indicated that 

CJMM improved effectiveness regarding legislation compliance concerning 

expenditure management.  

4.4.3.4 CJMM’s fruitless/wasteful expenditure 2021/2022 

During this financial period, the CJMM returned to its poor performance (AGSA, 

2023a). It incurred R0,34 billion in fruitless and wasteful expenditure, more than the 

three previous financial periods. As indicated by the AGSA’s financial annexure, this 

expenditure was due to inadequate consequence management and the inability to fill 

vacancies within the municipality (AGSA 2023a). AGSA (2023a) also indicated issues 

with supply chain management and expenditure on employee awards.  

4.5 Reasons for financial mismanagement in the CJMM 

To determine the causes of mismanagement in the CJMM, the researcher analysed 

datasets from the AGSA’s (2019-2022) annexures, indicating the financial 

mismanagement explained in the section above. Annexure 1 of this dissertation 

explains the researcher’s findings concerning the causes of financial mismanagement 

in CJMM based on the categories of financial health, supply chain management, and 

root causes.  

As shown in Annexure 1, the financial health of CJMM was characterised by: 

• Potentially extended creditor-payment periods 

• Uncertainty regarding its ability to continue operations 

• Delays in collecting payments from debtors, especially after accounting for 

impairments 

• Provision set aside for potential bad debts 

• Total expenditure exceeds total revenue, resulting in a deficit 

• Total current liabilities exceeding total current assets 

• Total liabilities exceeding total assets 

• A possibly low ratio of liquid assets to total current liabilities 

• Ending the year with a negative bank balance, indicating financial strain 
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• Negative cash flows from operating activities 

• Creditors represent a significant portion of cash and cash equivalents, 

potentially impacting liquidity. 

Supply chain management in the CJMM involves: 

• Issues with procurement practices, potentially involving unfair competition 

• Inadequate management of contracts, leading to inefficiency or legal risks 

• Concerns about awarding contracts to close family members, raising questions 

about transparency and fairness 

• Limitations in the scope of procurement processes, possibly hindering 

effectiveness 

• Concerns about awards given to employees or other state officials, suggesting 

potential conflicts of interest or favouritism. 

Root causes include: 

• Management and political leadership's slow or inadequate response to issues 

• Instability or vacancies in key positions, potentially leading to organisational 

inefficiency or a lack of oversight 

• Officials lacking appropriate competencies to manage financial matters 

• Inadequate enforcement of consequences for financial misconduct, allowing 

issues to persist without accountability. 

4.6 CJMM’s compliance with legislation 

To determine CJMM’s compliance with legislation, the researcher analysed the 

AGSA’s (2019-2022) annexure data. Annexure 2 of this dissertation explains the 

researcher’s findings concerning the CJMM’s compliance with legislation according to 

the categories of non-compliance and specific risk areas.  

Annexure 2 illustrates that the CJMM exhibited non-compliance as follows: 

• Material misstatements or limitations in submitted financial statements 

• Unauthorised, irregular, as well as fruitless and wasteful expenditure 

• Annual financial statements and annual report discrepancies 

• Asset and liability management issues 
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• Budgetary non-compliance 

• Inadequate expenditure management 

• Failure to implement consequences for non-compliance 

• Deficiencies in audit committees and internal audit functions 

• Challenges in revenue management 

• Strategic planning and performance management issues 

• Non-compliance with regulations governing transfers, conditional grants, and 

procurement 

• Human resource management concerns 

• Quality issues with submitted performance reports 

• Challenges in supply chain management 

• Overall issues affecting financial health, human resource management, and 

information technology. 

Within these areas, specific risk factors were identified: 

• Material misstatements or limitations in financial statements 

• Unauthorised, irregular, fruitless, and wasteful expenditure 

• Compliance issues with annual financial statements and reports 

• Challenges in asset and liability management 

• Budgetary non-compliance 

• Expenditure management deficiencies 

• Ineffective implementation of consequences for non-compliance 

• Weaknesses in audit committees and internal audit functions 

• Revenue management challenges 

• Strategic planning and performance management problems 

• Non-compliance with regulations governing transfers, conditional grants, and 

procurement processes 

• Human resource management issues 

• Quality concerns with submitted performance reports 

• Supply chain management challenges 
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• Overall impact on financial health, human resource management, and 

information technology 

4.7 CJMM’s promotion of good governance and stewardship 

To determine CJMM’s promotion of good governance and stewardship, the researcher 

analysed the AGSA’s (2019-2022) annexure data. Annexure 3 of this dissertation 

explains the researcher’s findings concerning the CJMM’s compliance with legislation 

regarding leadership, financial and performance management, and governance. 

As shown in Annexure 3, the CJMM exhibited leadership as follows: 

• Reflected changes or movements in various aspects of leadership, including 

leadership culture and oversight responsibility 

The CJMM also showed financial and performance management: 

• It indicated changes or movements in financial and performance management, 

including human resource management, policies and procedures, action plans, 

and information technology governance. 

The CJMM’s governance 

• Indicated changes or movements in governance practices, including proper 

record keeping, processing and reconciling controls, reporting, compliance, 

information technology systems controls, risk management, internal auditing, 

and audit committee effectiveness. 

4.8 Chapter summary 

This chapter outlined how the CJMM utilised its finances, as the AGSA’s reports 

indicated. Presenting the data on the CJMM’s financial management, the chapter 

aimed to provide insights into what the municipality should do to manage the 

consequences of its actions. The background section of this chapter explained the 

internal and external auditing of municipal financial management in South Africa, 

shedding light on the systems, processes, and regulatory frameworks that governed 

the oversight and assessment of financial activities within municipalities. After that, the 
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chapter focused on financial management in the CJMM as perceived by the AGSA 

audits.  

The chapter presented and explained the outcomes of the AGSA’s audit of the 

CJMM’s financial statements from 2018 to 2022. In particular, the chapter explained 

the CJMM’s IUFW expenditure. Finally, the chapter presented the findings of the 

researcher’s data analysis in the annexures to AGSA’s reports for the financial years 

under study (AGSA, 2019-2022). 

The next chapter provides a summary of the chapters, followed by the conclusion and 

recommendations. 
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CHAPTER 5 

CONCLUSION AND RECOMMENDATIONS 

5.1 Introduction 

This chapter is divided into sections that summarise the previous chapters, discuss 

the goals of the research and provide practical recommendations for CJMM’s 

consequence management. These recommendations aim to mitigate the identified 

deficiencies and enhance the efficacy of the CJMM’s governance mechanisms. 

Recommendations are categorised into distinct themes, including effective municipal 

governance, maintaining good municipal performance, minimising financial 

mismanagement, prioritising consequence management, and implementing effective 

internal control measures. 

Each set of recommendations draws upon insight gleaned from the analysis of South 

African municipal governance, legislative mandates, and empirical data gained in the 

case study of CJMM, the economic hub of South Africa, with the largest population, 

which has, to an extent, mismanaged its funds. The recommendations could assist 

stakeholders to address the systemic challenges which impede financial accountability 

and transparency in the CJMM and other South African municipalities. 

5.2 Summary of chapters 

Chapter 1 provided the research background and a discussion of the study's problem 

statement. Subsequently, the chapter outlined the research aim, objectives, and 

questions guiding the investigation. In addition, the chapter briefly explained the 

research design and methodology, including the selection of the population and 

sample under study, the data collection, and data analysis. The researcher 

acknowledged the limitations and delimitations inherent in the research, along with the 

ethical implications of the study. Finally, the chapter underscored the study's 

significance and presented the dissertation's preliminary framework. 

In Chapter 2, municipal finance concepts and the legislative framework governing 

South African municipalities was explained. The roles and responsibilities of key 

municipal finance management stakeholders entrusted with ensuring sound financial 
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practices was examined. Furthermore, the researcher explored theories that underpin 

effective financial management and the implementation of consequence 

management. 

Chapter 3 explained how municipal finance management should be used to gain 

insights into the CJMM’s financial management landscape, described in detail in the 

following chapter. The chapter presents the financial management background in the 

public sector as determined by South African legislation. Then, the chapter explains 

Fayol’s 14 principles of municipal finance management. In addition, the chapter 

explains the principles of a municipal organisational structure like the CJJM and 

explores the principles of departmentalisation and performance management. When 

relevant, all explanations refer to relevant laws. 

Chapter 4 presented the AGSA’s data on the CJMM’s financial management, 

providing insights into how this municipality should manage the consequences of its 

financial mismanagement. The background section of this chapter explains the internal 

and external auditing of municipal financial management in South Africa. The rest of 

the chapter focuses on the outcomes of the AGSA’s audit of the CJMM’s financial 

statements from 2018 to 2022 and explains the municipality’s IUFW expenditure. 

Then, the chapter presented the researcher’s data analysis findings in the annexures 

to AGSA’s reports for the financial years under study.  

5.3 Research aim and objectives 

5.3.1 Financial consequence management in the CJMM 

The study aimed to investigate financial consequence management in the CJMM. The 

findings revealed that after four consecutive AGSA audit outcomes, the municipality 

under study was not practising consequence management sufficiently to obtain a 

clean audit.  

5.3.1.1 Alignment with legal framework  

The first research objective was to investigate the alignment of current practices of 

financial consequence management in the CJMM, South Africa, with legal 

frameworks. The findings in Section 4.6 revealed that the municipality repeatedly failed 
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to adhere to financial management legislation, leading to significant unmanaged 

consequences. This legislation, ensuring adherence to principles of accountability, 

transparency, and sound governance, included 

• The Municipal Structures Act 117 of 1998 

• The Public Finance Management Act 1 of 1999 

• The Municipal Systems Act 32 of 2000 

• The Municipal Finance Management Act 56 of 2003 (South Africa, 1998, 

1999, 20009, 2003) 

Non-compliance included errors in financial statements, IUFW expenditure, report 

discrepancies, and challenges in managing assets and liabilities. Budgetary non-

compliance, ineffective enforcement of consequences, and weaknesses in audit 

functions exacerbated the situation.  

5.3.1.2 Existing CJMM financial consequence management  

The second research objective was to assess the effectiveness of existing financial 

consequence management in the CJMM. The findings revealed that the failure to 

address the causes of financial mismanagement suggested a lack of consequence 

management within the CJMM. As explained in Section 4.5, financial health 

challenges persisted in the CJMM due to a lack of effective consequence 

management. This included delayed payments, operations uncertainties, and debt 

collection difficulties. Additionally, excessive spending, debt accumulation, liquidity 

problems, and supply chain issues persisted without enforcing accountability 

measures. Root causes remain unaddressed, such as management inefficiencies and 

lack of competencies. Without robust consequence management, financial 

mismanagement challenges continued to plague the CJMM. 

The findings revealed that despite the challenges outlined by the AGSA, there were 

indications that the CJMM was taking steps towards addressing these issues and 

improving its governance practices. 

AGSA's annexure data analysis revealed that the CJMM had shown progress in 

leadership, financial and performance management, and governance. Specifically, 
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there were indications of changes or movements in leadership culture, oversight 

responsibility, financial and performance management practices, and governance 

practices, such as proper record-keeping, processing and reconciling controls, and 

risk management. 

5.3.1.3 Formulate recommendations 

The third research objective was to formulate recommendations of how the CJMM 

could ensure effective consequence management. These recommendations are 

presented in the next section. These recommendations address the systemic issues 

contributing to financial mismanagement within the CJMM and other municipalities. 

Municipalities could achieve better financial governance and service delivery 

outcomes by prioritising accountability, transparency, and compliance. 

5.4 Recommendations 

The impact of the lack of consequence management on financial management within 

the CJMM is evident in the significant increase in irregular, unauthorised, and wasteful 

expenditure. The AGSA's findings revealed a pattern of financial misconduct often 

caused by insufficient investigation of guilty public officials. Therefore, 

recommendations are provided to enhance municipal governance, maintain 

performance standards, minimise financial mismanagement, and prioritise 

consequence management in the CJMM and other South African municipalities. 

5.4.1 Effective municipal governance 

The researcher recommends that the CJMM addresses core issues affecting 

governance, including the influence of political parties, human resource management 

deficiencies, and the need for comprehensive training programmes. Emphasis should 

be placed on promoting ethical conduct, implementing whistleblower policies, and 

investing in wellness programmes to support employee performance and 

accountability. 
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5.4.2 Good municipal performance 

Beyond financial management, municipal performance should prioritize citizen 

satisfaction and legislative compliance. Leadership and governance are crucial in 

addressing non-compliance issues, ensuring policy implementation, and fostering a 

culture of ethical decision-making. 

5.4.3 Minimising financial mismanagement 

Constitutional provisions permit provincial government intervention in poorly 

performing municipalities under Section 139. The researcher suggests amending 

executive functions to facilitate financial recovery plans and designating provincial 

representatives to assist struggling municipalities. 

5.4.4 Prioritising consequence management 

Municipalities should establish a policy framework aligned with legislative 

requirements to enforce consequence management. This framework would highlight 

the importance of clear policies, functional oversight committees, and stakeholder 

training. 

5.4.5 Internal control measures 

Improved internal control measures are essential for addressing poor reporting, 

administration, and financial mismanagement. The researcher recommends a focus 

on enforcing existing policies, enhancing internal reporting mechanisms, and ensuring 

clarity and accessibility of internal control policies for all stakeholders. 

5.5 Chapter summary 

This chapter provided summaries of previous chapters, addressed the research 

objectives, and concluded with actionable recommendations to improve financial 

consequence management within the CJMM. These recommendations were designed 

to address identified deficiencies and enhance the effectiveness of the CJMM’s 

governance mechanisms.  

The CJMM, the economic hub of South Africa with the largest population, had 

experienced mismanagement of funds. The Public Audit Amendment Act of 2018 has 

had a significant effect on municipal management because it has strengthened the 
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principles of accountability and transparency in financial practices. This legislation also 

gives the Auditor-General of South Africa (AGSA) more authority to enforce remedial 

actions, which directly supports consequence management. For municipalities like the 

CJMM, this means a strict framework that makes it less likely that financial 

mismanagement will go unpunished. By requiring authorities found guilty of financial 

malfeasance to be held accountable, the Act fosters a culture in which carelessness 

and corruption are dealt with appropriately. As a result, the CJMM and other 

municipalities are forced to implement stricter financial controls and governance 

procedures in order to reduce the possibility of unauthorised, irregular as well as 

fruitless and wasteful expenditures. The Public Audit Amendment Act of 2018 is a vital 

instrument for supporting financial integrity and discipline in municipal operations 

because it guarantees that financial misconduct will have consequences. 

The recommendations in this chapter aim to assist stakeholders in tackling the 

systemic challenges hindering financial accountability and transparency in the CJMM 

and other municipalities across South Africa. An effective model for enhancing 

accountability and governance in local governments across the country may be drawn 

from the conclusions drawn from the analysis of CJMM's financial mismanagement 

and the solutions to resolve the problems. Other municipalities may curb financial 

mismanagement and improve overall performance by emphasising consequence 

management, strengthening internal controls, and encouraging moral governance 

practices. These suggestions, which are designed to deal with systemic issues, stress 

the significance of following legal frameworks, having strong supervision procedures, 

and steadily increasing municipal officials' abilities. As a result, the conclusions and 

recommendations made in this study have the capacity to promote a transparent and 

responsible financial culture, guaranteeing more efficient and accountable local 

government throughout South Africa.  
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Annexure 1: Causes of CJMM's financial mismanagement 
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NR =  
No 
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Overall 

(O) 
  Findings 

        

         Regressed     Unchanged Improved          
 

Source: AGSA (2019-2022) 
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Annexure 2: CJMM's legislation compliance 

Non-compliance 
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2018-2019 R R   R     R R           R     R R F     

2019-2020 R R   A     R R           R     R R F     

2020-2021 R R         A R           R     R R F     

2021-2022 R R           R       N   R     R R F     

                      

Intervention 

required 

Repeat 

(R) 

New 

(N) 

Unfavourable 

indicators 

(F) 

Addressed 

(A) 

SR =  
Slow response 

NR =  
No response 

Good  In progress   Financial (F) 
Performance 

(P) 

Compliance 

(c)  
Overall (O)   Findings 

     

         Regressed     Unchanged Improved       

Source: AGSA (2019-2022) 
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Annexure 3: CJMM's promotion of good governance and stewardship 

Leadership Financial and performance management Governance 
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0
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1
 

   1 1 1 1 1 1 1 1 1 1 1 1 1 1 1 1 1 1 1 1 2 3 3 2    1 1 1 1 1 1 1 1 1 1 1 1 1 2 2 2 2 3 0 2    1 1 1 1 1 1 1 1 1
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Source: AGSA (2019-2022)  
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