IHLM Section 72 Report — 31 December 2023

MID-YEAR ASSESMENT REPORT

REPORT IN TERMS OF SECTION 72 OF THE MFMA NO.56 OF 2003

MID-YEAR ENDED 31 DECEMBER 2023

Contents
PART 1 IN-YEAR REPORTING

1



IHLM Section 72 Report — 31 December 2023

1. EXeCULiVE SUMMANY......co...ooiuiieiseeeeeeeee e e ————— 3
1.1 OVBIVIBW. ..ottt et 3

1.2 Political OVersight.................oiiiii et 3

1.3 AAMINISITAtION ... 3

14 Implementation of MSCOA ........ooiiiiieeeeeeeeeeeeeeee 4

1.5 The Audit AGHION Plan..............ccooieeiieiiiieeooeeeee oo 4

1.6 Amnesty on Outstanding Debt for Consumers ..........ocooovoovooooi 4

1.7 Procurement of Plant and Machinery ...............cocoovoeeoooo 5

2. Organizational and Departmental Performance ..o 5
3. In-Year Budget Statements............coo.oouoveceooioreeeoeeeoeeoeeee 7
a.  Budget Statement SUMMANY...........cccoooiiioiiiiiei oo 7
b.  Financial Performance by Functional Classification..............cooovooooooio 8

¢.  Financial Performance — Revenue and Expenditure .............coooevvvvveroooooo 9

d.  Capital Expenditure by Municipal VOte.............o.oueviviveeeeseeeooeeeoeeooooo 10
4. Supply Chain Management ..............c..o.oeeuoveeeeioieeoeeeeeeseseeesoooooooo 12
a.  Deviations — Section 36 of the SCM Regulations.............cccocooooo 12
b.  Orders between R30 000 t0 R200 000 ...........cooovveeeoeeeoooeoooo 14
C. Above R200 000............coiiieiiieiee e 16
PART 2 — SUPPORTING DOCUMENTATION.........oovoeeoeeeeeeeeooeeooeooooo 20
1. Debtors’ ANalysis ..ot 20

2. Creditors” ANAYSIS.......o.cviiicieiciie st 20
3. Investment POTHOLIO ......cvviiiccice e 20
4. Allocation and Grant Receipts and Expenditure ................ocooveeeeevevo o 21
5. Expenditure on Councillor Allowances and Employee Benefits ...............oooov oo 22

6. Cashflow STatement .............ccooiimiiiieiiiioeieie e 23
Recommendations..............cc.ooooeeviovi e e i e e e nbera e e e e e sessre e aeereeens 24
Quality Certificate.........ccovueieeiieeieeee e Error! Bookmark not defined.



IHLM Section 72 Report - 31 December 2023

PART 1 IN-YEAR REPORTING
1. Executive Summary

1.1 Overview

Section 72 of the Municipal Finance Management Act No.56 of 2003 requires the accounting officer of
the municipality, by 25 J anuary of each year, to assess the performance of the municipality for the first
half of the financial year. In performing this assessment, the accounting officer must consider the
monthly budget statements that are prepared in terms of section 71 of the same act, for the fist half of
the financial year, the municipality’s service delivery performance for the first six months of the
financial year, and the past year’s annual report, and progress in resolving problems identified in the
annual report.

The management of the municipality has compiled quarterly performance reports for each of the
departments within the municipality for the first half of the financial year. The quarterly performance
reports were tabled to the committees and ultimately to council for consideration. The performances
reported in these reports were supported by portfolios of evidence and subjected to internal audit
processes. These reports give an indication as well as to whether there will be a requirement for a
budget adjustment, and adjustments to the SDBIP at mid-term.,

It is apparent that a budget adjustment will be necessary considering the following important factors:

* The grant allocations to the municipality have been revised, meanin grevenue from grants needs
to be revised or adjusted. The impact is as follows:
©  Municipal Infrastructure Grant (MIG) reduced from R64,8 million, by R4,3 million to
R60,5 million.
©  Municipal Disaster Recovery Grant (MDRG) — an additional amount of R10,8 million
has been allocated.

*  There are errors that may have been identified during the budget implementation for the first
half of the financial year. It is at this point that an opportunity is available to do those
corrections.

® The purchase of plant that has been procured was not sufficiently budgeted for, and as such the
Technical Services Department needs to take the difference into consideration.

ensure that the adjusted budget remains fully funded. The revenue sources will likely be revised
downwards when the performance for the first half of the financial year is reviewed.

The Budget and Treasury Office, in its strategic review, must look into the matter of the improvement
in the performance against the approved procurement plan. The implementation of the procurement
plan is intended to ensure that goods and services are delivered efficiently and effectively and that
means they are different at the correct quantities and quality.

1.2 Political Oversight

The municipality has functional political oversight, where various responsibilities are tasked to various
committees. The municipality has an Executive Committee, led and chaired by the Mayor, Honorable
Councilor N Pepping. This committee ensures that all matters discussed and dealt with in various
standing committees are presented to council for decision making.

The Budget and Treasury Office also has a functioning committee, chaired by Honorable Councillor
B.J. Nkani. This committee also ensures that there is financial health and stability within the
municipality, and compliance with the laws and regulations is maintained.

1.3 Administration

The municipality is in the process of ensuring that key personnel in all levels of administration are
recruited and as such critical positions are filled. This has seen the assumption of duty by the Senjor
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Manager: Community Services and the Chief Financial Officer.in August 2023, whilst the Senior
Manager: Technical Services assumed duties in December 2023. Processes are underway to ensure that
all management vacancies are filled, as well as other management positions like the Manager: SCM and
Manager: PMU.

The sufficient filling of these positions will ensure the smooth running of the municipality and
achievement of the set targets.

1.4 Implementation of mSCOA

The municipality implemented mSCOA from July 01, 2017, as per the National Treasury’s
requirements. There has been a steady improvement in the compliance with the requirements of
mSCOA, and this includes ensuring that all modules are within a single accounting system, or there is
a seamless integration where a separate system is utilized.

The Ingquza Hill Local Municipality (THLM) utilizes MUNSOFT for its accounting package. A recent
assessment conducted by MUNSOFT indicates that there are modules that remain under-utilized, or not
utilized at all. The municipality has been improving on this, signified by the utilization of the Asset
Module capturing information from as way back as 2016/17 financial year. Althou gh there have been
issues raised by the Auditor General, management is working on ensuring that these are resolved, and
they do not recur in the future financial years.

1.5 The Audit Action Plan

The THLM prepared annual financial statements in terms of section 122(1) of the MFMA No. 56 of
2003. These annual financial statements were submitted to the Auditor General for auditing in terms of
section 126(1)(a) of the MFMA No.56 of 2003. Section 126(3)(c) of the MFMA No 56 of 2003 requires
that the Auditor General must submit an audit report to the accounting officer of the municipality within
three months of the receipt of the statements.

The Auditor General has not be able to complete the 2022/23 Audit by 30 November 2023 for various
reasons. This has meant that the municipality, at mid-term assessment has not been able to compile an
audit action plan as required. Management has however started considering some of the pertinent issues
that have been raised by the Auditor General, which include amongst other the following: -

* There were findings on assets — property plant and equipment and investment properties, which
relate to the accounting policy, the measurement and the general accounting for asscts.

» AFS compilation process and review of balances and disclosures.

* Records management — which relates to submission of requested information timely to the
auditors, and general documents management of the municipality.

¢ Expenditure management - which relates to balances disclosed, classification of expenditure,
payment of creditors within 30 days, irregular, fruitless and wasteful expenditure.

Management is committed to compiling an audit action plan as soon as the audit report and management
letter are available with the details of all the findings raised. The action plan will be presented to all
management and oversight structures for noting and monitoring of implementation of remedial actions.

1.6 Amnesty on Outstanding Debt for Consumers

The THLM council resolved to afford an opportunity to consumers to apply for amnesty on outstanding
debts. The opportunity was availed for a period of three months, which ended on August 31, 2023. The
amnesty was offered as follows, to those who entered into agreements with the municipality:

60% for Residential properties
50% for Business Properties
100% Church Properties
¢ 0% Government
The following is the report on how the response, overall, has been to the amnesty provided:
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! Categories Sum of Amount Owed Sum of Incentive Sum of Amount Paid Sum of Balance |
| Business R 6 276 465,71 -R  3143232,85 |-R 3104 845,12 R 28 387,74
Residential | R 844 266,86 | -R 506 560,07 | -R 325202,60 | R 12 504,19
R 7120732,57 -R 364979292 -R 3430047,72 R 40 891,93

In a recent engagement with the Ratepayers, there was a plea that the amnesty needed to be repeated,
mainly because the publication had not reached a significant number of them. It was agreed that
Ratepayers needed to visit the municipal offices, individually, to check on the status of their accounts,
then based on that, and other factors, a determination can be made as to whether the debt amnesty is
repeated.

1.7 Procurement of Plant and Machinery

The THLM resolved to procure plant and machinery to ensure that its ability to maintain the existing
road infrastructure is improved. The municipality has been able to procure the plant and machinery
through a National Treasury Transversal Tender RT57 of 2022. The items of plant and machinery
started being delivered from October 2023, with the last expected delivery date being March 2024. The
following items of plant and machinery have been procured:

1 X Excavator

1 X Motor Grader

1 X Single Drum Roller

2 X Tipper Trucks

1 X Honey Sucker

1 X Articulated Tractor — to be delivered before March 2024
1 X Grid Roller - To be delivered before March 2024

2. Organizational and Departmental Performance

Reporting requires that the municipality takes priority of the organisation, its performance objectives,
indicators, targets, measurement and analysis, and presents this information in a simple and accessible
format, relevant and useful to the specific target group for review. The Service Delivery Budget and
Implementation Plan (SDBIP).

Ingquza Hill Local Municipality has prepared this Mid-year performance assessment report starting
from 1st July 2023 to 31 December 2023. The Mid-Year report is done to comply with Section 72 of
the Municipal Finance Management Act,2003. It is then submitted to the Mayor, Executive Committee
and the council for consideration and adoption.

This mid-year report is based on un-evaluated, un-audited information and includes a preliminary
assessment of the organizational service delivery budget and implementation plan. A detailed
assessment of the mid-year report is available for inspection with Portfolio of Evidence (POE).

The scorecard that is reflected in the subsequent paragraphs, follows along the lines of service delivery
budget and implementation plan and does not have the monthly financial cash-flow projects. The
preliminary assessment is done on the reported actual where applicable, with a portfolio of evidence
being subjected to an auditing and verification process. This report is subjected to a formal evaluation
process being conducted by the Municipal Manager pending an audit process.

Variance on SDBIP is analysed on all departmental scorecards and organisational scorecards with
corrective measures where necessary.

o Total KPIs is the number of key performance Indicators (KPI) under each Key Performance
Area (KPA).
e KPIs met is a total number of the key performance indicators that were achieved as planned.
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e KPIs not met is the total number of KPIs that were projected for the midterm period but were
not achieved.

iKPA Total KPYs |Achioved [Not Outstanding |Significanty Above |Fuly Effective | NotFuly | Unacceptable [% Achleved
achisved | Performance (expectation 101- | 100% Effective 70- | Performanca 0-
above 133% |133% 3%
Technical Services 50 20 o 40%
Corporete Services 1 1 3 | ' | ™
Planning and Development | 2 12 10 55%
Budgetand Treasury | 9 7 2 ' 8%
Municipal Managers Offcer 19 15 4 ' 8%
Community Services 14 13 1 | 3%
Total 190 woR | 6%

The following are the challenges that have been identified with performance management and reporting:

e Non-reviewal of POE’s by Management.

e Non —responsiveness of management to the comments of the mid-term report.

¢ Under reporting of some on some of the indicators by the management which therefore lead to
negative performance on the midterm report.

e Non -prioritization of the procurement plan by departments.

e Non-prioritization of the PMS which is the risk to the municipality.
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3. In-Year Budget Statements

a. Budget Statement Summary

EC153 Ngquza Hills - Table C1 Monthly Budget Statement Summary - Half year
2022123

D ﬂ = Au&il;d 2 m‘ T i““T = M“l.l;hd ’A] I §yg&a_yglm_ e . 1T T I piag ]
escription ol e ool B e {Montly actua| YearTD actul |YearTD budget —— e |
R thousands ! i %
Financial Performance | ! ;
Property rates 30989 41483 41483 19653 | 19653 0741 (1089) 5% 41483
Service charges 1354 1600 18500 404 ; 404 80D {396). 50% 1600
ilm:wmem revenue 15422 - - - - - - -
Transfers and subsidies - Operational 15422 14000 ! 14 000 12305 12 305 70000 5305 6% 14 000
Other oym revenue oo = SGTSB|.  363080). 357200} _ 260150 . 260150 180683 79467 _i .|
Tota! Revenue {excluding capital ranafers and 37 943 401727 #1430 292512 292512 209224 83288 % 412310
contributiona)
Emplayee costs 156 224 168 942 168 042 75240 75 240 Ba4Tti 9234y 168 042
Remuneration of Councillors 24369 29721 272 14 257 14 257 14 860 {603) 2721
Depreciation and amortisation 47104 70000 70000 24017 24017 3B000T  (10983) 70,000
Interest 2997 - - = - - - -
Inventory consumed and bulk purchases o) 14770 1770 5505 5505 7385 (1880) 14770
[Transfers and subsidies 1514 2110 2140 1163 1183 10% 108 10% 2110
Other expenditure 163813 247185 251328 61038 61038 127730 (66 694) 52%! 251323
Total Expenditure 396121 632728! 636888, 181219 1118, 200502 (83 2M3) - 33 %+ .. 536 866
Surplus/Deficit) edsl (122688 (122585 11203 111283 @1218) 17257 -282% (122 555)
Transfers and subsidies - capital (manetary afiocations) 70414 64404 ¢ 64 404 36409 36409 w2 47 13% 84404
Transfers and subsidies - capitat {in-kind) 2250 = f _ _ _ _ _ i
Surplus/(Deficit) ater capital transfers & contributions| 86486 | (88 15‘1{{ Twssy wre] Twrml T eore) Tireme] T eoswr (ge 84)
‘Share of surplus/ (deficil) of associate - - - - - - - -
Surpius/ (Deficit) for the year 56 485 58151)] (58 151) 147 7103 147703 29 m);f 176778, -605% {58 151)
Capltal expenditure & funds sources : !
Capital expenditure __ B2ie3|  qmaee4| 3284 47082 132 684
Capital transfers recognised 129127 64404, 84 404 26 003 | 64 404
Bomowing _ _ E _ - -
Intetnally generated funds (368N es2e0f 68280 14694, L ... 58280
Total sources of capital funds 92256 132684 | 132 684 42697 132684
Financlal position | |
Total curent assets 286 096 199 880 | 204026 | at141d ! 204 026
Total non cument assets 1278126 | 1646417, 1646417 T RN | 1646 417
Total cument liabiliies 93 635 35714 39852 94 303 i 29 852
Total non curent liabilties 26 045 2659% | 26598 26045 : 26 506
Commurity weath/Equity 1444542  1783885| 178395 1592 267 { 1783 995
Cash fiow
Nst cash from {used) operating 69415 69415 | 73553 197 980 197 990 19387 73553
Net cash fom {used) investing (132684  (13268%)  (132689) (47 270 {47 210) 235528 | | {132 884)
Nt cash from {used) financing - - - - - 235528 | -
Cash/cash equivalents at the monthfyear end 183 570 153 570 ' 157 708 - . 150 710 707292 ; {83131
! ; | 181 Dys-t |
Debtors & creditors analysis 030Days | 3160Days | 6190Days | 91-A20Days | 1214600y | 164480Dys | 7T | Overtvr | Tota
Debtors Age Analysis N
Total By income Source 4533 2000 | 2120 19152 4568 182 1000 83939 101939 |
Creditora Age Analysia : !
Total Creditors - - = - - - - .
i i !

The table above gives a summary of the performance of the municipality, in terms of revenue and
expenditure, against the approved budgets for specific items. The variance on Property Rates is mainly
caused by the billing that is annually for government departments, as opposed to monthly for other
categories of consumers. This will smooth itself out for the rest of the financial year.
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Service Charges relate mainly to Refuse Collection, where there is a 50% variance of the targeted year-
to-date revenue of R800 000. Management will look into the reasons for this variance, but early
indications are that there is data cleansing that needs to be done to ensure that all consumers that need
to be billed for waste removal are billed, and at the correct tariffs.

b. Financial Performance by Functional Classification

ment - Financial Performance (functional classification) - Half year

EC153 Ngquza Hills - Table C2 Monthly Budget State
T

- 2022/23 Budgel Year 2023/24
Deacription Ref - =~ e B e e ] - i i - et e i ot i et |
Audited Original | Adjusted | Monthly actual{ YearTD actua) YearTD budget| Y70 | ViD T Full Year
R thousands 1 | | _ P ow |
!Rwenue - Functional : i
Governance and administration 365 431 392153 392163 WAL 284344, 196077 88267 5% 2183
Executive and council - - - - ! - - - -
Finance and adminisiration 385 431 392153 392 153 284344 284 344 196077 88267| a5% 392 153
Intemal audit - - - - ; - - - -
Community and public safefy - - - - - - - -
Commiunity and social services - - - - ; - - - -
Sport and recreation - - - = - - - -
Public safety - - - - - - - -
o e e e ) :
Health - - - - - - - -
Economic and environmental services M2 57603 74 741 %8285 38285 | 3740 M5 1% M4
JPlanning and develapment 4811 59021 5992 1570 1520, 290,  (142) 8% 5992
Road ransport 66 416 61611! 65749 B 715 36715 ol T 5% 65749
Enveonmenta! protection - - - -1 - - - -
Trading services i 15849 14820 14820 6298 6293 TAO, (M7 5% 14820
Energy sources i 6585 2618 2618 1894, 1894 1309 565°  45% 2618
Water management ; - - - - I - - - -
Waste water management i n B - - - - - -
Wasie management : 9364 12202 12202 4399 ; 4399 6101] (1702 -26% 12202
Other __ 4 B = ;. Slcee =l = -
Total Revenue - Functional _d2 | amenr|  4mamm. 4707 seet| 2692 W4, BTA5, Wh | 4TATIS
Expenditure - Functiona! : i i
and stmini L aee 309 417 300 447 87550 | 87550, 154708 (67 158) -43% 309 447
Exetutive and counc i 70270 85 185 85 185 25731 32573 282, (10020) 4% 85 185
Finance and administration [ 1388 218533 218533 53762} 53762 09266 | (55505 -51% 21853
Intemal audit i 2262 5609 5699 121 1216 28’ (163 5% 5899
Community and public safely | - - - - - - - -
Community and social services i - - - . - - - -
Sport and recreation : - - - - - - - -
Public ssfety - - - - - - - -
Housing - - - - - | - - -
|Hesith - - - N - - - -
Economic and 103781 109 626 13788 51653 51653 | @28) 2% 13784
Planning and development 30017 31552 31552 15 628 15628 (48 1% 31552
Road ¥ansport i 73764 78073 82211 304 36024 7150 -17% 82211
Environmental protecion | - | - - - - - -
Trading services 804878 136861 113885 42016 42016 {4827y -26% 113 686
Energy souces 10418 15811 15641 5681 5691 | s %% 15811
Wator managoment - - - - - - -
Wasle water management ' - - - - [ - : - -
Weste management 70480 o7 875 | 97875 3135 | 3135, (12803 -26% 57 875
., SRS N WP (.S SUNINS-S ROy, RN S N -
Totsl Expenditure - Funetional = 1 3 _S%6121|  832728) 536886 181219 e .+ .. D02 (89283 3% | | 536866
f {Defick) for the yesr 5 486 58 151)! 58 151) Tl 147708 _(29076) 176778 | -608% | 88151)

In terms of revenue per function, the significant amount of revenue is in finance and administration,
and this is mainly because equitable share is received into that function. The revenue relating to
equitable share has been as expected up to mid-year.

Road transport also accounts for higher revenue as a function because of the recognition of conditional
grant funding when conditions are met for the grant. The mainly revenue is from the municipal
infrastructure grant, and just over R36 million has been recognised at mid-year.
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¢. Financial Performance — Revenue and Expenditure

EC453 Ngquza Hills - Table C4 Monthly Budget Statement - Financial Performance (revenue and expenditure) - Half year

Deacripti e[ | “orginal T aduatea [ o e e e
on nal s ; ! | | Full Year
Outcome Budget | Budget ;wy sctualliYearTD actusl ;YurTD bﬂdw; varianee | variance l Forecast
Ribouands i | ] L w1
Revenue ] | ! ; i i
Exchangs Revenue ! l : I i
Service charges - Electrioty - = =i - - - - ; -
Service charges - Water - - - - - - - i -
Servica changes - Wasis Waler Management S - -! - = - - =
Service charges - Wasie management 4351 1800, 1600 44 404 800! (3%6) o 1600
Sale of Gbods and Rendering of Services 25 793! 793t 12 128 397, (269) (0)! 783
Agency services 4032 7000, 7000 | 2275! 2215 35000 (1225)] o) 7000
Interest - - -1 - - - -1 ! -
Interest samed fom Receivables 82 M 34 402, 02, 157 245 } 0! 314
IMerest from Curment and Non Current Assets 15422 14000 14000 12305 12305 7000, 5305 0, 14000
Rent on Land = =it =4 = = = - 4 o
Rental bom Fixed Assets 34 1859 1850 4621 462 929, {457) (o)| 1859
Lisence and pemits 42 150! 150 : 50! 50 75, (25) o), 150
Operational Revenue m 152! 152! %! 3 7, (0 o 152
Non-Exchange Revenue | | | - I [
Propetty rates 30989 41483 41483 19853 . 19853 074" (1080) © 41483
Surcharges and Taxes - - “ - - = - - ; -
Finas, penalies and forleits 1450 1251, 1251 317 a7 626 {308) (o) 1251
Licence and permits - - = = = ~ 4 - : -
Transfers and subsidies - Operational 322884 337 487 - 341626 2517901 251780 172881 78908 0, 341 625
Inferest 742 4083 4033: 428 423 2042 2182, [ 4083
Fuel Levy = =1 - - = h = - } =
Operational Revenue -1 = - = = - | =
(Gains on dispasal of Assets 1457 4 . 457 - w7} sovo | -
Other Gains - - - - - - - | i -
Disconfineed Operaiors _ .. . 4. | = Sl = N | ] = | i
|1_'qh__lm Revenue (excluding capital tranefers and contributions) T 379 843 410 172 i a3, 292512 i
Expenditure By Type | i i :
Employse relatsd costs | 155 224 183942 188842 75240 75240 . 844710 (9231 o 168 942
|Remuneration of counciliors 24369 2072 20729} 1Hawr 14 257 14860 | (eos)i o 20721
Bulk purchases - electricity = =" = : -1 = = =1 ' =
Inventory cansumed e 147701 Cacl 5505+ 5605 - 7385 (1 aam% o u 7
Debt impaiment - 16363, 16363 | - - 81811 @181 o) 16363
Depréciation and amcntisation 47104 70000 , 70000 - 24017, 24017 35000} {10 983)% o! 70000
Interest 2997 - - = | = - - I -
Contracted services 57533 835 67428 2413 2418 367561  (13338)} o} 67428
Transters and subsidies 1614 2140 2110° 14821 1183 105, 108 Iy 2110
imecoverable debis writen off 12361 53000: £3000 . - - 265001 (26 500) (o) 53000
Operational costs 93918 14476 ¢ 11453 ¢ 306181 38613 5723 (18 svs)l o 114 531
Losses on Dispasal of Assefs = = -1 - = o - [ | 5
Other Losses = s = = == -4 — ! =
Total Expenditure _,_ el . ol Lo wi2te]  mime] s pomy  am | smes|
1o — - =Pt 4 } ] BI29]  ZIOS2| (S9Z8Y) %% | 638
Surplus/Deficit) {16 178) {122 556), {122 556); 111298 111293 (61278) 172674 o] (122 665)
ITransfers and subsidies - captal (monetary allocations) 70414 644041 84404 . 36408 36409 3222, 4207% 0; 54404
Transfors and subsidies - capital (in-kind) 2250 = r - { =N i -
SurplualDeficit) afier capital transfers & contzibutiona 56 486 (68 151)| 158 151 )% 47703} 147703} {20 078); {68 161)
income Tax = = = -1 - = : -
Surplua/{Defict) afer income tax 56 426 {68 161)} 158 151)] 147031 147703 ! {29 078}, 1 {88 151)
Share of Surplus/Deficit attbutable to Joint Ventura o = = - - . i I ] _
Share of Surplus/Deficit attibutable to Minorties 0| TS| ) O | I L -1 b
|Surpluai(Deficit) attributable to municipality 56456 {58 1!1)1{ {58 151)?“ 147 703*‘ 7 7°3-§ @ 076)? ) | _1 (58 151)
Share of Surplus/Defick atiibutable to Associate - - - -t - =1y - i =
Intercompany/Farent subsidiary transactions = - : o ' - : - - ] = | =
(Deficit) for the year 56488 158 1511} 156 151} 147703 | 147703} 128076), : 38 151)

The above table details the revenue and expenditure by type for all the municipality:

Revenue

Service Charges — Waste Management: The revenue generated from this service charge has
a variance of under 50%, where only R404 000 was generated out of the budget R800 000. A
review needs to be carried out of whether the cause is that not all consumers are billed, incorrect
tariffs are utilised, or just the budget estimates were not realistic.

Agency Fees: A total of R2,2 million has been generated out of agency fees, which are fees
received from the operation of the Drivers and Licensing Testing Centre (DLTC). The year-to-
date budget to mid-term was R3,5 million which gives a variance of just over 37%. Tt is difficult
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to pin-point the cause for the variance as there is dependence on the walk-throughs in the centre.
There is possible improvement on the performance as the operations of the DLTC become
known by the broader public.

Interest Received: This is interest received on amounts held by the municipality in its main
and call banking accounts. Up to December 2023, a total of R12,3 million has been generated,
out of an expected year-to-date budget of R7million. Management needs to closely monitor
the cashflow of the municipality to ensure that excess funds that are not readily required are
placed on accurately registered financial services providers to earn even more interest.

Property Rates: R19,6 million has been generated from Property Rates out of the R20,7
million year-to-date budget. The slight variance on this revenue stream is created by the annual
billing of rates for government departments. There is no need to adjust this figure as it will
smooth out by year end.

Expenditure

Employee Related Costs: This is expenditure on salaries and allowances of employees of the
municipality. An amount of R84 million was budgeted for the period up to December 2023 for
the employee related costs. As at December 2023, an amount of R75,2 million has been spend
on this expenditure item, giving a variance of R9,2 million. An adjustment needs to be
considered considering that even if the current vacancies are filled, the expenditure related to
those would not reach the variance.

Remuneration of Councillors: An amount of R14,2 million has been spent on the
remuneration of councillors, as opposed to the R14,8 million year-to-date budget that was
allocated. This results in only a very slight variance.

Contracted Services: A year-to-date budget of R35,7 million was set aside for contracted
services, however only R22,4 million has been spent, resulting in a variance of R13,3 million.
A detailed analysis of this expenditure will be done with all departments to determine exactly
where adjustments need to be made.

d. Capital Expenditure by Municipal Vote

The main capital expenditure within the municipality is located in the Technical Services Department
and is mainly on roads infrastructure. The table below gives a tabulation to this fact, and that a total of
just over R47 million has been spent on capital expenditure, and that R35 million of this relates to road
infrastructure.

Of this expenditure, R28 million is grant funded, whilst just of R14 million of it is funded from
internally generated funds.
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EC153 Ngquza Hils - Table CS Monthly Budget S 2 Expendture (munlcipal vota, functional classification and funding) - Hall year
T = ¥
Vot Pscriptian | Mt :ﬁ::-« Original Adjusted | Monthly actusl| r:ﬂg:u:.'. i?f:n budget. YD yio© T Fail Yesr
R thowusands 1 ! | Loy
Ml Year expendire appeopriation z | ! i f '
Vots 1- Govemance and Administation - - - - - - - -
Vots 2 - Commnmty Servicss and Public Saety - - - - - - 1 - N
Vote 3 - Economic and Environmental Services | - - - - - - } - -
Vote 4 - Trading Services | - - - - - - - -
Vote 5 - Technical Servioes | - - - - - - - -
Vote 8 - | - - - - - - - -
Vote 7- ! - - - - - - - -
Vote 8 - i - - - - - - - -
Vote 8- 1 - - - - - - - -
Vot 10 - - - - - - - - -
Vete 11+ - - - - - - - -
Voie 12- - - - - - - - -
Vote 13 - ! - - - - - - - -
Vote 14 - | - - - - - - - -
Vs 15 - i - - - = | - - -
Total Capital Multi-year sxponditure lar - - - - - - - -
Bingle Year expenditure appropriation , 2 § :
Vate 1 - Governance and Adminisiation | 2 128) 135! 13725 ; 9460 2480 €883, 2507 6% 13725
Vote 2 - Commarity Services and Public Safely | 120 1180 7780 50 760 80! (3130 80% 7780
Vote 3 - Economic and Environmentsl Services | an 0| 500, - - 20 (250 -100% 500
Vote 4 - Trading Servicas 49 4118 anag 1633 1833 209, @®) 1% 4118
Vote 5.- Technical Services 63856 106 561 106 561 § 35 030 35030 Wl sy % 106 561
Vot 6 - - - - - - - - -
Vote 7 - - - - - - - - -
Vate 8 - - - - - - oy - -
Vote 9- - - - - - - - -
Vote 10 - - - - - - - - -
Vots 11 - - - - - - - -
Vote 12 - - - - - - - - -
Vats 13- - - = - - - - -
vote 14~ - - - - - - - -
veets- 4 =ul - e it - —ed =
Total Capttal single-year exp - 4 62183 132884 132 684 47,082 B 2% 68
TotalCapitel Expendityre 4 82183 132684 132584 a2 arue e3e2i  (192e0) .29% 132684
Caplial Expenditure - Functional Classification N
Govemance and administration (2 128) 137128 13725 5480 8480 68631  2557) 3% 13725
Exeoutve and council = 300 00 5400 5400 1500 5250 0 300
Finance and admiristration 12 128). 13425 13425 4080} 4000 8713°  (2653) (o 13425
Iniomal audit - - -1 =) - — - ' =
Communtty and public safsty 2425 - - - - - : - -
Cammunity and social services 8574 - -1 -1 . | - B
Spor and recrestion 12851 = = -1 = - - ! -
Public safely = 4 -/ - = o | - ! -
Hegith = = - - o - - -
Economic and snvironmental eervices 8413 107 081 107 061 | 35030 35030 538311 (1500 -35% 107 064
Plering end development o 500 500, - - w0, (250 o} 500
Roed tranaport £3856 106 541 , 108 561 | 35030 35080 53231; {18 251)! (nﬂ 106 564
|Environmertal protection - - -, - - - - i =
Trading ssrvices 17487 11298l 11098 mni 2593 59490  (aasel  56% ! 11898
Energy soures 15397 a9’ me: 1833 1833 2059+ {226, o 4113
Water mansgement - S e : - - = ’ - : =
[Waste water management - = - = - - - ! -
Waste management 2070 7780 7780 780, 760 3890 : (3 130) 0l 7780
|Qther S S = _,_-_._.:..f..___-l__“_- _____ = = _+ e Tl
Total Capttsl Expenditure - Functional Clesaificstion 3 100 267 132884 | 132 884 | sToez 47082 sz (moso) om | 13260 |
Funded by: I ! :
Nakional Govemment 127 568 84404 B4 28003 w00 2202 {4199 o} 404
Provincial Govemment 1539 - = -1 = = i - ! -
Distict Muncipalily - - - - - - - ! =
Trensfors end subsidies - capital {monetary allocations) (Nat/ Prov Departm Agencies, | - =1 - - { =) = - i _
Transfars racognised - capital 128127 Ba404 ! s 28003 | 28003 nm| e 4 | e
Borrowing 8 - = -1 = = : - ! =
Internally genersted funds - i) (36.871) €8280 6 260 14634 : 14834 MU0, (19445 o) 58280
Total Capital Funding I 92266 126841 132684 42607 | 2697 es32!  paeesy ew | 132684 |
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IHLM Section 72 Report — 31 December 2023

PART 2 - SUPPORTING DOCUMENTATION

1. Debtors’ Analysis

EC153 Ngquza Hills - Supporting Table SC3 Monthly Budget Statement - aged debt Half year
Description | . e e ) Budget Year 2023124
e - r Year20 _
: i
c:e 0-30Days | 31-60 Daya < 6190 Days | 91120 Dayn E 121-150Dys | 161-180Dys | 1810ye-1¥r | Overt¥r (Totsl :":f'w e
R thousands I | i
T H 1 '
Debtors Age Anslysia By Income Source : 1 i
Trade and Cther fom ions - Waler 1200 - - - - - - - i ) - -
Trade and Other Receivables fom Exchang jons - Elecricity 1300 - = = = = = = . - -
g from Non ions - Propery Rates 1400 273 1 191.; 1189 1110 3788 1044 200 ! 73065 85 066 79 807
Receivahles fom Exchanga Transacions - Waste Water Management 1500 - - - - - - - = - -
Recei from Exch: ions - Waste Manag 1600 2% 10 l 109 107’ 108 100 100 ! 10854 N7 11267
Receivables fom Exchy - Property Rental Deblors 1700 - - - - - - - = - .
interest on Arear Debrtor Accounts 1810 1500 740" 842 896 (<] 878 - - 5152 [ 2070
Recoverable unauthorised, imegular, huitiess end wasteful expenditure 1820 - - - - =) - -, = - -
Oher | 1500 | = (ST US| | N ([ | = Gl 1 L1 I |
Total By Income Source | 2000 | AEr 2040, a0l 1918} 368 | 1824 10001 893 1019m 93248 |
[2022/23 - totala only | - - - - = = | B ]|
Debtors Age Analysls By Customer Group ! : ! | i [
Organs of State 200 138 7, G 50 2726 50 13! 427 7454 7086
‘Commercial 2300 3145 1374 1347:' 1284 1264 1152 680; 47 184 57430 51564
Hausehaids | 2400 128, 593 568 581 5771 &2 07; 3253 37055 ue®
Oher | 2500 =1 s ‘Jr — 4‘. - e | = =) | (]
|Total By Customer Group B | 2600 45 2040 ! 2120 1915° ases! 1824 1000 ; 899| 1019m| 3248 |
The Debtors age analysis shows that the municipality is owed an amount just over R101 million, R93
million of which is over 90 days. The municipality must therefore work on strategies to ensure the
reduction of the amounts owed and ensure that the debt is collected from consumers. This will be done
through the implementation of the debt and credit control policy.
2. Creditors’ Analysis
EC153 Ngquza Hills - Supporting Table SC4 Monthly Budget Statement - aged creditors - Half year
Description NT [ —_— : r el e e ———..|Prior year tols
s - | M- | M ‘ o - 121~ 181. | 191Days- Over 1 Total | for chart (same
R thousands | 0w | s0Days | S0Dayx | 120Days 150Days | 180Dy ! 1 Year Yesr period)
Creditors Age Analysis By Customer Type [ | { 5 .
Bulk Electicity - - =Nl N - b - - - .
Bulk Water - - -1 - -1 el - - - -
PAYE deductions = = = - -1 = a - - =
VAT {outpud less input} - | = 1 - - - | i N _ _ _
Pensions / Retiement deducions - ; - ; -1 - =i =t - - - -
Loan repayments - =1 - - - | =i} - - - 3
Trads Craditors -1 = S -} ~t =al - o - -
Auditor Genersl = | = 5 = =] - - - - -
oo S O | | B W S G, T - =
Total By Customer Type - - -1 LT T N 1 o1 - - N

Management has put measures in place to ensure that all creditors are settled as they fall due.
however requires close monitoring and ensuring that creditors reconciliations are performed to
determine the accuracy of what is being disclosed, versus what the service providers are saying.

3. Investment Portfolio
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IHLM Section 72 Report — 31 December 2023

INQGUZA HILL ACCOUNTS FOR 2023/24 FINANCIAL YEAR

ACCOUNT |BANK ACCOUNT TYPE |ACC NAME BALANCE RECONS

NUMBER | ! PO, : :

| 62224175712|FNB Cheque account Ingquza Hill 195,161,261.94|31/12/2023
62219877836|FNB Call account Ingquza Hill 248,023.69|31/12/2023

Operational

62231473761 |FNB Account Ingquza Hill 66,676,293.92(31/12/2023
62231474537 |FNB MIG Call Acc Ingquza Hill 4,744,328.53|31/12/2023
74233699310|FNB DME Call Acc. Ingquza Hill 50,045,879.97(31/12/2023
62792758503|FNB Plant Call Acc |Ingquza Hill 39,102,930.82 |31/12/2023
63028949254 |FNB Call account Ingquza Hill 1,290,650.73 |31/12/2023
63028944486|FNB Call account Ingquza Hill 233,763.67(31/12/2023

| 63028945525|FNB Call account Ingquza Hill 2,196,486.82|31/12/2023
63028948214|FNB Call account Ingquza Hill 787,953.07|31/12/2023
63028946599 |FNB Call account Ingquza Hill 1,219,066.07 |31/12/2023

361,706,639.23

The municipality does not have an investment portfolio in the strict definition of investments, but rather
funds that are currently not required for service delivery are placed on short term deposits, and therefore
form part of cash and cash equivalents. The following table shows a summary of those cash and cash
equivalents at the end of December 2023, which indicates a total of R361 million:-

4. Allocation and Grant Receipts and Expenditure

The municipality receives several conditional grants, where conditions set by the funder need to be
met before expenditure is incurred. The following is a table that shows the allocations, the amounts
received, and the expenditures on the received allocations.

% spend of  |% spend of
Grant Allocation Received Expenditure amount budgeted

received allocation
Municipal infrastructure Grant 64,854,000.00 50,731,000.00 35,458,203.00 70%) 55%
Finance management grant 1,700,000.00 1,700,000.00 399,148.00 23% 23%
EPWP 1,184,000.00 828,000.00 3,872,165.00 468% 327%
LG Seta 1,500,000.00 475,093.00 309,060.00 65% 21%
INEP 2,618,000.00 1,400,000.00 1,893,809.00 135% 72%
Library Grant 800,004.00 800,000.00 243,655.58 30% 30%
Disaster grant 4,138,042.00 4,138,042.00 2,608,391.00 63% 63%
Total 76,794,046.00 60,072,135.00 44,784,431.58 75% 58%

Municipal Infrastructure Grant (MIG): The municipality was allocated R64 million for the financial
year, R50,7 million of which has been transferred to the municipality. R35,4 million has been spent
giving rise to 70% expenditure on the received allocation and 55% on the entire allocation to be
received.

Financial Management Grant (FMG) — The municipality has received theR1.7 million FMG full
trench that is meant to finance interns and Finance related programs. The year-to-date expenditure is
sitting at R399 000 as at the end of December 2023,

Expanded Public Works Programme (EPWP) — The municipality as part of national program to
create job opportunities, is receiving funds for expanded public works program and the budgeted
allocation for this year is R1.1 million. The municipality as at the end of December has reccived the
second trench as per DORA allocation. The municipality as at the end of December has spent R3.8
million which is 327 % of the total promised amount.
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LG Seta — The municipality is part to LG Seta grant for skills development, learnership agreements and
study fees. The municipality has received an amount of R475 000 and an amount of R309 000 has been
spent as at the end of December 2023.

Integrated National Electrification Programme (INEP) — The municipality has received R1 400 000
rand for the first trench as per DORA allocation and as the end of December the expenditure is R1.8.

Library Grant — The municipality as part of the additional mandate as funded by DSRAC has library
grant meant for library activities, employee cost and trainings. The municipality received R800 000 in
November 2023, and as at the end of December the expenditure is R243 000.

Municipal Disaster Recovery Grant (MDRG) — The municipality received an amount of R4 138 046
in June 2023 for 2023/24 disaster related projects, as required by MFMA the municipality made an
application for rollover for this amount and will be submitted to National and provincial treasury on the
31st of August 2023. The expenditure as at the end of December is R2.6 million made up of R557 for
rollover and other for the current year. It is also important to note that the rollover grant for this grant
has been approved fully.

S. Expenditure on Councillor Allowances and Employee Benefits

EC153 Ngquza Hills - Supporting Table SC8 Monthly Budget - councilior and staff benefits - Half year
2022123 Budget Year 2023/24
. - -
v e e o e et o e . B
R thouaands - i % o
| _ 1 A B c | D
Counciliors {Polilical Office Bearers zlua Other |
Bosic Sefaries and Wages 19495 19 496 19496 | 11685 11885 2748 1917 20% 19.496
Pension and UIF Conibutions - - -1 = - - - =
Medical Aid Gonbibutions - - - - -, - - -
Molor Vehicle Allowance 2324 8031 8031 1238 1238 301s (1760  -59% §031
Cellphane Allowance 2547 359 3594 1343 1343 1707 s 2% 3584
Housing Allowances [ - 3z 132 12, 12 88 & a2% 122
Othes banefits and aliowances 4 460 468 1 18 234 23 9% 468
Sub Total - Counclllors 25368 | 2721 2721 14267 | 14287 | 14 860 603y 4% 29721
% Incresse 4 2,0% 22,0% ! 2.0%
Senior Managers of the Municipality 3 I !
Basic Satanes and Wages 4788 7249 7249 948 48 ! 3624 (2676)]  74% 7249
Pensian and UIF Contributions 2 95 19 3 3, 10 o 7% 19
Medical Aid Contributions - - - 286 286 - 286 | #DV/O! ~
Qvertime - = - = = = - =
Performance Bonus 2850 3517 3517 1280 1280 1759 ! @) 2% 3517
|Motor Vehicke Allowance 501 t1o70! 1070 383 289 535 (152 -28% 1070
Collphone Allowanics - 08¢ 108 Iry 12, 53 Wy % 106
Housing Alicwances = - - -t = = - -
Other boanefits and sliowancos - 19 18 o 0 0 a0y 8% 19
Payments in tieu of leave 751 = = 54 54 S 54| #ovm ! =
Long servica awords = = - - = - i -
Post.et benefit obly 2 - - - - -4 . - s
Enlertainment - = - - - = - =
Scarcity - - - - - = - -
Acting end post related sliowsnce = = = - = = - -
In kind benefits T et = =5/ e = ) e R A -
Sub Total - Senlor Managers of Municipality 8882 11 880 11880 2965 2985 5990 (3028} -80% 11980
% Increase 4 34,9% 3,9% ! 34.9%
Other Municips! Staff
Basic Salaries and Wages 80 131 99 002 90002 45806 | 45 808 49 546 (3740) 8% 90082
Ponsion and UIF Conlibiutions 13015 16277 16 277 so14 6934 ! 8130 (1226  -15% 18277
Medical Aid Gontributions 8087 8810 8810, 4059 4050 } 4405 346)] 8% 8810
Overtme 14001 12051 12051 s, 5721 6025 @) 5% 12051
Performance Bonus 3500 4233 4233 1688 | 1888 2116 (428)  20% 4233
Motor Veticle Allowance 10573 9184 9184 4szei 4328 4592 288 6% 8184
Celiphone Allowanoe 599 003 803 335 | 335 302 Bl 1% 803
Housing Allowancss 4607 4448 4448 . 2472 24721 2224 28] 1% 4448
Other benefits and allowances 9 o 641 22! 2 32 o) 32% 64
Payments in lieu of leave ™ 17 117 21 2 59; @n)  sa% "7
Long service awards 554 508 508 158 156 25¢ ©8) 9% | 508
Post-refirement benefit obligations 2 1173 1055 1085 160" 169 528 (as8) 68% 1086
Entertamment - - - - - - - -
Scarcity - - - . - - - -
Acting and post relaled aliowance 300 520 520 565 | 585 260 325 125% 520
in kind benefits — =l £ o e T T T -
Sub Total - Other Municlpal Stall 147 343 186 962 156 962 72278 | 12278 78 481 @208 8% 156 962
% incroase e 4 LT L R S | 1 8%
Total Parent 89497 | T} 158 883
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The table above shows the expenditure by the municipality on councillor allowances and
employee related costs.

A total of R14,2 million has been spent up to the end of December 2023 on the remuneration
of councillors. This is based on the regulations on upper limits on the remuneration of
councillor as issued.

The salaries for senior management for the period up to December 2023 are a total of R2,9
million of the budgeted R5,9 million. The variance is caused by the vacancies that are still not
filled in the senior management positions, as well as the fact that the filled positions were only
filled in August and December 2023,

Other municipal staff were budgeted a total of R78,4 million for the period up to December
2023, with expenditure of R72,2 million for the same period. This has given rise to a variance
of 4%. There is a significant expenditure on the overtime, with a total spent for the period of
RS,7 million. Management needs to determine the causes for such overtime and ensure that
there is close monitoring and management of this expenditure, to ensure that it is accurate and
appropriately approved or authorised.

6. Cashflow Statement

The cashflow statement depicts the inflow and outflow of cash in the accounts of the municipality.

EC153 Ngquza Hills - Table C7 Monthly Budget Statement - Cash Fiow - Half year

Descripti Ref| %’” | " oniginal Adjusted | ulge st LS. YD Yo | car
jon inal u i i i L Full Year
. Outcome ‘::gdgel B{ldgn Monthly m“% ekl waTD degﬂ% vasiance | variance : Forecast

R 1 l ! ! % !

CASH FLOW FROM OPERATING ACTIVITIES | i i ! | | |

Raceipte i i i ! I

Property raies 5260 35260 | 35260 367 20357 760 N7B] 6% i 25 260
[sevioe charges 1674| 16747 1678 6% 084 - s v 1674 |
Other revenue 9954 9854 9954 412 a1 = a1l ooV 9954
Transfers and Subsidies - Operational 337 487 39T487) 341625 249183 219163 - MBME3) DNV |, 165
Transfers and Subsidies - Capital 84404 54404 - 84404+ = - o7, (@) 00 | 64404
Interest 14000 14000 ; 14000, - - = - ! 14 000
Dividends - - = = =1 0 () A% | -
Payments ' ! i ? | F

Suppliers and employees {39% 365) (393365 (303365) 85 348): {85 348)) -1 esue| sowo (393 385)
Interest - - - - - - - ) -
Transters and Suosich & SN [ cHNS. SR ST (S, N I
NET CASH FROM/(USED) OPERATING ACTIVITIES | 8415 89415, s @] o7 saoTT 19397 (178684) 5219 73553
GASH ELOWS FROM INVESTING AGTIVITIES ! ! ! |

Roceipte i ' j %

Proceeds on disposel of PPE - - -1 - - 33H Q033 100% -
Decrease (nerease) in non-curment receivables - - - = - 1 -1 - | -
Decoase (i ) in non-cument i = = |; — = - 2N, (2208 100% =
Payments : i j : ;

Capiatasses | |  cmss| (ses) (132 684)  _gromey v -y ,@ZEQ_EO_N'@!__; (132884
NET CASH FROM/(USED) INVESTING ACTIVITIES - (132 684) (131&5;1' iy ggga_a_l)jI {1 710 Wiz mswml eaTssl eew | (132684
CASH FLOWS FROM FINANCING ACTIVITIES | ! ! {

Receipts i i !

Short term loans - - - - - - - ! -
Bomowing long termrefinancing - -} = - = | = - -
[ [ Vin deposits - -1 - - - mEsm, (255)] 0% =
Payments ] ! ! i |
Repaymentotbomowing - el | =4 = S - . . =
NET CASH FROM/(USED) FINANCING ACTIVITIES B - - =] :_1 _________ = | mews| osesl ook [
NET INCREASE/ (DECREASE) IN CASH HELD (83 289) 188 269){ [ 160710]  4s0462 i {59 134)|
Cast/cash equi 2 baginni 216 840 26840 216840, - 216840 : - |
Ceshicash equivelents at monihyesr end: 153 570 153570 1 157708 | sorol  rorom : 9 131)|

23



IHLM Section 72 Report — 31 December 2023

Recommendations

24

That the Mid-Year Performance Assessment submitted in terms of section 72 of
Municipal Finance Management Act (Act 56 of 2003) be noted for onward submission
to National and Provincial Treasury.

That the SDBIP be reviewed in line the adjustment budget and consider the monthly
revenue projections and issues raised by AG.

That Departments to re-align the Mid-Year Review to Monthly Projections of
expenditure on the Operational and Capital Budget based on the Mid-Year assessed
SDBIP’s.

That the Budget and SDBIP’s be re-aligned to the organizational structure in terms of
powers and functions in the 2023/24 financial year, to ensure improved high-level
reporting aligned to the budget.

That the Mid-Year Budget Review (as presented by the Mayor/Manager) and the Mid-
year performance assessment, and the recommendation contained therein be approved
for preparation of an Adjustment budget for the 2023/24 and the review of the SDBIP’s
accordingly.

That revision on the SDBIP’s forming part of the Mid-Year Assessments (where
applicable) be approved, and Performance Agreements of section 54/56 employees be
amended accordingly.

Review on the Top layer SDBIP Scorecard be undertaken, and focus be on Strategic
KPIs, Legislative KPIs in line with the IDP and Budget.



INGQUZA HILL LOCAL MUNICIPALITY SECTION 72 REPORT 2023/24

MUNICIPAL MANAGER’S QUALITY CERTIFICATE

I, V. C Makedama, Municipal Manager of Ingquza Hill Local Municipality, hereby certify that
Section 72(1)(a) Report and supporting documents for Mid-year performance have been
prepared in accordance with the Municipal Finance Management (Act No. 56) and the
regulations made under the act.

Print Name: V.C Makedama

Municipal Manager of Ingquza Local Municipality

Signature: /1 %

Date:

SECTION 72 QUALITY CERIFICATE 2023/24




