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Glossary

Adjustment’s budg!et (ADJB}- Prescribed in section 28 of the MFMA. The formal means by which
a municipality may r%évise its annual budget during the year. '

Aliocations - MoneTy received from Provinciel or National Government or other municipalities.

Budget — The three-year financia) plan of the Municipality.

Budget related po
include tariff policy,
Capital expenditur
capital expenditure 1
Cash flow stateme
Municipality. Cash

icy ~ Policy of a municipality affecting or affected by the budgst, examples
rates policy and credit control and debt collection policy.

e (Capex) - Spending on assets such as [and, buildings, and machinery. Any
nust be reflected as an asset on the Municipality's balance sheet.

nf - A statement showing when aciual cash will be received and spent by the
payments do not always coincide with budgeted expenditure timings. For

example, when an iTwoice is received by the Municipality it is shown as expenditure in the month

it is received, even t

DoRA - Division o%

national to provincia
Equitable share — A

free basic services.

hough it may not be paid in the same period.
Revenue Act. Annual legislation that shows the total allocations made by
and local government.

general grant paid to municipalities. It is predominantly targeted to help with

Fruitless and wast
avoided had reason
GFS - Governmen

facilitates comparisc

oful expenditure — Expenditure that was made in vain and would have been

able care been exercised.

Finance Statistics. An intemationally recognised classification system that

Ins between municipalifies.

GRAP - Generally Ffecognised Accounting Practice. The new standard for municipal accounting.

IDP — Integraied De

yelopmen’z Plan. The main strategic planning document of the Municipality

MBRR - Local Govarnment: Municipal Finance Management Act (56/2003): Municipal budget and

reporting regulation
MFMA — The Mun

legislation refating to

MIG — Municipal In
INEP — Integrated

FMG — Financial N

2023/24 Tsantsaba

S,
icipal Finance Management Act ~ No. 53 of 2003. The principal piece of

municipal financial management.
frastructure Grant.

Nafional Electrification Programme

fanagement Grant
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RBIG — Regional E
WSIG - Water ser
EPWP - Expande
MTREF — Mediur
ysually 3 years, bg
includes details of
Operating expent
as salaries and w4
Rates — Local Goy
payable, the asses
SDBIP - Service [
performance targe
Strategic objecti
spending must cor
Unauthorised exg
Virement - A fran
Virement policy -
allowed within a vo
Budget.
Vote — One of ff
appropriation of m
YTD — Year to dat
TEM — Tsantsabar

KPI's — Key Perfom

2023/24 Tsantsaba

3ulk Infrastructure Grant
vices infrastruciure grant
] Public Works Programme

Term Revenue and Expenditure Framswork. A megium-ferm ﬁn;emcia[ pian,
sed on a fixed first year and indicafive further two years budget allocjations. Also
the previous and current years' financial position. |
fiture (Opex) — Spending on the day-fo-day expenses of the Munki:ipaiity such
ges.
ernment tax based on the assessed value of a property. To determine the rates
sed rateable value is multiplied by the rafe in the rand.
Delivery and Budget Implementation Plan. A detailed pian comprisihg guarterly
ts and monthly budget estimales.
ves — The main priorities of the Municipality as set out in the lDiD Budgeted
tribute towards the achievement of the strategic objectives.
venditure — Generally, is spending without, or mors than, an approved budget.
sfer fund in the budget. |
The policy that sets out the rules for budget transfers. Virements ére normally

te. Transfers befween votes must be agreed by Council through an Adjustments

te main segments info which a budget of a municipality is divided for the

oney for the different departments or functional areas of the munici;?nality.

o

e Loca! Municipality

nance Indicators. Measures of service output and/or outcome.
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MTREF —~ Medium Term Revenue and Expenditure Framework. A medium-term financial plan, usually
3 years, based on a fixed first year and indicative further two years budget allocations. Also includes

details of the previous and current years’ financial position.

AR — Assets Register; The register in which all municipality’s both tangible and intangible assets are

recorded in detail.
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1. Introduction
The Municipal Budget and Reporting Regulations (MBRR) are designed to achieve a range of objecfives,
including improving the local govemment sphere’s ability to deliver basic services by facilitating improved
financial sustainability and better medium-term planning and policy choices on service delivery.

This report has been prepared in terms of the following legislative framework:
e The Municipai Finance Management Act — No. 56 of 2003, Section 72,
e and The ML‘micipaI Budget and Reporting Regulations, 35.

The MBRR high!igh}s the format of the mid-year budget and performance assessment. :
"33. A mid-year budget and performance assessment of a municipality referred to in section 72
of the Act must be in the format specified in Schedule C and include all the required tables, charts
and explan'fitory information, taking into account any guidelines issued by the Minister in terms
of section 1f8(1) of the Act” :

The objective of the§e Regulations is to secure sound and sustainable management of the budgeting and
reporting pracfices qf municipalifies by establishing uniform norms and standards and other requirements
for ensuring transparency, accountability, and appropriate fines of responsibility in the budgeting and
reporiing process and other relevant matters as required by the Act. '

2. Legislative Framework

In terms of section 72 (1) of the MFMA, the accounting officer of a municipality must by 25 January of
each year assess tT performance of the municipality during the first half of the financial year.

Take note that the Section 52, Quarterly Budget Monitoring Report will be incorporated in this report. The
requirements of section 52(d) will be met in this Mid-year Budget and Performance Assessmeant Report.

3. Executive Summary -

This report is a summary of the main budget issues arising from the monitoring process. It compares the
progress of the budget to the projections contained in the Service Delivery and Budget Implementafion
Plan (SDBIP).

This report focuses pn both the financial and service delivery performance (non-ﬁnanéial) assessment.
The report was compiled using first and second quarter parformance information of the 2023/24 financial
period. ;

The following categpries provide a consolidated overview of the implementation of tﬁe budget of the
municipality: o
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4, Table C4- E;udgeteci Financial Performance

4.1. Operating Revenue

4.1.1 Revenue by Source

The following table
revenus source) in

s the operating revenue summary of the 2023/24 budget (classified by main
comparisons fo the year-fo-date actuals

Figure 4.1.1 — Schedule C4 - Revenue by Source

Chowse name from fist- Table C4 Monthly Budget Statement - Finaneial Performance {revenue and expenditure) - M05 December
| ann Budget Year 2023124
Description Ref = o
Audted | Orginal | Adusted L ool YeurTD ol ] T | YD varfanee | YTD varianee | PV YO
Cutzome Budger Budget budget Forecast

R thewsands b'e

Revenue

Txchange Revenos
Servics chages - Beevidiy 530 9873 e 535 o s BHE A% Eecke
Service chaspes - Wasr 514 7% TS 7 522 885 peml 4% TS
Servies ek - Wess Wrer M %8B bod] o) 1) 13681 1489 22l m% prsc)
Servics chages - Tass fial e 327 1373 b 5503 iES] M a7
Sa of Goods 2nd Resderig o Servicis. e ) 7] i1 e anm asal % )
g fem Chevest aed Nog Gz flsoes 129 T8 = & 12 3 &
Rercal fom Fied Asses ) =7 =5 H 8 2} & 587
T andf prrmaty 1 1037 w57 - 8 544 o3 -100% 1057
Opereionn! Reveras 15 ol b 0 5= k] # W% »

Non-Exchunge Revenoe -
Prosery rezs U HE %5 k<] 745 7483 gl o% E$-
Sumchavges and Taxes: - - - - - - - -
Pz, prrtiis e i kerj i) pird - 15 =7 % m
Heencs and peenizs i - - - - - - -
Trarziter and e - Cprraional 3 55502 532 - B2 2% f&Ey % 8582
GoEne on disgasy of Assess 20883 1933 39 - 10 9585 @55 -100%% 1933

o) Revenue {mxchding capita] trpafers and 213680 24T 5T5 T 212 161 547 123 788 man % 247 576

I

; Revenue by Source Performance Analysis

i

l e e e kTt Mo A A R § A w4 Mo e wime Aue ¢ A Tm T Ama T T R e Loy A

I

i -

!

! 80,000.00 || - L.l el e

60,000.00 .

40,000.00 YTD Budget

20,000.00 YTD Actuals

1 -

: Property Rates Services Charges Other Income  Transfers and-

| Subsidies -

; Cperating Grnats

i{ ®mYTD Actuals @ YTD Budget

l... . - e e e e e e e SRS S
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Total actual operating revenue to date is R101.547 miflion (Figure 4,1.1) which is less by 18% from the
YTD budget target|of R123.789 million. This generally means that the municipality has generated less
than what it anticipated from the councif approved budgst as of 31 December 2023.

i
The atiribution fo these unfavourable variances by mid-year will be discussed further in figure 4.1.3 ~
YTD Variances. We then look at the contribution which revenue sources make fo the fotal revenue

generated.

4.1.2 Revenue Sources Contribution

Figure 4.1.2 Source Contribution to Total Revenue |

- YTDActuals

YTD Budget

Property Rates T T T iamon 7400 395200

Services Charges 55210.00 6151800 - 570300 i 54%
Other Income 1180.00 1143700 - 10257.00 | 1%
Transfers and Subsidies - Operating Grnats 23722.00 3295100 - 9229.00 23%

101547.00 123789.00 - 22242.00

As shown above, there is generally four revenue sources which Tsantsabane Municipélity generates iis
revenue from, services charges at 54%, followed by governments grants at 23%, property rates af 21%
and lastly other income at 1%. Below is the detailed schedule that indicate each individual source
contribution to the total generated revenue.

Choase name from Jist- Table C4 Monthly Budget Statement - Financial Performanee {revenue and expenditure) - M0S December
orriral Budget Year 205724
Deserpsion Bl fudted | Orgind | Adjsted Moty sctual) YeurTackal| 0 | ¥TD warbanee YTDvasianse m:at B i
Ounzerne Budget Budpet Budget Forent,
Jﬂme

R thausands %o %

Exchange Revenpe .
Service chumges - Blecidhy e85 Bt ) ®ER 5305 B = % | =% B
Service chumpes - Waer B s s 7% 529 £3:-3 BER  f% 1 U
Sevict crgas - Vet e Moragesmies wm| 2m P 22 sEd nee ! oem ] ows 2%
Servioe charges - Wars mengamen B By f<¥14 137 3w 55R TS 2% - o 37
Srte of Goods o4 Rendaring of Servets & 0t oH 1 28 a0 am W% 7% e
rerecs o Cureereard Nen Cument Asss 120 b o o 10 £} [ o
Rarnad fom Foeed Aseee 5 557 7 & 2% = & 2w 1 37
Vicarge ard panvin 1 1937 14 - ] 1] o -0 ‘ 3 1087
Oreregonal Ravene b 0 'm B 5 B H| Tw o o

Non-£xchange Revenue - ; 0%
Propany s M ' EE= 235 2488 TG sm| o | s
Surchmnes and T - - - - - - - o .
Fs, peratios ond s W z 5 - E W5 | mwm o m
Lssmee ond perriz 11 - - - - - - % -
Trorzirs oo sedeiies - Operesonnt 5534 s o) B35 pges) R L B% % 30
s on lopod ol s 0% 93 k<) - 2 955 G5B 0% o 1533

 Toh! Revenue (scluding apital transfecs and 130 758 257 576 2587 o1 347 hrigi- 22241} 8% 247576

trontxibutions)

&
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The above spheduie_ reflects how individual sources of revenue performed to the total actual revenue of
R101.547 million generated. As seen above, an indication is that:

4.1.3 Revenue YeanTo-Date Variances

Figure 4.1.3 Revenue YTD Variances

Choose name from liat- Table C4 Monthly Budgef Statement - Finaneial Pefformance (revenue and expenditure) - MOS December

s N 2D Budge: Year 202374
on Cor
::;“:e c;';::‘: A:,;:d Momhly aetual} YearTD sctual :::: YTB varianee | 70 varionie, i':;:

R theusonds. .

Revegue

Exebange Revenue
Servioe cherges - Bty R57 6541 w5 535 Aoy £ o 2873
Service charges « Woar BN s 7S 7 52 B ganl e THE
Sevies hirges » W Wrse Mangiowrs 53 2% P 25 - 1145 27 1% P
Sevis ctmges - Woses mesagems BRI Ay nay 1 M 568 T Bar
Seir of Goodks amd Renderig of Senvices Eorg @t 0 7 2 T gEm e ot
Irasct bom Crmm 2o Now Gt Aoy 128 ™ w & 1582 m T
Rt foen Fixed Agson 3% 87 37 3 78 ] & 2 587
Licares ard parmi 1 1037 T8 - ] 54 {543 -160% 1087
Opraior! Revers b1 ™ il 2 £ Bl oo il

NonEzchangs Revenue - . |
Propery e 46T Hu B 235 2143 745 39| o A% |
Surchanges a0d Taxes - - - - - - - -
Fires, panating o s w ey = - L % B mm B2
Licancs end pams 11 - - - - - - -
Trenshes v sbriies - Cpeaiont 536 592 8587 ey BIR 2% ey B
ek en Eopostl of Assmx N4 wml wm - 1 4655 g5l e 1930

Toh! Revenve [meluding capit! tranafers and 21350 MT 5T 247578 25387 1547 1878 2 2413 E% 24T 576

eontributions}

Revenue budgetefi for Property rate and service charges form a significant percentage of own
Revenue source of Municipality, 65 per cent of the total revenue hudget.

The following are|the secondary revenue item categories reflecting a positive and negative

material variancej

¢ Property rate i

1 23% favourable variance

o Service Charges: - 13% unfavourable variance

« Transfers and Subsidies: -28% unfavourable variance, this transfer excludes capital

transfers (Surtendered Unspent Granis).

e Other Revenug:

o Licénces & Permits and Fines & Penalties - Unfavourable (Adjusted at yearend

onee annual books from traffic are prepared)

o Sa!gs of goods and services experience slow start in the first half of the year.

o Interest form current and non-current investment is mainly due the maturity
date of & long-term investment that only accrued interest in May annually.

o G%in on disposal of asseis is overstated in budget and this will require
adjustment. This is based on the expectation of land being made available and

2023/24 Tsantsabane Local Municipality Sec 72 Report

.. . .
aug:tlon off of non-service and essential assets.




4.1.5 Debtors’ Ageing Analysis

Chart below indicates an increasing debtor, from R411.73 million (September 2023) to R415
03 million by the end of October 2023 and again increased from R415.03 million (end of
October 2023) to R416.99 million by 30 November 2023. With another increase from
November to December 2023 at R421,510million

There is still outstanding account allocation of the kolomela housing and ren’cal that can be
attributed also fo the steady increases.

Figure 4.1.5 Debtors’ Ageing Analysis

Gross Debtor

Figure 4.1.5.1 Debtors Ageing by Source

Indicated in the Table below are the age analysis by Revenue Source and Cu?tomer
Grouping. ‘

Debters by Income Source ;

i Ratio
) : , over
Days: ‘Cament 30 Days £0 Days 50 Days 120 Days 150 Days 180+ Days 1 Total outstanding
e ot pmom Lhmowt o cAmount o chmount | Amount Amaunt Amount
Advanced Payment 2185519921 ; 000 000 2185510821 -5%
Ratas L 4534867 192275330 1R37 38026 ) 1,935,5;:’ 81 T,?Z_l,g&_ﬁ'._ﬁ's_'” 153380833 B780L7118 i 25%
Flectricity 135896434 T34 86,658.74° 87,88.81 122587.08 9799496 10,772,749.65 | 13 502,325 83 3%
Water Lo POALDT O SUAGAE AN MBI WIS LB MBSO - Gacsngs 3%
Sewerage : 5,034,098.08 235459537 LJTI8%R130 220840804 217108290 193938035 123,67, 138 153,042.68 3%

Refuse | 3OTELS  LAILE9350  136B40355 13005845 13063TMA LISLOALIE  TATILI9LET - BRA512I001 20%
Stnries ) 159,798.37 43 055,78 303496 2958355 13293334 514 SANALT: ¢ 574236068 %
Totals _ CTOSTRIAGY 647851 SRET96N5)  S0GSRES  11505386.28 49%,083.83 33390350439 : 42151066475

Above table also indicate that most of debtors are continuing to age 1o over a year! 180+
days because of decreasing debt collection rate.

10
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Figure 4.1.5:2 Debtors Aging by Customer Classification
Table below is anjoverview of aged debtor by customer grouping.

84.3% of gross debtors is owed by non-paying residential consumers, followed by industrial
with 5.9%.

Supporting Table aged Debtors by Customer group

) IBﬂ*Days
Bushess ‘__.1; i 644 28264 RI3GA4STSL R40OOOB3L:  RI9B2CIT: izl R41101827| R 2125431} Rassazms 28
Choch 0 RS RBYLO RIS RTIBSL RIS REMI REALTE  RSRELE| 0%
Rmo D ROSMAES ROIDABI  RISMAN  R1Z4BSY RGN 2B RIBIBI MITRMR4S 23
Goverment . RoEEs  RGRENAL RGN RIVIMAE  RIWOE  RVMLMESH  RIUGIBET  RETAMBI 234
“Industrial | RMTSMLIL RGBS RVONSS  RMBYURE  RIDILY RSESNLEY  RIBIBE. RBEIMEI 5%
Munkpsl Im REBI324015 RIZISSCZ  RALASLIY R4LOTBAE:  RIVAB RISEBN RISM3L RTINS 21
Unlocated T RBEIVB RZAG RO ROGY  ROM R0 ROM BB 01
Residental ! RBSIISME RTINS RIS RAEAZRTT R46379m79 R4552 509,831 R4?6511297‘ Raalsnsseﬁﬁog 843%
‘Schaol i REMEMIE R3O R 000 RO R 0.0 R 000 ROOD  REATIEL 0%
Tota! DISIOGEATS  IOOTAIAE  GAIAMSD  SAUISOIE)  S7SA0SMES  1SG6RR6IR  ASUGORIEY IOBSMA

The 84.3% of total debt owed by residential is a substantial portion of irrecoverable, stagnant
debt which distorts the debtor's book that need {o be written off. There is also a large number

of deceased accounis with a mixiure of indigent household.
Anzlysis per Area
Cash inflow analysis

The table below depict fotal cash received for the month, R8,509 million, from billed service
charges and from/prepayment services, water, and electricity.

s wn M S B el
ey | UKT JEMO DS NBEN SURG GIMO RIS M0
Pepllitiy Whowt | 735132 CURMI MY AR WS UMD RIS LS
;rEPa%dElemﬂrw-OmecSY Q SR BT MY TN WM WIS WS BR
gl S0t | zmzms' T TS DR OB SEE M5 B
et | amsﬂso UGS MR WD WA WD SUSK

Collection rates calculated over the billing raised for each period inclusive of advance revenue
in the form of prepaid services, show the following collection rates per 6 months under review.

11
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Overall Collection rate all inclusive collection i

Conventional
& Prepaid Billing {excluding
Collection Adjustments)
Conventional Month retes :
,,,,,,,,,,,,,, LAITH o o i e AMTESLA801% IDOSZEBEIE e s,
40.57% Aug-23 111.10% 7,318,624.15
73.33% Sep-23 145.97% 7,146,351.51
56.78% Oct-23 120.05% 7594350.44

Ta217% : Dec-23 102.78% £,279,311.90

Supporting table of collection rate for six-month

W;Tghied
Weishted Rates  Rales
Opening Balances Biiing Journal Corection TofalBling ~ Payments  ChsingBafancas forMonth “forthe yer
iy WP LWL SRV BEIGAIS 650 A059R4RN Wi 056y
Angust 22 ‘ o AENRMRE TEBNLE T SR T T3BEMD SURRN MBS LTV Y
Septente 3 | | UMNS) THERMS CKZMN BERE SMSRE MBRSS B 10
Cetober 23 173831346 759435044 JOAE  TESLLE. AWAY 4503787098 55.78%. 1.08%
lomimd | SER SUADS LGOS SAISI SBUY GRMSR:  BSY W
December A 4630243430 BIM3UN  EBLAT TRE0TME 304800 £2510664T L.10% 0.78%

Chart to depict a decreasing collection rate of the six-month period ending 31 E?ecember 2023

Collection rate for six months {Billing system only)

73% - ‘
) 57% — B66%
I

4
\

Juby August September October November December

Collection Rates per Customer Groupings

Below table indicates a bigger tranche of cash was received from residenﬁa[ cusiomers,
R1.687 million followed by business custormers with R963 019.

12
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" ;Levfes

Area Start ‘ {orrections Fayments -Billing After Comection Ead %Pay Units Levied  ‘Unifs paid
Bebes . USAGHE URIAN LN mmk  ummy  0mmd B @ O
Curch L OEISBE BESS amMs  gmB nen smann s ® 2
fam s sy wmis agsit | masn umacs EX I
Sovement SSTSELEE  MOEN MM e DT 950 n3% B %
distal BIESH ESE AN a3y WG uISHM BT & R
R MMDDG MEM %S mmE umn mgwes  omm g g
e s e w0 T  w  wme o ‘
Fesidental BTG BIPAE e amma SeEs mmsky me ume i
ool LTS T4 00 451 THOE GHGM3E 5.0 3 1
UELMN RN L MM RIS ZsnEs u% % 108

Above table indicz
accounts, 366 bus

4.1.7 Electricity Di

stribution Analysis

Table below indics

tes that 11 814 residentials were levied but only 804 consumers settled their
Sinesses were levied only 124 businesses settled thair accounts.

tes that 1.908 million units were purchased from Eskom as of 31 December

2023 with 1,83 million units distribuied to consumers, a distribution loss of 4% under month
ber 2023).

reporied, (Decem

Totaf Units Total Units
ici %
Purchased Municipal Consumers VETA Distributed
MONTH Convention| Pre-paid Conventionl Pre~paid
jul-23 2,521,122.00 221,116.00 90,557.90 576,824.87]  1039,539.26|  1928038.03 24%
Aug-23 2,551,943/00 208,164.00 98,482.00 636,134.22)  1,010,520.74|  1,954,300.96 25%
Sep-23 1,957,200l00 14,593.00 81,757.10 553,085.27 857,347.11|  1,615,582.48 17%
-Oct-23 2,459,776.00 20,974.00 77,517.00 644,144.15 948,001.90{  1,650,637.05 31%
Nov-23 2,137,955/00 240,651.00 119,548.00 541,433.57 932,470.87)  1,834,103.44 14%
Pec-23 1,508,835 100 102,780.00 95,572.00 592,675.12|  1,041315.00]  1,832,342.12 4%
Six; months trend analysis for the units purchased and distributed.
: 13
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o et s it e ] e

Electricity distribution analysis

31%
17%

Jul-23 Aug-23 Sep-23 Oct-23 Nov-23

‘ B Units Purchased & Unifs Sold

4.1.8 Water Distribufion Analysis

Per calculations b[eiow 160 831 units were purchased from Bloem water, anfd 91 760 units
were pumped frorn Gatkoppies, Postdene Borehole. Only 55 920 units could be accounted for
as of 31 December 2023 difference of 78% could not be accounted for, a distribution loss of
170 116 water unELts. :

| Purhases : .
LD VELGR0S | WD | Gt | LS | o
Birchol-H) COWENTONAL v PREPAID 6 Confrl k
g WL ow | et ) NEHBUE
MoNTH (ofme .
wd oynw omel sl wEe] o mee me sl mwel o]
we kg el sl meel o mme] g sy smo smE m

wO om0 e mmN wee o muel smd gme s som|
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Water distribution loss analysis

Oct-23

4.2. Operating Expenditure

05,757,007 T T T 217,089:00

= Units Purchased

4.2.1 Operating Expenditure by Type

Operating Expenditure by Type

252,581.00

Now-23

Units distributed

Dec-23

The following C4 table is the operating expenditure summary of the 2023/24 budget (classified by main

revenue source) in ¢

Figure 4.2.1 Expenditure by Type

Choose name from fist- ?ahla C4 Meonthly Budget Statement - Financial Performance (revenue and expenditure) - M08 December

omparisons to the year-to-date actuals as of 31 December 2023.

w0 Hudget Year HR124
Description Refl Audited Orginal | Adjused E iy scca  Year Dot Y™ | YTD vartanen | Y70 variane | F Y
Qurcome Budget Budget budger Forecast
R thousands o
Expenditore By Tyne
Englayes retad et BEn W %7 7551 4258 &0n o 5% Du7
Remuaazion of corseZocs 578 5240 524 Ei 268 260 = 2% 5340
Bk prarezss - sleticty 4395 843 93 1% B3 ATS 15% 7% 2580
Ieventory eonsamed 2545 peRvc ugn 178 oI 172015 QEn % 208
Dekr ipetrmen kL) war WET - - 545 BBy -0 wU7
Eerecsinion and amoriczion Jxe 27 1275 - 1t 538 B3R e 2T
I 18485 32 33 3501 1248 1602 0B 0% i
Cormecud senvicas nE patec B 158 5410 12817 [ek=C BEB
Treenverly okt weizon oF - - - - - - - -
Cperions oocs B8 Pt Hm 1% W7 538 @asy 0% 1w
Losses on Dicpesn) of Anss - - - - - - - -
[T Expendityre 67 285451 oy 18936 1 651 125927 HsEn A% 52703

The above is the re
(R246.461), year-to-
R110.651 million by‘f
below is further ana

2023/24 Tsznisaban

flection of municipality's operating expenditure, ranging from the original budget
date actuals, and budgeted amounts. The municipality has expended a total of
the end of December 2023 with the aggregated favourable variance of 12% and
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ysis on the performance of operafing expenditure.
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4.2.2 Confribution T

yoe io Total Expenditura

Figure 4.2.2 Cont

ribution to Total Expenditure

Choose name from liat - Table C4 Monthly Budget Statement - Finaneial Performance [revenue and expenditure} - MOS Decerber
Wrsi7riral Budget Year 22324 .
- H Yezr3ID
Bescription bl ::::e :‘j:: ";ﬁ oty astal| YesfTD acti ‘:;2 YD varianes mvmamle L s:;::
| Epotire
R theusands kS i %
Erpeaditore By Type
Erployes miesd cons Men H @ 7 &m S peml  Sw 0l oy
emumernion o cooncirs 578 520 528 &5 e 28 #l w1 % Pos
Bibepereizses - iy LS 843 28 3% 23 A iest T ol am Y
Iryettey camsamnse 2545 nez Y] 178 2 20 pea % ] H
Desimpaimars ET Lk 057 - - 545 sIm a0 | o 08T
Degetcirnnn imd amorisrion T fries IS - 1 638 FHN 0% v 27
o B4 3m +] 3301 128% 152 nEsl e 0| mw 3
ooz seniesn g SER ity 158 s e bt I &% B
Inetuseeil dok e o - - - - - - - om -
Cprresiorad coss 18058 B ki3] 118 b 1535 a5 D% 0% a3
Losses on Dicpezal sf Assers - - - - - - - : 3 -
Total Expenditure 36T 6141 T 19936 110 §5¢ 125947 [=Fre] A% 282702
e Salaries are a main contributor to total expenditure @ 38%.
+ Purchase of electricity comes to at 24%. :
e [nterest cost at third place as the municipality still battle to fully meetits financial
obligations as they become due. :
4.2.3 Expenditure Year-to-Date Variances .
Figure 4.2.3 YTD Variances
Choose name from ist- Table C4 Monthly Bucget Statement - Fivancial Performance (revenue and sxpenditure) - M0S December i
D Budget Year WA :
Denertpion Rel| Audited Criginai Rdsted e iy actal | YearTD actua! YDt varisnes | YiDaagtinae] T TS
Quicome Budger Budget budpst . Foreszst
R thouzands %
Erclayes relzed cogs Be2 gosgy 027 75t 258 S0 pam S 0
Remaneson of commedions: 375 S0 520 Gl 268 250 5 b Byl
Buk purchacas - sleicly 5358 &) Qg 3% X3 275 1851 T 48450
favermory connmed B pitir) 208 7% o] i el R Aop
Dok imprmars 899 024 nar - - 553 G 0% BT
Deprezizion e ameriazion T® oS 27 - 1 3] BN 1275
o~ B 174 32 Im 248 152 08! B 320
Comramed zorvicas 3 il %63 158 6419 28 exn] s BEn
Imecoversile dalts witen of - - - - - - - -
Opereiozd cnes BB o) nIw 11% o 536 e 31T
tozses on Dizpocaf of Asses - - - - - - - -
Total Expenditire M7 2514 2278 99% 19065 1597 WIN 2270
7

The municipality expected a fota

projected expenditu

| expenditure of R125.927 million by December 2023, however it has
managed to only incur an actual expanditure fo the total amount of R110.651 which i

s 12% less of the
re. |

Below we look &t the key types of expenditure which have contributed significantly fo the total favourable

variance of R15.277

2023/24 Tsantsaba
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million or 12% by the end of December 2023.
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¢ Finance Char!ges (Interesi)

o Finan :i‘e charges (11% to total expenditure) were budgeted at R 3.204 million and

the yelar—to—date actual is R12.498 million, the budget YTD is R1.602 million, giving
us an unfavourable variance of R10.986 million (880%). This is also more the

annug! audited {otal interest cost for 2022/23 financial period.

|
o The |ﬁnance department is undertaking the investigation of possible

misclassifications.

e Depreciation and Impairment

o These are only calculated at the end of the financial year pending the
implementation of assets module.

¢ Confracted Services
o The contracted service appears to be doing well as the municipality is embarking
on cost containment measures. The YTD monthly actual is R8.419 million, and the
YTD budget is R12.817 million giving us a favourable variance of 50%, Or R6.398
million.
o This is due to reduction of the use of consultants and professional services.

e Inventory .

o Inventory consurned (8% to total actual expenditure) was budgeted at R 24.029

million and the year-to-date actual is R9.373 million, the budget YTD is R12.015

million, giving us g favourable variance of R2.642 million (22%).-Decrease is water
purchases. '

o Employee costs
o Employee related cost during the first half of the financial year has contributed 35%
of the| total operational expenditure the municipality incurred. The year-to-date
(YTD)|expected employee related cost was R45,783 million and the actual YTD is
R41,220 million which is 10% iess than what was expected. This variance is due

to the ffact that vacant budgeted positions have not been filled.

e Operafing Expenditure
o Operating expenditure (10% to total actual expenditure) was budgeted at R 25.034
million and the year-to-date actual is R10.744 million, the budget YTD is R15.316
million, giving us a favourable variance of R4.573 million (30%). This is due to a
decreased cost in audit fees and leases of machinery and equipmeni.

17
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4.2.5 Credifors
4,2.5.1 Credifors Age Analysis

Figure 4.2.5.1 Ageing Analysis

3 T S0 45 T
] - B w7 FHEERE 32 S Ems

10 15 1024 00543 e 58 (5285 415 1ieits £ 054 105.0
z N - . 736 8 RS

LB 2068 35160

I | R 10306 918.53] R 3750553 R 9859 42135 R pespatzsg) R 3 uieng R 4D8 434 84283]

The municipality’s creditor's age analysis is sst out in Table above. In terms of Sectio:n 85(2)(e) of the
MFMA the Accounting Officer must take all reasonable steps 1o ensure that all mery owed by the
municipality be paid within 30 days of receiving the relevant invoice or statement for gioods or services
rendered. Municipality had prior arrangements with Eskom, has start from October 2020 to honour the
agreement, however this significant strain on the financials of the municipality to due iow collection rate
and culture of non-payment of communities. |

We have applied for debt relief for Eskom and awaiting the approval. In principle the arrangement state
TLM to honour current account (excluding interest) with VAT and the service raised for 2024
Budget/Financial year, this in turn will allow for suspension of debt with inerest to be maved to a suspense
account. Then all capttai and interest will be stagnating and down payment plan to thls debt committing
only 30% of the Annual Equitable share and not historically where Eskom demand estlmate got 85-90%
of the municipality’s|allocation. :

The Municipality experiences serious cash flow problems therefore need to implement
revenue enhancernent and embark on different strategies to stabilise the cash-flow position
e.g. (improve debf collection; install pre-paid water and electricity meters, efc.) in order {o be
financially sustainable.

In the attempt to curb the burden on cash flow the municipality has gone info several AOD
arrangement with the creditors. This will be reported as and when they are concluded with the
suppliers.

The more significant arrangement that still need o be made is to Bloem water pre\nousiy
known as Sedibeng !
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g double time for Saturday and Sunday only @ 1.5 rate.
Encourage employees to take time off instead of receiving monetary remuneration.
risation of overtime, repairs to be within working hours
Fixing plant and machinery (e.g., TLB's ...) to reduce time spend on work.

i
|
Figure 4.2.5.2 Actual operational expenditure per vote category
Choese name from iist- Table C3 Monthly Budget Statement - Financial Performance (revenue and expenditure by municipal vote] - MOS December
Vot Deseription yizrired Budges Year 207324
et - Bodited Osiginal Adjesed | by s I‘Y 'm YearTD . . Furll Year
Cuteome Badget Budget al § YearTD actsal budoet YTD varance | YTD verianes Forcosst
R thousznds. “%
Expenditure by Vots 1
Verz 1 - Franca) Senviessy f-rkvics 5 5405 5741 7i®m 2678 4% 5.8% Ha
Veee 2- Comenuriy Servicas 3Bz 2435 24353 213 155 =z B 3% 24353
Vit 3 - Comore Senvices 048 Wl 124% 1102 &7 ] Quy BT 1943
Vo 4« Panring 2d Develepmans Sanvicas 217 TR 782 = 1840 %3 ity B3% 7852
Vo 5 - Musidnsd Manager S1 7332 T8z i) 228 3951 a EIFJi 424% 782
Vot B Tacheiead Savioms we|  wml @ G s 51 e aT% 560
Vo 8- Exeoudve o Comed Tk s 155 TET 3740 4518 ol 19.0% 428
Totl Erpeaditure by Vol 2 3070 219 398 45 960 18 582 07 918 122586 {14 838 -118% 245558
Surplies? (Deficit) for the year 2 (53 383) 354 prj-y) 15 400) 6 370) RLE ] I 1442% W
Figure 4.2.5.3 Overiime Expenditure
QOvertime YTD Figures
| 900000.60 . .
B1742551
 EQD 00D.00 ISTOIBN
surazEzs  THA0S2
700 000.00 .
£30 000,00
500 Co0.00
400 000.00
300 080.00
200 00,00 S
200 000,00
505,81
oo “ y
Jule23 Aug-23 O3 Newe23 Jan2t Fea24 Mar24 Apr-23 Bizy-2% Rt
mRormal mloubla @ #REFT mjun2l
Other expenditure curbing strategy implement/io be implement:
High overtime
Overtime expenditure is sitting at R4.678 million with December being the biggest jump (Over
R800 thousands) since the beginning of the financial year.
e (Cost savig*lg intervention instituted during the year is limiting overtime and capping to
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Already achieved saving percentage 6.48% versus 2018 financial year, but could further be
improved by implementation of the following and further R 1,864 milfion savmg to the final
budget 2020/21

1. Bio-melric|clocking system (saving achieved in payroll office due to late approvals of
overtimes, lost time in a particular month could equal to no overtime péy-out)

2. Fitting fieet of vehicle with fracking system to monitor overtime ‘

3. repairs to be within working hours

There is no long-asting intervention as the above was employed during jprevious years
and lead to a decrease during the period (see table below)

Year QOvertime expendiiure Increase/(Decreased) % change
2018 8 041 096 252 272 : 3.24
2019 9042 088 1000 892 3 12.45
2020 4 808 664 (4 232 424) (46.80)
2021 6 114 861 1305 197 : 27.14
2022 5 930 655 815794 ' 13.00
2023 7 674172 743 517 | 10.72

The municipality has come a long way with historical high levels of overtime but must retumn
to the cost saving intervention instituted [ist fike capping number of hours agam to 60 hours
per month

As can be seen in the above table due to unfunded budget status of the mumcrpah’ty overtime
budget on a annual bases is significantly lower than previous budget years. This is due to the
immense pressure put on the municipality to reduce expenditure by treasury. Here we are
faced again with the respansibility to efther adjust the budget to historical levels or reduce the
overtime bill by imploring the cost cutting measures.

Recommendation: Capacitate service centres with larger general worker's force. Supervision
and standby time be reducing through large pool of available workforce. Capping of hours to
essential work needs and priority related emergency work. Implementation of the bio metric
system and monitoring !

20
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5. Table C5 Mo

5.1 Capex by Municipal Vote

Figure 5.1

Chooae name from fist - Tab

nthly Budget Statement - Capital Expenditure (CAPEX)

e C5 Monthly Budoet Statement - Capital Expenditure (municipal vote, functional classification and funding) - MO& December

Vote Daserption

R theusands.

I 202023

Budget Year 202324

Ref|  Audited
Qutesme

Original
Budget

Adjusten
Budget

Meanthly
actual

YearTD actual

YearTD
budget

YiD
varance

¥TD
variance

%

Full Year
Forpeast

Voiz 1 - Fancial Senvioes

Veke 2. Communly Services
Veiz 3- Carporze Sarvices
Vol 4 - Plarwimg 2nd Development
Vote § - biumicipal Manoger

Vale 6 Technical Services

Vol 8~ Execufve ard Councd
Total Capital Multi-year expenditul

Voi= 1 - Fnancial Servicas
Vor 2 - Gommunly Sendces
Veiz 3~ Corparate Services
Vo4 - Fianring and Developraent]
Voia § « Municipat Maneger
Vole 5 - Technical Services
Voiz 8 - Execwive and Councd
Tatal Capial single-year expendity

Multi-Year expenditure appropriation z

Sinale Year axpenditom appropriztion 2

Beniees -

. 47 20893

[Sends -

160

8885

12483
360

]

@)
130

(12650
300

~100%

~ilG%
1%

£5%
-100%

re 4 18325

40405

2628

(13360}

~£5%

Total Capital Expenditure

39327

40 408

panriind

{13380)

“£6%

The above table reflects the spending on capital projects according to the departments (votes)

of the municipaE%

ty cumulatively as of 31 December 2023. The budgeted fotal capital

expenditure is R40.406 million and as of 31 December 2023, the municipality spent R6.843

million.
9.2 Capex by Municipal Funding
Figure 5.2
Choosz name from list - Table C5 Monthiy Budget Statement - Capital Expenditure (municipal vote, functional slzssification and funding) - 406 December
2203 Budget Yaar 202224
Vele Description Ref|  Audited Origimal | Adjusted | Monthly esfp astual YearTD e YiD Full Year
Quteoms Budget Budget actual budget varanee | vatance | Fomest
R thousands 1 %
Eunded byr
Naonal Gavemment 35568 32473 2403 1812 &588 18237 | (10€sEy &% 32473
Transfers recognised - eapital 989 32472 24 1312 S 588 16237 | (10683); -86% 12412
Borrowing § - - - - - - - -
Infemally generstad funds | 338 7833 733 108 1275 JI&0E {2897 -B8% 733
Tetal Capitat Funding kL 45506 40405 1820 6543 20203 ¢ (i3380) -66% 40408

The table above reﬁ

spending is by fund
for 2023/24 financia

2023/24 Tsantsaba

year,
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ects the same capital expenditure as indicated in 5.1, however this reflection of the
Ing sources from which capital projects are financed as per original budget approved
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The dominant fund
amourt of R 16.85¢
million.

The internally gene
years capital projec

srated funds amounied to R1.275 million which refaie o co-fundin
ts which are siill confinuing.

6. Table C6 Monthly Budget Statement — Financial Position

6.1 Shorf=Term Inv

estments

Figure 6.1 Invesiment Register Summary

ing source of the municipality in terms 'of overall capital budget is MIG & the budget
3 million. Secondary is the WSIG which is at R7.975 million. Then there is INEP R1.5

g of the previous

Details Opening balance Deposits Interestearned  Withdrawals Balance

Capex (1D 4} 87 680.06 - 242274 (2220.13) 88 902.67
2 ABSA Eskom Guarantee 8822643.81 - - . . 882294381
S ENB 3587.83 1000 000.00 3601520 - 1039 803.02
FMG {ID 3) 27812.00 2100 ¢00.00 58 071.42 {1 950 254.73} 1236628.69
INEP {ID &) 38983.73 1000 C0C.00 1361014 (32122470} 731 369.17
MIG {ID 5} 22537228 5 00C 000.00 36 056.49 (£ 918 586.00} 342 84277
WSIG (10 7) 12 473.38 5 149 306.44 95 960.37 (4 483 943.16) 77379703
Total S 218 863.09 15 249 306.44 243 136.36 (11 675 218.72} 13 036 087.17

The above table re

flects the municipality’s investment portfolio. By 31 December 202?3, the investment

portfolio had a balance of R13.036 which consists of number of accounts. These accq'un’cs are primarfly
‘conditional governments which can only be used for the purpose which they are allocated.

The Eskom acsoun

t funds cannot be used as they serve as debi guarantee, FMG hadia balance of over

R1.236 million. W%EG is just over R700 thousands for which the municipality has so far received R3.98
million. MIG has R342 thousands balance for which RS million was received. Thesef balances do not
reflect the performance of the grants, but the actual reflection of transactions in the investment portfolio.

2023/24 Tsantsab

ane Local Municipality Sec 72 Report
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7. Table SC7 Budget Statement - transfers and grant

7.1. Transfers and Subsidies Recsived and Spert

Figure 7.1.1.
TSANTSABANE LOCAL MUNICIPALITY
GRANT REGISTER 2023/2024
Operational grants
o oo we FOPENING:” T AMOCATION: TOTALFUNDST - CURRENT, . - YEARMO-DATE .. JOTAL . . AVAILABIE .. "%
/GRANTOETAINS " " TBAVANCE™ * “RECEVED' ° “".AVAHABIE' - SPENDING.  °  SPENDING. . :  SPENDING . BALANCE - SPENDING
FMG 0.00  3100000.00 3100000007 956 665.55 1769 983,08 -2 236 549.74 133001692  72%
EQUITABLE SHARE 000 41622000.00 4162200000  -12578000.00 41622 090.00 47 622 000.00 0.00  100%
MIG(Opex} 0.00 19447890  154474.90 4709218 14738272 19447480 0.00  100%
LIBRARY 0.00 67800000 573 000.00 <133 000.00 -<252000.00  -585000.00 22600000 3%
LGSETA #1433.60 11306.42 42 800.02 - 3192470 392470 1087532 75%
EPWP 0.00 235 000.00 58 000,00 - -238000.00 -238 000.00 0.00 100%
TOTAL 0.00 4584378132 45875274.52 -13204758.88 4426120050 ~44838804037 156689224  9B%
Capital grants

T L PENING . ALLOCATION - TOTALFUNDS . -CORRENT. - - VEAR-TODATE. . - TOTAL . - -AVAILABIE ~ - = 1% .
‘GRANTDETAIES * ' “BAVANGE: . RECEVED.:  AVALABLE  SPENDING ... SPENDING. .- SPENDING. - &A PEND!
WsiG 000 393300000  2988000.00°  .3786422.83 38673717 2173716000 181484000  54%
Mg 000 480552520 480552510 - 156 155.63 156 158.53 4semaser 3%
iNEP 000 106000600 100000000 - 0.0 - 1000000.00 0%
TOTAL 0.00 579352610 079352540 2 -17865422.83 54789580 230031463 746420647  24%

The table above reflects grants performance by December 2023. When we look at the operational grants,
R45.875 million wes available for use and R28.355 million or 98% spending was achieved.

Looking at capital grants, R9.793 million has bsen received for which R2.329 million or 24% of that has
been spent by December 2023.MIG is underperforming due to delay in procurement processes. INEP
funds are awaiting project change control approval.

8. Conclusion

The overall variance on operating revenue is 18% and for the operating expenditure is 12%, capital
projects have experienced various challenges such as, procurement process delays, pending approval.

Furthermore, there are afready unauthorised expendituré which have taken place, requests for additional
budget which need|to provided with during the adjustment budget.

It is therefore, appropriate that the municipality performs necessary adjustments during February month.
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9. Municipal M

1, H G Mathobela, £

anager’s Quality Certification

\ccounfing Officer of Tsantsabane Local Municipality, hereby certify'that the confents

of the report on the‘: assessment of the municipality’s budget and its performance, reﬂect the financial
state of affairs of the municipality for the guarter ending December 2023 and have been prepared in
accordance with the Municipal Finance Managament Act and ragulations made under that Act.

HG Mathobela |
.22[of) }o‘w .........
.
MUNICIPAL MANAGER DATE
24
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10. Supporting Documents

11.1 Appendix 1 ~ Service Delivery and Budget Implementation Pian (SDBIP) 2023/24
11.2 Appendix 2 - Key Performance Indicators (KPis) 2023/24

11.3 Appendix 3 ~ Annual Financial Statements 2022/23

11.4 Appendix 4 ~ Detailed Capital Expenditure Report 2023/24

11.5 Appendix § ~ Annual Report 2022/23

11.6 Abpendix 8 - Performance Management Report 2023/24

11.7 Appendix 7 — Audit Action Plan 2022/23
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