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1. ANNEXURE

2023/24 Mid-year Performance Assessment Report

2. PURPOSE
The purpose of this item is to present to the Mayoral Committee (Mayco) the 2023/2024

Mid-year Report on financial and non-financial state of affairs for the district.

3. BACKGROUND
Chapter 8 of the Municipal Finance Management Act, Act 56 of 2003 patrticularly section
72, states that the accounting officer of the municipality must—

a) assess the performance of the municipality during the first half of the financial

year, taking into account —

(i) the monthly statements referred to in section 71 for the first half of the
financial year;
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(i)  the municipality’s service delivery performance during the first half of the
financial year, and the service delivery targets and performance indicators
set in the service delivery and budget implementation plan;

(i) the past year’s annual report, and progress on resolving problem identified
in the annual report; and

(iv) the performance of every municipal entity under the sole or shared control
of the municipality, taking into account reports in terms of section 88 from
any such entities; and

b) submit a report on such assessment to—

(i) the mayor of the municipality;
(i)  the National Treasury; and
(i) the relevant provincial treasury.

2) The statement referred to in section 71(1) for the sixth month of a financial year may
be incorporated into the report referred to in subsection (1)(b) of this section.
3) The accounting officer must, as part of the review —

a) make recommendations as to whether an adjustment budget is necessary; and

b) Recommend revised projections for revenue and expenditure to the extent that
this may be necessary. Must, within 30 days of the end of each mid-term, submit
a report to the council on the implementation of the budget and the financial state

of affairs of the municipality.
4. DISCUSSIONS

The purpose of this report is for the Council to consider the Mid-Year Budget and
Performance assessment for the period ending 31 December 2023 in the 2023/2024
financial year. This report is used to assess the municipality's 2023/2024 mid-year
institutional performance. The report is both financial and non-financial and based on
service delivery performance assessment as contained in the municipality’s Service
Delivery and Budget Implementation Plan (SDBIP). The report is compiled using
municipal financial in-year reporting (section 71) and the SDBIP 1st and 2nd quarter

performance information received for the mid-year assessment.

As indicated, the s72 report is a performance report that is required to provide oversight
and analysis regarding how performance targets at institutional level have been achieved
for the period started on 1 July 2023 to 31 December 2023 (i.e. the first 6 months of the
2023-24 financial year).
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This report further presents an analysis of performance on two levels; emphasis was
placed on more than just the financial reporting and effectively all aspects of institutional
and financial performance reporting were examined.

In this regard information relating to the key performance areas (that are aligned to the
key national indicators) were examined and reported on. Additionally, consolidated
reporting was provided and performance within each key performance area was rated.
In this manner it becomes easy to establish the areas that were more successful in the
performance and to identify areas where appropriate interventions to improve

performance were and are necessary.

4.1 FINANCIAL PERFORMANCE

4.1.1 REVENUE

The table below, is a breakdown of the revenue per source, as well as “other” actual
revenue collected, compared to the actual projections for Q2 ended on 31 December
2023:

Discription Original Budget YTD Projection YTD Actual Mid Year Actual Outcome | Mid Year Mid Year
Outcome Projection Variance Variance %

Service Charges 411,141,658 139,295,873 117,152,234 139,295,873 117,152,234 (22,143,639) -15.90%

Interest on 30,000,000 14,682,735 27,730,559 14,682,735 27,730,559 13,047,824 88.87%

Investment

Interest on 21,730,000 10,635,194 16,210,609 10,635,194 16,210,609 5,575,415 52.42%

Outstanding

Debtors

Grants : 1,133,119,001 826,686,265 734,836,680 826,686,265 734,836,680 (91,849,585) -11.11%

Operating

Grants : Capital 1,190,908,557 673,328,291 698,940,502 673,328,291 698,940,502 25,612,211 3.80%

Other revenue 128,776,490 76,411,136 84,571,594 76,411,136 84,571,594 8,160,458 10.68%

Total 2,915,675,706 1,741,039,494 1,679,442,178| 1,741,039,494 | 1,679,442,178 (61,597,316) -3.54%

Graphic illustration of revenue projected compared to revenue received
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Discription Original Budget YTD Projection YTD Actual Mid Year Actual Outcome | Mid Year Mid Year|
Outcome Projection Variance Variance %

Own Revenue 591,648,148 241,024,938 245,664,996 241,024,938 245,664,996 4,640,058 1.93%

Government 2,324,027,558 1,500,014,556 1,433,777,182 | 1,500,014,556 | 1,433,777,182 (66,237,374) -4.42%

Grants

Total 2,915,675,706 1,741,039,494 1,679,442,178 | 1,741,039,494 | 1,679,442,178 (61,597,316) -3.54%

Revenue by Source

2%

1% M Service Charges

M Interest on Investment

M Interest on Outstanding
Debtors

Grants : Operating

44%
B Grants : Capital

B Other revenue

Performance of Revenue by Sources
The total own projected revenue for the mid-term amounted to R241 million which
comprises of service charges of R139.2 million, interest received for investments and

debtors amounting to R25.3 million.

The collection of the service charges is less by R22.1 million but can be realized in the
next 6 months, there is no need to adjust downwards the projections.

The following has been introduced to encourage payment of services:

¢ Incentive scheme for households and businesses; and

e Introduction of Easy Pay — this assists the consumers to easily assess their
accounts.
Decrease in grants and subsidies in DORA - these will drastically decrease due to the
decrease in equitable share of R111.9 million because of rollovers on conditional grants
from 2022/2023 that were not approved by the National Treasury. This will result in

spending being reduced.
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Interest on investment to be adjusted upwards due to have received R13 million above

the projection at the mid-term

Transfers recognized — operating

Includes Equitable Share, Finance Management Grant (FMG) and EPWP. Projections
amounted to R826.6 million for the mid-term whilst the actual amounted to R734.8 million

resulting in variance of R91.8 million for the mid-term.

An amount of R111.9 million which was for rollovers of unspent conditional grants from
2022/2023 was not approved by the National Treasury and was deducted from the 2nd
trench of equitable share on the 6th December 2023.Payment schedules are not always

the same.

Transfers recognized — capital

Includes Municipal Infrastructure Grant (MIG), Water Services Infrastructure Grant
(WISG), Regional Bulk Infrastructure Grant (RBIG) and Rural Roads Asset Management
(RRAM). Projected at R673.3 million whilst actually received R698.9 million resulting in

R25.6 million positive variances.

4.1.2 EXPENDITURE

Expenditure divided between operating and capital expenditure.

Operating expenditure

The Actual spending of the budget to-date per the following categories is as follows:

Description Original Budget YTD Projection YTD Actual Mid Year Actual Outcome | Mid Year Mid Year|
Outcome Projection Variance Variance %

Employee Costs 726,912,294 363,457,218 340,779,075 363,457,218 340,779,075 22,678,144 6.24%

Councillor 25,513,521 12,756,792 10,379,558 12,756,792 10,379,558 2,377,234 18.64%

Remuneration

Inventory 81,146,395 40,600,000 34,713,326 40,600,000 34,713,326 5,886,674 14.50%

consumed

Contracted 153,426,537 75,708,306 60,298,521 75,708,306 60,298,521 15,409,785 20.35%

Services

Grants and 67,113,215 33,035,610 31,294,043 33,035,610 31,294,043 1,741,567 5.27%

Subsidies

Other Expenditure 499,977,438 259,830,441 106,730,152 259,830,441 106,730,152 153,100,289 58.92%

Total 1,554,089,400.00 785,388,367 584,194,675 785,388,367 584,194,675 201,193,692 25.62%

The table above indicates an underspending of R201.1 million on operating expenditure

being 25.62% during the Mid-term.

Graphic illustration of expenditure by type: -
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Expenditure by Type
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The above pie chart depicts that overall actual operating expenditure for the mid-term,
employee costs constitutes 58% and councillors’ remuneration at 2% resulting in 60%.
Employee Costs

Mid-term projection for employee costs amounted to R363.4 million whilst actual
outcome amounted to R340.7 million resulting in R22.6 million positive variance. This is
caused by the savings from pension through the reversal of the two task grades to be a
non-pensionable allowance and no bonus on the non-pensionable allowance.

Councillors Remuneration

Councillor's remuneration was projected at R12.7 million for the mid-term, but actual
outcome being R10.3 million resulting in R2.4 million positive variances. The gazette for
remuneration of Councillors has not been issued.

Bulk Purchases/Inventory consumed

2023/2024 Mid Term Report (s72)



Actual spending amounted to R34.7 million whilst R40.6 million was projected resulting
in a variance of R5.9 million. This is dependent on the requests for materials in cases of
pipe bursts and leaks and receiving invoices from DWA.

Contracted Services

Projected at R75.7 million and R60.2 million was actually spent resulting in R15.4 million
positive variance being 20%.

Transfers and Grants

The actual expenditure as at end of the mid-term was R31.2 million against R33 million
projected which is R1.7 million less than projected.

Other Expenditure

Projected at R259.8 million but actually spent R106.7 million resulting in a positive
variance of R153.1 million being 59%. These is mainly due to programs due to be spent
in the first six months but are not yet spent.

Repairs and Maintenance

Description Original Budget YTD Projection YTD Actual Mid Year Actual Outcome | Mid Year Mid Year|
Outcome Projection Variance Variance %

Repairs and 2,500,000 1,250,000 2,087,186 1,250,000 2,087,186 -837,186 -66.97%

maintenance

Buildings

Repairs and 2,000,000 1,000,000 1,000,000 1,000,000 100.00%

maintenance

Support to

Strategic Roads

Repairs and 2,400,000 1,200,000 1,461,493 1,200,000 1,461,493 -261,493 -21.79%

maintenance

Motor Vehicles

Bulk water meter - 1,300,000 650,000 650,000 650,000 100.00%

r&m

Vip sludge sucking 5,000,000 2,500,000 2,500,000 2,500,000 100.00%

Maintenance of pip 5,000,000 2,500,000 2,500,000 2,500,000 100.00%

Water pump 3,000,000 1,500,000 1,500,000 1,500,000 100.00%

stations

Spring protection 2,000,000 1,000,000 477,964 1,000,000 477,964 522,036 52.20%

Sewerage pump st; 3,000,000 1,500,000 174,058 1,500,000 174,058 1,325,943 88.40%

Sewerage treatmer] 3,000,000 1,500,000 - 1,500,000 - 1,500,000 100.00%

Materials and store 10,000,000 5,000,000 8,376,662 5,000,000 8,376,662 -3,376,662 -67.53%

Sealing of reservoi 1,000,000 500,000 - 500,000 - 500,000 100.00%

Repair of elements 30,342,000 15,171,000 32,443 15,171,000 32,443 15,138,557, 99.79%

Survellaince 150,000 75,000 - 75,000 - 75,000 100.00%

equipment

maintenance

Total 70,692,000 35,346,000 12,609,805 35,346,000 12,609,805 22,736,195 64.32%

The amount spent on repairs and maintenance in the mid-term is R12.6 million which is
less by R22.7 million which is 64.32%
Capital Expenditure

Description Original Budget YTD Projection YTD Actual Mid Year Actual Outcome | Mid Year Mid Year|
Outcome Projection Variance Variance %

MIG 764,752,000 444,134,094 421,449,445 444,134,094 421,449,445 22,684,649 5.11%

Other Capital 426,156,557 228,503,839 137,118,515 228,503,839 137,118,515 91,385,324 39.99%

Expenditure

Total 1,190,908,557 672,637,933 558,567,960 672,637,933 558,567,960 114,069,973 16.96%
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Capital expenditure is mainly composed of Municipal Infrastructure Grant (MIG). MIG

comprises of capital expenditure and operating expenditure (PMU expenses). Total

allocation for MIG was R764.7 million and other capital expenditure budgeted for

including Water Services Infrastructure Grant (WSIG) (R80 million), Regional Bulk
Infrastructure Grant (RBIG) (R160.8 million).

Capital Expenditure

450,000,000

400,000,000

350,000,000

300,000,000

250,000,000

50,000,000 %
Conditional Grant spending
0]

Grant Grants YTD Actual - S_pent
Grant Name : : ) against

Allocation Received Spending :

allocation

Operating Grants
(Fs'r”;rlce Management |, 4454 000 2,000,000 148,443 7.42%
EPWP 6,809,000 1,703,000 5,055,004 74.24%
Capital Grants
Municipal 764,752,000 | 524,888,000 | 421,449,445 | 55.11%
Infrastructure Grant
Water Services 80.000,000 48,000,000 25 524.136 31.91%
Infrastructure Grant
Regional Bulk 160,849,000 82,845,000 43,014,468 26.74%
Infrastructure Grant
Rural Roads 3,155,000 2,209,000 973,878 30.87%
Management System
Emergency Municipal | o) 125 557 | 40 998 502 57,637,154 31.64%

Housing Grant

Operating grants

¢ Finance management grant has spent 7.42 % out of the total allocation of R2 million.

e EPWP has spent 74.24% out of the total allocation of R6.8 million.
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Capital grants

MIG has spent 55.11% of the total allocation of R764.7 million.

WSIG has spent 31.91% of the total allocation of R80 million.

RBIG has spent 26.74% of the total allocation of R160.8 million.

RRAM has spent 30.87 of the total allocation of R3.1 million.
e EMHG has spent 31.64% of the total allocation of R182.1 million.

Conditional Grants were under spent for the mid-term as compared to the projections.
Please take note that, a rollover of R111m was not approved and the funds have since
been deducted from the equitable share in December 2023. A letter dated 8 November

2023 from the National Treasury is attached.

Departments/Votes

Tabulated here-under are the departmental vote budgets versus the actual spending to-

date of the budget.

Legislative Services

Description

Original Budget

YTD Projection

YTD Actual
Outcome

Mid Year
Projection

Actual Outcome

Mid Year
Variance

Mid Year
Variance %

Employee Costs

39,369,168

19,684,552

15,588,439

19,684,5562.43

15,588,439

4,096,113

21%

Councillor remuneration

25,513,521

12,756,792

10,379,558

12,756,792.00

10,379,558

2,377,234

19%

Other operating Expenditure

11,939,521

5,969,761

4,853,248

5,969,760.65

4,853,248

1,116,513

19%

The table above indicates that the Legislative Services department has spent R4,8m on
operating expenditure and R25,9 on salaries (including remuneration of councilors.
Actual percentage of employee costs to total operating expenditure is 84%. In the IDP,
the department has got one (1) strategic objective. Organisational structure is to enable
achievement of the strategic objectives. Alignment of organizational structure with
objectives is of paramount importance.
Explanation:
The office of the speaker underspent over the midterm on employee costs, council
remuneration, and other operating expenditures. Employee costs underspent by 21%
whilst the councillor remuneration and other operating expenditure underspent by 19%
respectively. The under-expenditure has been due to the following: -

1. Employee costs under expenditure can be attributed to the vacancies that exist in

the unit, as the filling of the posts has been on halt pending the finalisation of the
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organisational structure. Also, the entire institution is implementing measures to
manage the expenditure due to its financial affairs. Issues such as unnecessary
subsistence travelling and overtime are properly managed.

2. The under-expenditure on council remuneration has been due to some vacancies
that existed in the council which were subsequently filled. Also, there are some of
the councillor's S&T claims which haven't been processed and will be effected in
the months of January and February. Moreover, the cost containment measure
somehow contributes to the under-expenditure as a cost-saving approach.

3. Other operating costs also under-spent by 19%, equating to R 1,1 million. The
invoices for the programmes of November and December are still to be affected

and will drastically reduce the underspending.

Office of Executive Mayor and Executive Mayoral Services

Description Original Budget | YTD Projection YTD Actual | Mid Year Actual Outcome | Mid Year Mid Year,
Outcome _ [Projection Variance Variance %
Employee Costs 54,415,168 27,207,584 33,308,235 27,207,584 33,308,235 (6,100,651) -22%
Other operating Expenditure 10,798,544 5,399,272 5,914,022 5,399,272 5,914,022 (514,750) -10%

The table above indicates that the Office of Executive Mayor has spent R5,9m on
operating expenditure and R33,3m on salaries.
Actual percentage of employee costs to actual total operating expenditure is 85%. In the
IDP; the department has got three (3) strategic objectives. Organisational structure is to
enable achievement of the strategic objectives. Alignment of organizational structure
with objectives is of paramount importance.
Explanation
The office of the executive mayor overspent over the midterm on both employee costs
and other operating expenditures.
Employee costs overspent by 22% whilst other operating expenditure overspent by 10%.
The over -over-expenditures have been due to the following: -

1. Employee costs seem to be under-budgeted in the unit, whilst over the term there

have been several resignations requiring once-off payment of the benefits.
2. Over-expenditure on other costs has been due to the continuous recurring of

invoices from the previous months and quarters.
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Office of the Municipal Manager

Description Original Budget  |YTD Projection YTD Actual | Mid Year Actual Outcome | Mid Year Mid Year

Outcome __[Projection Variance Variance %

Employee Costs 43,049,004 21,524,502 13,975,436 21,524,502 13,975,436 7,549,067 35%
Other operating Expenditure 25,478,765 12,739,382 15,386,601 12,739,382 15,386,601 (2,647,219) -21%

The table above indicates that the Office of Municipal Manager has spent R15,3m on
operating expenditure and R13,9m on salaries.

Actual percentage of employee costs to actual total operating expenditure is 48%. In the
IDP, the department has got five (5) strategic objectives. Organisational structure is to
enable achievement of the strategic objectives. Alignment of organizational structure
with objectives is of paramount importance.

Explanation:

The office of the municipal manager underspent over the midterm on employee costs
and overspent on other operating expenditures respectively. Employee costs underspent
by 35 whilst other operating expenditure overspent by 21 %. The under-expenditure and
over-expenditure has been due to the following:-

1. Employee costs under expenditure can be attributed to the vacancies that exist in
the unit, as the filling of the posts has been on halt pending the finalisation of the
organisational structure. Also, the entire institution is implementing measures to
manage the expenditure due to its financial affairs. Issues such as unnecessary
subsistence travelling and overtime are properly managed.

2. The over-expenditure on other operating costs has been due to the legal fees that
have to be honoured. Over the last quarter, the municipality has had to honour
the costs of a matter related to Ms Ndabeni as per Constitutional Court judgment,

and this has been to the tune of 4,7 million.

Corporate Services

Description Original Budget  |YTD Projection YTD Actual | Mid Year Actual Outcome | Mid Year Mid Year

Outcome Projection Variance Variance %)

Employee Costs 131,213,801 65,606,901 45,229,006 65,606,901 45,229,006 20,377,894 31%
Other operating Expenditure 64,430,000 32,215,000 39,771,949 32,215,000 39,771,949 (7,556,949) -23%)
Capital Expenditure 22,250,000 11,125,000 2,064,075 11,125,000 2,064,075 9,060,925 81%

The table above indicates that the Corporate Services has spent R39,7m on operating
expenditure and R45,2m on salaries. Underspent by R9m or 81% on capital expenditure
for the mid-term.

Actual percentage of employee costs to actual total operating expenditure is 53%. In the
IDP, the department has got four (4) strategic objectives. Organisational structure is to
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enable achievement of the strategic objectives. Alignment of organizational structure with

objectives is of paramount importance.

Explanation:

Employee Costs

The reason we have experience this percentage is due to terminations we have
experienced in the year under review and the fact that our organisational structure is yet
to be populated, however there are major changes made into our new structure which
will of course improve our performance.

Other Operating Expenditure

This is due to other expenditures which were occasioned by number of things which
necessitated our department to effect expenditure beyond what was budgeted for.
Capital Expenditure

We could not achieve 100% due to procurement processes which delayed some of our
projects.

Budget and Treasury Office

Description

Original Budget

YTD Projection

YTD Actual
Outcome

Mid Year
Projection

Actual Outcome

Mid Year
Variance

Mid Year
Variance %)

Employee Costs

82,311,310

41,155,655

40,704,104

41,155,655

40,704,104

451,551

1%

Other operating Expenditure

58,429,314

29,214,657

31,747,027

29,214,657

31,747,027

(2,532,370)

-9%)

Capital Expenditure

5,000,000

2,500,000

360,000

2,500,000

360,000

2,140,000

86%

The table above indicates that the Budget and Treasury Office has spent R31,7m on
operating expenditure and R40,7m on salaries. Underspent by R2,1m or 86% on capital
expenditure for the mid-term.

Actual percentage of employee costs to actual total operating expenditure is 56%. In the
IDP, the department has got seven (7) strategic objectives. Organisational structure is to
enable achievement of the strategic objectives. Alignment of organizational structure with
objectives is of paramount importance.

Explanation:

Employee Cost

Underspending is caused by:

e Due to vacant positions not yet filled.

Operating Expenditure

Overspending is due to
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e The reason for the overspending on the operating expenditure in the BTO is mainly
due to Wet fuel expenditure and repairs and maintenance vehicles that is more that
the projection.

Capital Expenditure
Underspending is due to

e Delay in the purchase of motor vehicles.

Rural Economic and Developmental Planning

Description Original Budget  |YTD Projection YTD Actual | Mid Year Actual Outcome | Mid Year Mid Year

Qutcome  [Projection Variance Variance %

Employee Costs 27,223,431 13,611,715 11,289,558 13,611,715 11,289,558 2,322,157 17%)
Other operating Expenditure 67,101,643 33,550,821 32,146,829 33,550,821 32,146,829 1,403,992 4%

The table above indicates that the Rural Economic and Developmental Planning has
spent R32,1m on operating expenditure and R11,2m on salaries.

Actual percentage of employee costs to actual total operating expenditure is 26%. In the
IDP, the department has got six (6) strategic objectives. Organisational structure is to
enable achievement of the strategic objectives. Alignment of organizational structure with

objectives is of paramount importance.

Explanation:

The department underspent on employee costs because of Researcher vacant post that
the contract has ended.

The department underspent on other operating expenditure because.

The department did not spend on Economic Summit it was a partnership program with
Nyandeni LM. Capacity building in project provincial capacity building for project
packaging in preparation for investment conference was done by ECSECC and it was
virtual.

There are also invoices for December that are not yet paid for Tourism section. The RAFI
and Furntec incubation program was not implemented because of SLA and MOU that

had an audit query so the invoices were not paid.

Community Services

Description Original Budget  |YTD Projection YTD Actual | Mid Year Actual Outcome | Mid Year Mid Year,

Outcome _ [Projection Variance Variance %

Employee Costs 103,194,339 51,597,169 40,327,889 51,597,169 40,327,889 11,269,280 22%
Other operating Expenditure 9,542,236 4,771,118 1,391,566 4,771,118 1,391,566 3,379,552 71%
Capital Expenditure 17,000,000 - - - - - 0%
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The table above indicates that the Community and Social Services has spent R1,3m on
operating expenditure and R40,3m on salaries. No projection and no expenditure on
capital budget.

Actual percentage of employee costs to actual total operating expenditure is 97%. In the
IDP, the department has got six (6) strategic objectives. Organisational structure is to
enable achievement of the strategic objectives. Alignment of organizational structure
with objectives is of paramount importance.

Explanation:

Employee related costs

e Under expenditure is as a result of the institutional mandate to curb expenditure on
employee related costs as per the requirement and one of the conditions given to
the Municipality by National Treasury.

e The department also has funded vacant posts.

Other operating Expenditure
Under expenditure is due to the following factors:

e Funds allocated to purchase coastal safety material to support local municipalities.
Non-expenditure is due to overly charged quotation by the appointed Service
provider.

e Funds allocated for the Municipal Bylaws. Non-expenditure is due to unforeseen
hiccups with the appointed service provider.

e Funds allocated for the purchase of uniform for Municipal Health Services staff. The
appointed term-contract service provider is non-tax compliant.

e Funds allocated for poverty relief material. Under expenditure is due to delays on
the processes to appoint a panel of service providers.

e Another contributing factor is the delay in submission of invoices and up to date
required documents by service providers.

Human Settlements

Description Original Budget  |YTD Projection YTD Actual | Mid Year Actual Outcome | Mid Year Mid Year|
Outcome |Projection Variance Variance %)
Employee Costs 14,559,194 7,279,597 3,345,862 7,279,597 3,345,862 3,933,735 54%
Other operating Expenditure 5,327,015 2,663,508 423,808 2,663,508 423,808 2,239,700 84%
Capital Expenditure 182,502,557 91,251,278 57,637,154 91,251,278 57,637,154 33,614,124 37%

The table above indicates that the Human Settlements has spent R423 808 on operating
expenditure and R3,3m on salaries, underspent by R33,6m or 37% on capital

expenditure.
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Actual percentage of employee costs to actual total operating expenditure is 89%. In the
IDP, the department has got two (2) strategic objectives. Organisational structure is to
enable achievement of the strategic objectives. Alignment of organizational structure
with objectives is of paramount importance.

Explanation:

Water and Sanitation Services

Description

Original Budget

YTD Projection

YTD Actual
Outcome

Mid Year
Projection

Actual Outcome

Mid Year
Variance

Mid Year
Variance %)

Employee Costs

232,562,742

116,281,371

136,569,667

116,281,371

136,569,667

(20,288,296)

-17%

Other operating Expenditure

406,642,000

203,321,000

99,291,784

203,321,000

99,291,784

104,029,216

51%

Capital Expenditure

1,024,703,645

512,351,822

486,328,414

512,351,822

486,328,414

26,023,409

5%

The table above indicates that the Water Services has spent R99,2m on operating
expenditure and R136.5m on salaries. Underspent by R26 million on capital budget
which constitutes 5%.

Actual percentage of employee costs to actual total operating expenditure is 58%. In the
IDP, the department has got four (4) strategic objectives. Organizational structure is to
enable achievement of the strategic objectives. Alignment of organizational structure
with objectives is of paramount importance.

Explanation:

Technical Services

Description Original Budget  |YTD Projection YTD Actual | Mid Year Actual Outcome | Mid Year Mid Year|

Outcome _ [Projection Variance Variance %

Employee Costs 6,419,665 3,209,833 440,878 3,209,833 440,878 2,768,955 86%
Other operating Expenditure 4,715,000 2,357,500 2,109,207 2,357,500 2,109,207 248,293 11%
Capital Expenditure 14,649,816 7,324,908 7,009,480 7,324,908 7,009,480 315,428 4%

The table above indicates that the Technical Services has spent R2,1m on operating
expenditure and R440 828 on salaries. Capital expenditure is underspent by R315 428
which constitutes 4%.

Actual percentage of employee costs to actual total operating expenditure is 17%. In the
IDP, the department has got two (2) strategic objectives. Organisational structure is to
enable achievement of the strategic objectives. Alignment of organizational structure with

objectives is of paramount importance.

Explanation:
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4.1.3POTENTIAL AREAS FOR ADJUSTMENT

Downward adjustment on contracted services, grants and subsidies and other operating
expenditure items will decrease drastically in order to stabilize the financial situation.

Conditional grant allocation has been adjusted downwards through Division of Revenue
Amendment Bill stopping and reallocation published in Government Gazette No. 49550
of 24th October 2023. The budget for the grants listed below will be adjusted down as

follows:

e MIG downwards by R51 149 000,
¢ RBIG downwards by R20 149 000,

e WSIG downwards by R8 000 000.

High spending Items
The following items had mid-year expenditure above R5 million and a percentage of
more than 50% in comparison to the prior year audited amount.

Item Mid-Year Audited 2023 %
Bargaining council 8 005 000 7 844 983 102%
Municipal Services 41 965 353 56 313 534 75%
External Audit Fees 8 287 059 11 140 846 74%
Hire charges 6 519 697 10 934 427 60%
Travelling and Subsistence 15877 824 31573623 50%
Security Services 28 971 242 34 681 395 84%
Legal Fees 8 439 881 10 246 261 82%
Catering 3223709,00 5676 631,00 57%
Stage and Sound 774 840,00 1179 661,00 66%

4.1.4DEBTORS

The debtors balance as at 31st December 2023 was R 851.3 million made up as follows:

Category 0 - 30 Days 61-90 Days 91 -120 Days 121-150 Days  |151-180 Days |181-1 Year Over 1 Year Total

Government 19,838,073 6,556,651 7,811,178 6,167,139 1,779,409 20,611,340 31,225,662] 101,674,986
Business 13,456,926 3,697,834 4,091,017, 4,876,337 3,316,576 51,059,003, 89,861,526] 174,226,574
Households 23,058,561 9,524,568 11,922,247 15,001,277 12,142,429 147,222,791 293,011,011] 521,154,663
Others 11,384,036 1,875,125 1,314,707 1,415,187 909,806 13,837,427 21,575,903 54,271,575
Total 67,737,596 21,654,178 25,139,149 27,459,940 18,148,220 232,730,561 435,674,102| 851,327,798
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AGED DEBTORS DECEMBER 2023

Government
12%
\ Business
21%
Detailed debtors
Sector MONTHS - 1.00 2.00 3.00 4.00 5.00 6.00 12.00 17.00
DAYS CURRENT 30.00 60.00 90.00 120.00 150.00 180.00 360.00 credit TOTAL (Rands)
Debtors
Balance as
at 31st
December
2023
Domestic 11,229,214.54 10,851,932.27 8,819,439.83 8,988,806.14| 11,360,546.93 14,223,032.01 12,064,472.80 86,265,665.15 -8,011,927.65| 514,173,451.24|
Government 10,435,617.44 6,897,822.03| 6,571,593.17. 5,394,946.84, 6,727,113.06 5,081,795.88 1,206,692.65' 7,629,350.78| -1,308,813.22. 70,872,877.89
Business 7,568,200.06 5,888,725.83|  3,867,354.65' 3,697,834.22 4,091,017.08 4,876,337.03 3,316,575.95/ 33,104,507.42 -3,079,508.90| 174,226,573.58|
Municipality 1,277,284.91 1,227,348.88|  1,113,940.54 1,161,704.53 1,084,065.34 1,085,342.76 572,716.24 5,881,700.92 -2,749,551.24. 30,802,108.07
School 5,340,276.86 5,579,124.19 1,795,047.80 1,733,158.56 1,147,162.65. 1,270,174.52 790,419.75 7,057,486.64 -922,546.78 43,203,835.98
Church 236,573.10 228,061.36 164,336.62. 141,965.80 167,543.54 145,013.22 119,386.95 1,403,478.37 -123,947.58 11,067,738.88|
Indigent 460,032.05 445,721.23 422,860.28. 500,016.66 537,110.79 761,621.40| 63,895.56 525,610.19 -215,596.20 5,676,408.22
Councillor 5,359.90 4,063.18| 6,264.61 4,787.04 4,141.28 0.00 0.00! 0.00 0.00 24,616.01
‘Staﬂ Members 34,367.81 27,870.12 23,214.75 30,958.61 20,448.23 16,623.44 14,060.18 142,060.40 -8,873.35 1,280,187.66
‘GRAND TOTAL 36,586,926.67| 31,150,669.09| 22,784,052.25! 21,654,178.40 25,139,148.90 27,459,940.26 18,148,220.08 142,009,859.87| -16,420,764.92 851,327,797.53)

4.1.5CASH AND CASH EQUIVALENTS

For the main account, balance as at 31st December 2023 amounted to R96.5 million.

Call and short-term investment accounts amounted to R692.2 million invested in: -

First National Bank — R692.2 million.

Ratios
PERFORMANCE INDICATOR NORM 2019/20 AUDIT 2020/21 AUDIT 2021/22 AUDIT  2022/23 AUDIT  2023/24 MID-
OUTCOME OUTCOME OUTCOME OUTCOME YEAR
Operating Revenue n/a 2,045,817,792 2,023,411,613 1,890,111,176 2,208,128,619 1,551,979,677
Operating Expenditure n/a (1,752,900,012)|  (1,780,063,028)|  (1,600,460,325) (1,705,104,537) (587,470,716)
Operating Surplus / (Deficit) n/a 292,917,781 243,348,585 289,650,851 503,024,082 964,508,961
Capital Expenditure n/a (735,926,941) (570,475,173) (491,302,262) (519,633,747) (429,885,016)
Cash / Cash Equivalents at the year n/a 322,955,526 397,403,054 383,801,357 464,155,458 766,535,737
Conditional Grant Performance 100% 90% 77% 75% 87% 74%
Current Ratio 2:1 0,71 :1 0.69: 1 0,7:1 1,02 : 1 2,08 :1
Cash / Cost Coverage Ratio 1 - 3 Months -1 Month 1 Month 2 Month 3 Month 12 Month
Collection Rate 95% 48% 75% 54% 57% 45%
Debt to Revenue Ratio =< 45% 0% 0% 0% 0% 0%
Outstanding Debtors 30 days 166 Days 195 Days 185 Days 197 Days 539 Days
Outstanding Creditors 30 days 88 Days 93 Days 171 Days 115 Days 72 Days
Debt to Assets Ratio >1 1:7,33 1:6.8 1:8,08 1:11,3 1:15,67
Remuneration to Operating Expend| 25 - 40% 41% 44% 47% 42% 60%

4.1.6 MSCOA COMPLIANCE
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The municipality has successfully submitted the July, October, November and December
2023 mSCOA data strings during the mid-term within the deadlines.
The following mMSCOA data strings were successfully submitted:
e Monthly Actuals for July, October. November, and December 2023.
e Monthly Aged Creditors for July, October, November and December 2023.
e Monthly Aged Debtors for July, October, November and December 2023.
e Quarterly Borrowing and Monitoring Q2.
e Quarterly Investment and Monitoring Q2.
¢ Restated Audited Actuals for 2021-2022
¢ Pre-Audited and Audited Actuals for 2022-2023
e Pre-Audited and Audited Aged Creditors for 2022-2023
e Pre-Audited and Audited Aged Debtors for 2022-2023

The municipality did not comply in September and October 2023 with the submission of
monthly mSCOA data strings because of network problem from the 1st of September
2023. A letter was sent to the National Treasury on the 12th of September 2023
requesting an extension in submitting the reports siting the challenges that the
municipality was encountering. It was noted but not approved as data strings upload are

locked on GoMuni after the due date.

The National Treasury requested that we consolidate our August and September Data
strings with the October 2023 data strings so as to have the information of the
municipality for the year to date to be fully populated. The Data strings have been

consolidated accordingly.

4.1.7 ASSET MANAGEMENT

The municipality has both movable and immovable asset registers.

Movable assets

The register was audited and there were no material findings on it. Subsequently, a
verification of movable assets has been completed at all sites. The municipality acquired
two new servers during the month of December in order to respond to ICT challenges.
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Infrastructure assets

A plan has been developed for monthly reconciliations of the register to the general
ledger. Depreciation and Accumulated depreciation has been updated for the month of
December 2023.

Disposal of Municipal Asset

There were no disposals in the first six month of the year.

Insurance Claims

All municipal assets are insured with Kunene Makopo Insurance. All municipal assets
damages, accidents, losses, etc. including third party claims are reported to the
insurance company.

There are two claims for motor vehicles that have not yet been repaired; the first one is
waiting for parts and the other one awaiting appointed assessor.

4.1.8 CREDITORS

Creditors for December 2023 amounted to R95.5 million. For more details, please refer

to the summarised creditor's age analysis sheet as at 31st December 2023 below:

[ 0-30Days|  31-60Days|  61-90Days|  91-120Days|  121-150Days|  151-180 Days| 181 Days - 1 Year| Over 1 Year| Total|
0100 BULK ELECTRICITY - - - - - - - - -
0200 BULK WATER 235181184 - - - - - - 5564783711 57,999,648.95
0300 PAYE DEDUCTIONS - -
0400 VAT (QUTPUT LESS INPUT)
0500 PENSIONS / RETIREMENT DEDUCTIC
0600 LOAN REPAYMENTS

'0700 TRADE CREDITORS 1,355,973.00 4,946,976.19 5,935,575.25 2,705,488.45 14,220,351.64 988,896.35 4,197,129.41 986,699.26  35,337,089.55
0800 AUDITOR GENERAL 1,211,373.85 - - - - - - - 1,211,373.85
10900 OTHER - 973,087.00 973,087.00

ISR +0697619 593557525 270548845 14,220,35L.64 98889635 4,97,120.41  57,607,62337 _ 95521,199.35

95%

Accounts Payables

Auditor General Other
1% 1%

Trade Creditors

37%
Bulk Purchases
61%
m Bulk Purchases = Trade Creditors Auditor General Other
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The municipality has an arrangement with the Department of water and sanitation of
paying R2 688 916,26 in respect of the old debt and settle the current invoices in full on
the due date.

The top five creditors in the current month are Department of Water Affairs R57.9 million,
KSD Municipality R21.1 million, Lavender Moon trading R3.2 million, Auditor General
R1.1 million and Reddy Bio R834 269.34.

4.1.9 COMPARISON BETWEEN 2022/2023 AND 2023-2024

Revenue Mid-term 2022-2023

Discription Original Budget Mid Year Actual Outcome | Mid Year Mid Year
Projection Variance Variance %

Service Charges 390,447,918 132,733,098 132,449,688 (283,410) -0.21%

Interest on 6,500,000 3,181,259 17,872,874 14,691,615 461.82%

Investment

Interest on 20,500,000 10,033,201 19,825,360 9,792,159 97.60%

Outstanding

Debtors

Grants : 1,065,213,000 777,881,619 578,976,470 (198,905,149) -25.57%

Operating

Grants : Capital 1,031,274,000 598,555,896 449,882,572 (148,673,324) -24.84%

Other revenue 121,557,045 72,120,871 60,156,624 (11,964,247) -16.59%

Total 2,635,491,963 | 1,594,505,944 | 1,259,163,589 (335,342,355) -21.03%

e Total revenue was under collected by R335.3 million which is 21.03% compared to
the projections.

e Services charges were under collected by R283 410 which is 0.21%
¢ Interest on investment was more by R14.6 million which is 461.82%
e Interest on outstanding debtors was more by R9.7million which is 97.60%

e Grants operating was less by R198.9 million which is 25.57% caused by the
withholding of EQS for unspent rollovers from 2021/2022 of R188 million which were
not approved and deducted from the second trench of equitable share on the 7th
December 2022.

e Capital grants were less by R148.6 million which is 24.84%, payment schedules are
not always the same.

e Other revenue was less by R11.9 million which is 16.59% because of under
collection on vat refunds because of underspending on conditional grants.

Mid-term 2023-2024
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Discription Original Budget Mid Year Actual Outcome | Mid Year Mid Year|
Projection Variance Variance %

Service Charges 411,141,658 139,295,873 117,152,234 (22,143,639) -15.90%

Interest on 30,000,000 14,682,735 27,730,559 13,047,824 88.87%

Investment

Interest on 21,730,000 10,635,194 16,210,609 5,575,415 52.42%

Outstanding

Debtors

Grants : 1,133,119,001 826,686,265 734,836,680 (91,849,585) -11.11%

Operating

Grants : Capital 1,190,908,557 673,328,291 698,940,502 25,612,211 3.80%

Other revenue 128,776,490 76,411,136 84,571,594 8,160,458 10.68%

Total 2,915,675,706 | 1,741,039,494 | 1,679,442,178 (61,597,316) -3.54%

e Total revenue was under collected by R61.5 million which is 3.54% compared to the
projections.

e Services charges were under collected by R22.1which is 15.90%
¢ Interest on investment was more by R13 million which is 88.87%
¢ Interest on outstanding debtors was more by R5.5 million which is 52.42%

e Grants operating was less by R91.8 million which is 11.11% caused by the
withholding of EQS for unspent rollovers from 2022/2023 of R111.9 million which
were not approved and deducted from the second trench of equitable share on the
6th December 2023.

e Capital grants are more by R25.6 million which is 3.80%, payment schedules are
not always the same.

e Other revenue is more by R8.1 million which is 10.68% because of over collection
on vat refunds because the spending on conditional grants has improved in the

current financial year.

Expenditure Mid-term 2022-2023

Description Original Budget Mid Year Actual Outcome | Mid Year Mid Year
Projection Variance Variance %

Employee Costs 690,211,107 345,106,524 343,333,140 1,773,384 0.51%

Councillor 24,229,363 12,114,702 8,284,361 3,830,341 31.62%

Remuneration

Inventory 68,244,694 33,500,010 24,352,856 9,147,154 27.30%

consumed

Contracted 90,466,738 45,734,258 45,553,288 180,970 0.40%

Services

Grants and 58,773,215 30,846,610 27,839,855 3,006,755 9.75%

Subsidies

Other Expenditure 436,001,596 227,260,568 95,066,507 132,194,061 58.17%

Total 1,367,926,713.00 694,562,672 544,430,006 150,132,666 21.62%
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e Total operating expenditure was under spent by R150.1 million which is 21.62%
compared to the projections.

e Employee cost is under spent by R1.7 million which is 0.51%.

e Councillor remuneration is under spent by R3.8 million which is 31.62%.

e Inventory consumed is under spent by R9.1 million which is 27.30%.

e Contracted services are underspent by R180 970 which is 0.40%.

e Grants and subsidies are underspent by R3 million which is 9.75%.

e Other expenditure is under spent by R132.1 million which is 58.17%.

Mid-term 2023-2024

Description Original Budget Mid Year Actual Outcome | Mid Year Mid Year
Projection Variance Variance %

Employee Costs 726,912,294 363,457,218 340,779,075 22,678,144 6.24%

Councillor 25,513,521 12,756,792 10,379,558 2,377,234 18.64%

Remuneration

Inventory 81,146,395 40,600,000 34,713,326 5,886,674 14.50%

consumed

Contracted 153,426,537 75,708,306 60,298,521 15,409,785 20.35%

Services

Grants and 67,113,215 33,035,610 31,294,043 1,741,567 5.27%

Subsidies

Other Expenditure 499,977,438 259,830,441 106,730,152 153,100,289 58.92%

Total 1,554,089,400.00 785,388,367 584,194,675 201,193,692 25.62%

e Total operating expenditure was under spent by R201.1 million which is 25.62%

compared to the projections.
e Employee cost is under spent by R22.6 million which is 6.24%.
e Councillor remuneration is under spent by R2.3 million which is 18.64%.
¢ Inventory consumed is under spent by R5.8 million which is 14.50%.
e Contracted services are underspent by R15.4 million which is 20.35%.
e Grants and subsidies are underspent by R1.7 million which is 5.27%.

e Other expenditure is under spent by R153.1 million which is 58.92%.

Graphic presentation of mid-year expenditure comparison:
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Mid-year Expenditure Comparison
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Capital Expenditure
Mid-term 2022-2023

YTD Projection| J
Capital Grants Grant Allocation| Grants Received| Spending| YTD Actual Spending Vari % Vari
Municipal Infrastructure Grant 730,131,000 324,064,000 332,131,000 199,699,803 132,431,197 39.87%
Water Services Infrastructure Grant 50,000,000 30,000,000 31,354,684 23,597,419 7,757,264 24.74%
Regional Bulk Infrastructure Grant 200,000,000 20,000,000 66,200,000 10,974,124 55,225,876 83.42%
TOTAL 980,131,000 374,064,000 429,685,684 234,271,347 195,414,337 45.48%

e Total capital expenditure on MIG, WSIG, RBIG were underspent by R195.4 million
which is 45.48%.

e MIG is under spent by R132.4 million which is 39.87%.
e WSIG is under spent by R7.7 million which is 24.74%.
e RBIG is under spent by R55.2 million which is 83.42%.

Mid-term 2023-2024
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YTD Projection
Capital Grants Grant Allocation Grants Received Spending| YTD Actual Spending Varience| % Varience
Municipal Infrastructure Grant 764,752,000 524,888,000 444,134,094.00 421,449,445 22,684,649 5.11%
Water Services Infrastructure Grant 80,000,000 48,000,000 32,700,000.00 25,524,136 7,175,864 21.94%
Regional Bulk Infrastructure Grant 160,849,000 82,845,000 57,200,000.00 43,014,468 14,185,532 24.80%
TOTAL 1,005,601,000 655,733,000 534,034,094 439,988,050 44,046,044 8.25%

e Total capital expenditure on MIG, WSIG, RBIG were underspent by R44 million
which is 8.25%.

e MIG is under spent by R22.6 million which is 5.11%.

e WSIG is under spent by R7.1 million which is 21.94%.

e RBIG is under spent by R14.1 million which is 24.80%.

e The capital expenditure on the three capital grants has improved in the current year.

The table below represents a comparison of 2023/24 and 2022/23:

Mid-year Grant Expenditure Comparison

500 000 000,00
450 000 000,00
400 000 000,00
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MDRG Housing
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4.2 NON-FINANCIAL PERFORMANCE (SERVICE DELIVERY)

The service delivery performance assessment reflects that the institution reported on 76
set targets across all the Key Performance Areas (KPA) for the mid-year. Out of the 76
targets 56 are reported as achieved and 20 targets were not achieved. Thus, 74% of the
measured targets where achieved, whilst 26% of the measured targets were not
achieved. The 74% performance level recorded shows increase from 2022/23 mid-year
performance which was 55%. The tables and figures below illustrate break down of
targets per the KPAs as well as per department or financial votes of the institutions, as

well as the summary overview of performance.

Overall institutional performance

M Achieved ® Not Achived

Mid-year Performance per KPA

Achieved Bk

Key Performance Areas Achieved

Targets

Targets

Basic Service Delivery & 15 6 21
Infrastructure Development
Local Economic Development 6 5 11
Financial Management & Viability 6 5 11
Goo_d .GO\_/ernance & Public 20 5 29
Participation
Municipal Transformation &

L 9 2 11
Institutional Development
TOTAL 56 20 76
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100%
90%
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70%
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50%
40%
30%
20%
10%

0%
Basic Service
Delivery and

Infrastructure

Local Economic
Development

B Achieved
B Achieved

71%
29%

55%
45%

Financial
Viability &
Management
55%
45%

B Achieved M Achieved

Mid-year Performance per department

Good
Governance &
Public
Participation
91%

9%

Municipal
Transformation
& Institutional
Development
82%

18%

Achieved Non-Achieved
Departments Total
Targets Targets
Infrastructure, Water & Sanitation 11 4 15
Community Services 2
Rural Economic and Development 4 5 6
Planning (REDP)
Budget & Treasury Office (BTO) 6 5 11
Corporate Services 9 2 11
Strategic Planning & Governance 17 5 22
Internal Audit 4 0 4
TOTAL 56 20 76
120%
100%
80%
60%
40%
o | | )
0% Budget & . Strategi
. uage rategic
IWS sz:\:gz;ty REDP Treasury C;gfv?zze Planning & Ir:j;?:'
Office (BTO) Governance
M Achieved 73% 71% 67% 55% 82% 77% 100%
M Achieved 27% 29% 33% 45% 18% 23% 0%
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43 PROGRESS MADE WITH THE IMPLEMENTATION OF CORRECTIVE
MEASURES OF KPI’'S NOT MET IN THE 2022/23 FINANCIAL YEAR

As prescribed in section 72(1)(a)(iii) of the MFMA the Accounting Officer must assess
the performance of the municipality in the first 6 months taking into account the past
year’s Annual Report, and progress on resolving the problems identified in the Annual

Report.

The municipality has prepared the Management Audit Action Plan (MAAP) which
captures all the issues in the audit report and actions to be taken by the municipality in
resolving those issues. The MAAP will be monitored on a quarterly basis through Internal

Audit and the office of the Municipal Manager.

Targets not achieved in the 2022/2023 Annual Report were considered in the plans for
the 2023/2024 financial year upon realization that they were not going to be achieved

after assessment of quarter 3 performance.

5. FINANCIAL IMPLICATIONS

The non-monitoring of cash-flow projections may negatively affect the cash flow of the
institution. Commitments above the approved amount may put a strain on the financial

resources of the municipality.
Projected Cash Flows

The following table presents cash flow projections until the end of the financial year 2024

Description Jan-24 Feb-24 Mar-24 Apr-24 May-24 Jun-24
Opening Balance Cash and cash

equivalents 788762821 592052 154 415 922 240 980 868 822 779995487 608 836 152
Projected Collection Service Charges 8 583 089 30482 184 47 485 602 21 844 000 29 503 000 28 142 000
Grants Revenue 15 410 977 17 113 227 745 255 856 15 179 000 15 179 000 15 179 000
Interest on investment 2628 417 2 500 000 2 688 848 2 500 000 2 500 000 2 500 000
Total Revenue " 815 385 304 642 147 565 1211352546 1020391822 827177487 654657 152
Salaries 62 702 335 62 702 335 62 702 335 62 702 335 62 702 335 62 702 335
Grants Expenditure 86 600 199 102 000 199 104 300 199 105 500 000 98 444 000 96 623 000
General Expenditure 74 030 616 61522 791 63 481 190 72194 000 57 195 000 64 066 000
Total Expenditure 223333150 226 225 325 230 483724 240396 335 218341335 223391335
Surplus/(Deficit) 592 052 154 415922 240 980 868 822 779995487 608836152 431265817
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6. COMMENTS

The report depicts the extent to which the organization utilizes its resources including
financial and personnel in acceleration of service delivery. This is a consolidated report,

constituted by reports from various functional and portfolio areas.

7. RECOMMENDATION

The Executive Mayor recommends:

7.1 THAT The Municipal Council notes the 2023/2024 Mid-term Report on state
of financial affairs;
7.2THAT The Municipal Council notes that the Budget & SDBIP will be adjusted.
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