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EXECUTIVE SUMMARY

To Our Stakeholders

STRATEGIC HIGHLIGHTS

The municipality has undertaken a journey to building trust relationships within the municipal
environment-the road to sustainable service delivery provision, and the strategic highlights of the
period under review was achieving an unqualified report with findings from the Auditor General as well
as the testing of the cascading of the performance management systems to lower level employees.
With the system we are confident that as a municipality we will be able to generate reliable, accurate
and useful performance information, moving forward.

This journey has been the most difficult one, as we have to address employee attitude so that they can
embrace the new change. We have partnered with Virgin Activ to develop, configure, data capture and
generate reports on the system. This is the last report that will be generated manually by the
municipality. The 3" quarter report will be generated by the system.

FINANCIAL HIGHLIGHTS

The closing balances of call investments accounts amount to R 2 312 million, of the money market is
R 9 386 million, the MIG investment account is R 49 940 million as at the 31 December 2018.
Interest accumulated on investments is R 1 3 544 million. The cash and cash equivalents is a positive
balance of R 51 967 million, included in this balance is the primary bank account with the balance of
R 2 707 million and the interest on this is primary bank account is R 91 798 thousands.

OPERATING HIGHLIGHTS

Institutionally the municipality is operating as planned, the only challenge is with regard to achieving all
targets that it has set itself to achieve for the financial year. Council, Senior Management and Middle
Management need to continuously monitor the planning, implementation and review off all municipal
plans and policies to ensure that targets are met.

LOOKING AHEAD

We need to address all the challenges identified by the Auditor General in the Audit Report 2017/2018,
take into account the Audit And Performance Audit Committee, Municipal Public Accounts Committee,
Risk Management Committee, IDP/PMS Division and the Internal Audit Unit recommendations and the
municipality will indeed transition to building trust relationships within the municipal environment-
the road to sustainable service delivery provision.

MAOKE N A
EXECUTIVE MAYOR
January 18, 2018
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EXECUTIVE SUMMARY

Purpose

To report to Council on the Mid-Year Budget and Performance Results as at the end of the 2" quarter
of the 2018/2019 financial year as required by Section 52(d) and Section 72 of the Municipal Finance
Management Act, 56 of 2003 and more detailed in the Budget and Reporting Regulations.

Strategic Objective

To promote good governance and report on the financial sustainability of the Setsoto Local
Municipality.

Background

Sections 52(d) and 72 of the Municipal Finance Management Act, 56 of 2003, and in terms of section
28 of the Government Notice 32141 dated 17 April 2009, regarding the “Local Government: Municipal
Finance Management Act, 32 of 2003, Municipal Budget and Reporting Regulations” necessitates that
specific financial particulars be reported on and in the format prescribed, hence this report to meet
legislative compliance.

“The mayor of a municipality-

52(d) must, within 30 days of the end of each quarter, submit a report to Council on the implementation
of the budget and financial state of the municipality;”

In compliance with section 52(d) relating to the quarterly reporting period ended 31 December 2018,
the 30 days limit expires on 30 January 2018.

Section 72 of the Municipal Finance Management Act, 56 of 2003 stated that-
“The accounting officer of a municipality must by 25 January of each year-

(a) Assess the performance of the municipality during the first half of the financial year, taking into
account-...”

This report is compiled to include the Mid-Year Performance Assessment of the Setsoto Local
Municipality.

Furthermore, Section 31(1) of the Government Gazette No 32141 of 17 April 2009 prescribes the
following:

“31. (1) the mayor’s quarterly report on the implementation of the budget and financial state of affairs of
the municipality as required by section 52(d) of the Act must be-

(a) in the format specified in Schedule C and include all required tables, charts and explanatory
information, taking into account any guidelines issued by the Minister in terms of section 168(1)
of the Act; and

Page 2 0f 18



EXECUTIVE SUMMARY

(b) consistent with the monthly budget statement for September, December, March and June as

applicable; and
(c) submitted to the National Treasury and relevant Provincial Treasury within five days of tabling

of the report in council.”
The following annexure are provided:

Annexure A: Budget and Financial Reporting Performance Report 2018/2019
Annexure B: SDBIP Performance Assessment Report 2018/2019
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FINANCIAL PERFORMANCE

Operating Revenue

The Net Operating Income for the 2" quarter ended 31 December 2018 of R 288 874 million is much
higher than the year to date budget of R 225 042 million. The contributors to the performance for the
2nd quarter of the 2018/2019 financial year that ended 31 December 2018 are as follows:

Description | R’ million

Positive

Property Rates 31 168 000
Electricity Revenue 37 846 000
Water Revenue 30 059 000
Sanitation Revenue 15 725 000
Refuse Revenue 29 059 000
Interest earned-outstanding debtors 15512 000
Dividends 60 000
Transfers and subsidies 133 208 000
Other Own Revenue 2 273 000
Negative

Rental of facilities and equipment Revenue 78 000
Investment Revenue 1938 000
Fines, penalties and forfeits 134 000
Licenses and permits 13 000

The reason for the above negative deviation are as follows:

e The investment revenue -40% (R 1 938 million) below the budget income of R 3 257 million.
The collection rate for the second quarter ended 31 December 2018 is 52%, which is less than
the target of 85% for the second quarter target, which is also less than the annual target of 85%.
The Revenue Enhancement Strategy implementation needs to be intensified and the installation
of smart meters be fast-tracked in order to maximise our revenue collection.

Those areas were meter verification is done and the second reading has been captured, customers
should be notified that they are going to be billed as per their consumption rate and no longer be
charged a basic tariff of R100.00.

With regard to the cash and investment portion, a cash target of 55 days need to be investigated and
be captured in the revised SDBIP for 2018/2019 financial year. The actual performance as at end of 31
December 2018 is not captured but assumed to be almost at 100 days.

Operating Expenditure

The Net Operating Expenditure for the 2" quarter ended 31 December 2018 amounted to
R 178 111 million is -46% less than the budgeted expenditure of R 329 054 million. The main
contributors to the variance for the 2" quarter ended 31 December 2018 is as follows:

e  The actual remuneration cost for the 2" quarter is -12% less than budgeted. Though the amount
spend is significantly less than budgeted amount, the employee related cost need to be adjusted
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FINANCIAL PERFORMANCE

upwards as the current budget is insufficient for the current filled positions, excluding those that
have been vacant from the previous financial year and those that have become vacant in the
past six months.

e Depreciation and Asset Impairment amounted to is not accounted for in the financial report. This
matter need to be addresses so as top address to only find out at the end of the financial year
that we need to approve unauthorised expenditure.

e Repair and maintenance is spending is not disclosed in the financial report ending 31 December
2018.

e  The actual cost for finance charges 191% (R 3 784 million) more than budgeted. This has been
brought about by fact that the municipality has less cash at the bank and thus it takes longer to
pay creditors within the required timeframes of 30 days.

e  Material and bulk purchases in total is R 47 744 million (90 %) less than budgeted. The bulk
purchases are within the budget whereas other material purchases are under the

e  The actual cost for contracted services is above by 6525% (R 9 479 million) more than
budgeted. If this spending is not curbed, the budget will have to be adjusted upwards in order to
prevent unauthorised expenditure.

e  Grants and subsidies paid is R 198 624 million and year to date spending is R 166 657million
which represent spending of 84% of the year to date receipts and 58% of the full year forecast.

e  The actual expenditure for general and other expenditure is 156% (R 7 795 million) less than
budgeted. Details of the spending per line item and spending as per different contributors is on
page7 to page 8 of the Budget and Financial Report- Mid-Year (Second Quarter) attached to this
report.

The deviation of the budgeted expenditure is discussed in more detail in the Budget and Financial
Report-Mid-Year (Second Quarter).

Capital Expenditure

The actual capital expenditure for the second quarter of the 2018/2019 financial year ended 31
December 2018 is 90% (R 56 448 million), which represent a spending of 50% of the total budget of

R 112 897 million, this is within the norm
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INSTITUTIONAL MID-YEAR PERFORMANCE

Service delivery and Budget Implementation Plan 2018/2019 Mid-Year Performance
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The mid-year performance for 2018/2019, indicates that of the performance planned for 1st quarter and
2nd quarter 261 (84 %) of the planned targets were achieved and 49 (16%) of the planned targets were
not achieved. The current organisational performance is standing at 67% which is 17% higher than the
year to date performance of 50%.
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DEPARTMENTAL PERFORMANCE

Department of the Office of the Municipal Manager
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A total of 84 targets were planned for the 2018/2019 financial year, of which 51targets were planned for
quarters one and two. In total 46(91%) targets were achieved and 5 (9%) targets were not achieved.
The current departmental performance is standing at 58% which is 5% higher than the year to date
performance of 50%. The main reasons divisions sited for non-achievements were:

o Offices of the Speaker and the Executive Mayor not submitting their quarterly reports.
o Liaison officers in the Office of the Municipal Manager nor submitting their quarterly reports
¢ Financial constraints due to cash flow difficulties
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DEPARTMENTAL PERFORMANCE

Department Corporate Services
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A total of 74 targets were planned for the 2018/2019 financial year, of which 57 targets were planned
for quarters one and two. In total 49 (86%) targets were achieved and 8 (14%) targets were not
achieved. The current departmental performance is standing at 54% which is 4% higher than the year
to date performance of 50%. The main reasons divisions sited for non-achievements were:

e The division has already developed an action plan to address the issue of all HR related
policies that needs to be reviewed which will be addressed in the third quarter.

e After the structure was revised during the strategic session which was held during the first
quarter, the Department of CoGTA was engaged with the view to assist us in giving an expert
advice in terms of organisational development before the structure can be tabled to council.

e The division will still pursue engagements to check when the department will second an official
to assist in this regard.

e The second quarter’s risk meeting did not sit but the target will be addressed during the third
quarter.

e Indicators not achieved during at Mid-Year of 2018/2019 only relates to the Workshop on
Records Managements which has not yet been held. The workshops will be held during the 3™
guarter and by year end, target will be fully achieved

e The new Risk Register will be the resort for the Municipality for reporting, this was as a result
that the termination of the contract of the Barnowl! system

e The following targets could not be met as a result of a standing vacancy of the Manager Legal
position:

o Percentage of legal advice and opinions provided timeously within SLM.
o Number of Corporate Services Policies Developed and Reviewed.
o Number of engagement sessions.
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DEPARTMENTAL PERFORMANCE

e The unit therefore propose that filing of this position be prioritised as a matter of urgency as it
also has a negative impact on performance of this division. The second target on Eviction
Application made, during this quarter, there were no applications submitted for evictions, but in
future when there as applications the division ensure giving it the necessary attention.

e Lastly on the Audit Action Plan, the division will in the next financial year revise the target on
submission of the Action Plan, as the number of 12 reports to be submitted is way more than
the months that the report should be submitted. Consideration will be given on the time AG is
here for audit so that we should exclude those months.
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DEPARTMENTAL PERFORMANCE

Department Treasury Services
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A total of 73 targets were planned for the 2018/2019 financial year, of which 61 targets were planned
for quarters one and two. In total 56 (92%) targets were achieved and 5 (8%) targets were not
achieved. The current departmental performance is standing at 77% which is 27% more than the year
to date performance of 50%. No reasons were provided for non-performance.
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DEPARTMENTAL PERFORMANCE

Department Engineering Services
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A total of 103 targets were planned for the 2018/2019 financial year, of which 89 targets were planned
for quarters one and two. In total 66 (74%) targets were achieved and 23 (26%) targets were not
achieved. The current departmental performance is standing at 64% which is 14% high than the year to
date performance of 50%. The main reasons divisions sited for non-achievements were:

e There was a delay in the implementation of four projects and the target would be met in the
third quarter.
e Drought Business Plan was Submitted to DWS

e Water and sewer projects in Marquard that were not progressing as a result the contractor’s
contract was terminated.

e The contract was terminated due to slow production and the sub-contractors were appointed to
complete the works.
e Only 18 vehicles were due for licensing.
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DEPARTMENTAL PERFORMANCE

Department Development Planning and Social Security
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A total of 53 targets were planned for the 2018/2019 financial year, of which 52 targets were planned
for quarters one and two. In total 44 (85%) targets were achieved and 8 (15%) targets were not
achieved. The current departmental performance is standing at 83% which is 33% high than the year to
date performance of 50%. The main reasons divisions sited for non-achievements were:

e Lack of manpower

o Delays in procurement processing

e Task should be performed by Agri-Clerks but have no transport to travel around units
e Function was suspended since July —-December 2018

e Shortage of manpower. Informal Trade Plan yet to be developed
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ORGANISATIONAL IMPLICATIONS

Organisational and Human Resource Implication

e Office of the Municipal Manager for assessment of the departmental reports and compilation of
the Performance Report.

e Internal Audit Unit for quality assurance

e IDP/PMS Division for assessment of the departmental reports and compilation of the
Performance Report.

Legal Implication

The report is compiled in accordance with the requirement of the Municipal Finance Management Act,
56 of 2003, Municipal Systems Act, 32 of 2001, Municipal Budget and Reporting Regulations of 2005
and the Municipal Planning and Reporting regulation of 2001.

Communication Implication

The contents of the report must be communicated to the National Treasury, Provincial Treasury,
COGTA as well as the Auditor General. The report should also be placed on the official website of the
Council.

Other Departments Consulted

e Department Treasury Services for submission of non-financial performance information and
recommendations are supported.

e Department Corporate Services for submission of non-financial performance information and
recommendations are supported.

e Department Development Planning and Social Security for submission of non-financial
performance information and recommendations are supported.

o Department Engineering Services for submission of non-financial performance information and
recommendations are supported.
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RECOMMENDATION

Recommendation

1. That the report on the Financial and Performance Results of the Second Quarter of the 2018/2019
financial year as required by Section 52(d) of the Municipal Finance Management Act, 2003, be
discussed and resolution be made as the need for the compilation of Adjustment Budget and
Adjusted Service Delivery and Budget Implementation Plan by the 28 February 2018.

2. That, in compliance with, Section 71 of the Municipal Finance Management Act, 56 of 2003 and in
terms of Government Notice 32141 dated 17 April 2009, regarding the “Local Government:
Municipal Finance Management Act, 56 of 2003 Municipal Budget and Reporting Regulations” the
statement reflecting the interim financial statement for the 2" quarter ending 31 December 2018
be submitted by the Accounting Officer to the Executive Mayor.

3. That, in compliance with, Section 52(d) and Section 71 of the Municipal Finance Management Act,
56 of 2003 and in terms of Government Notice 32141 dated 17 April 2009, regarding the “Local
Government: Municipal Finance Management Act, 56 of 2003 Municipal Budget and Reporting
Regulations” the financial results regarding the operating and capital budgets for the 2 quarter of
the 2018/2019 financial year, and supporting documents as required by National Treasury
(Schedule C) as at 31 December 2018, is submitted.

4. In order to comply with Section 31(1) of the Government Notice 32141 dated 17 April 2009 this
report be submitted to National Treasury, Free State Provincial Treasury and COGTA within five
days of tabling of the report in the Council, in both a Council approved document and in electronic
format.
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MID-YEAR BUDGET AND PERFORMANCE ASSESSMENT REPORT

01 JULY 2018-31 DECEMBER 2018

OFFICE OF THE EXECUTIVE MAYOR
SETSOTO LOCAL MUNICIPALITY
FICKSBUR 9730




Part 1
Financial Information




Purpose

The purpose of the report is to inform Council of the municipality’s mid-year actual performance for
the Mid-year financial year against the approved budget and the service delivery and budget
implementation plan in compliance with Section 52(d) and 72 of the Municipal Finance Management
Act, 56 of 2003 and the requirements as promulgated in the Government Gazette No 32141 of 17 April
2009, by providing the statement of the implementation of the budget, financial state of affairs and
the implementation of the service delivery and budget implementation plan of the municipality to the
Council, as legislated.

Strategic Objective

The strategic objective of this report is to ensure good governance, financial viability and management
and optimal organisational development and transformation to execute its mandate.

Background

Section 52(d) of the Municipal Financial Management Act, 56 of 2003 and Section 28 of Government
Notice 32141 dated 17 April 2009, regarding the “Local Government Management Financial
Management Act, 56 of 2003 and the Municipal Budget and Reporting Regulations” necessitates that
specific financial particulars be reported on and in a prescribed format, hence this report to meet
legislative compliance.

In terms of Section 52(d) of the Municipal Finance Management Act, 56 of 2003, “the mayor of a
municipality-

o Must within 30 days of the end of each quarter, submit a report to the council on the
implementation of the budget and the financial state of affairs of the municipality.”

Section 72 further states that the accounting officer of a municipality must by 25 January of each year-
a) assess the performance of the municipality during the first half of the financial year, taking
into account-
o the monthly statements referred to in section 71 for the first half of the financial year;
o the municipality’s service delivery performance during the first half of the financial
year, and the service targets and performance indicators set in the service delivery
and budget implementation plan; and
o the past year’s annual report, and progress on resolving problems identified in the
annual report.
b) Submit a report on such assessment to-
o The mayor of the municipality
o National and provincial treasuries.
The statements referred to in the section 71(1) for the sixth month of a financial year may be
incorporated into the assessment report.

As part of the review the accounting officer must-
o Make recommendations as to whether an adjustments budget is necessary; and

o Recommend revised projections for revenue and expenditure to the extent that this may be
necessary.

Report for the period ended 31 December 2018




4.1

This report is based upon financial and non-financial information as at 31 December 2018 and
available at the time of preparation. All variances are calculated against the approved budget and
service delivery and budget implementation plan figures. The results for the period are summaries as
follows:

Statement of Financial Performance-Table C4

Revenue

FS191 Setsoto - Table C4 Monthly Budget Statement - Financial Performance (revenue and expenditure) - Mid-Year Assessment

201718 Budget Year 2018/19
Description (?l:lt(::i;:\’e g:g:‘:t' A;[J:;Z‘::’ M;'::]::Y YearTD actual :jzge[: YTD variance | YTD variance E::LI:::
R thousands %
Revenue By Source
Property rates 52,961 50,000 - 5325 31,168 25,000 6,168 25% 59,166
Service charges - electricity revenue 68,345 75,707 - 5,600 37,846 37,854 (8) 0% r 75,692
Service charges - water revenue 46,965 55,002 - 5,029 30,859 27,501 3,358 12% 4 61,719
Service charges - sanitation revenue 20,931 25,020 - 2,626 15,725 12,510 3215 26% 1 31,450
Service charges - refuse revenue 30,565 30,000 - 3,348 20,059 15,000 5,059 34% r 40,119
Service charges - other 330 - - - - - - r -
Rental of faciliies and equipment 1,192 697 - 9 78 348 (270) -78% r 157
Interest earned - external investments 2,396 6,514 - 412 1,938 3,257 (1,318) -40% 4 3,877
Interest earned - outstanding debtors 24177 28,001 - 2,774 15,512 14,000 1,511 1% 4 31,024
Dividends received 51 35 - - 60 18 42 241% 4 119
Fines, penalties and forfeits 1,689 600 - 37 134 300 (166) -55% 4 268
Licences and permits 190 35 - 5 13 18 (4) -25% f 26
Agency services - - - - - - - 4 -
Transfers and subsidies 162,806 177,144 - 57,976 133,208 88,572 44,636 50% f 266,416
Other revenue 20,065 1,329 - 90 2,273 665 1,609 242% f 4,547
Gains on disposal of PPE - - - - - - - f -
Total R (excluding capital transf 432,661 450,084 - 83,230 288,874 225,042 63,832 28% 574,579
and contributions)

Statement of Financial Performance in Annexure A is prepared on similar basis to the prescribed
budget format, detailing revenue by source, excluding capital transfers and contributions, and
expenditure by type. The actual revenue for the period amount to R 288,874 million on the year to
date target of R 225,042 million resulting in a variance of 28% and the expenditure for the period
amount to R 178,111 million) on a year to date target of R 329,054 million resulting in a variance of -
46%.

Cognisance should be taken that depreciation was not taken into account and should it be, the
expenditure for the period amount to R297,695 million resulting on a variance of -9,5%.

The actual performance for the second quarter ended 31 December 2018 (excluding capital transfers
and contributions) on operating budget can be summarised as follows:

Mid-year Year to date Budget Mid-year Year to date Actual Variance
Revenue By Source 225,042 288,874 | 28%
Expenditure By Type 329,054 178,111 | (46%)
Surplus/(Deficit) (104,012) 110,763

Major Revenue Variances against the budget




Property rates have a favourable variance of R 6,168 million (25%) for the period, the new valuation
roll has been implemented with effect from beginning of the financial year and new levies were
implemented on properties and resulted into this variance.

Water revenue have a favourable variance of R 3,358 million (12%) against the year to date target
which is slightly material; it should be noted that water in towns is consumption dependant and that
in township there is a flat rate charged.

Sanitation Revenue has a variance of R 3,215 million (26%) for the period, the variance is material
therefore the budget must be adjusted upwards.

Refuse revenue has a favourable variance of R 5,069 million (34%), the variance is material therefore
the budget must be adjusted upwards;

Rental of facilities and equipment have a variance of R270 thousands less than the budget year to
date, it should be noted that properties are rented as and when required and their rentals are paid
once-off and that’s where most income is earned unlike those that have a long term lease contract.
Lessee who have a long term lease contract they have a tendency of not paying their rent until such
time when their contract expires and this results on deficit on the budget;

Interest earned — external investments has an unfavourable variance of R1 million representing 40
percent against the budget. It should be noted that returns on investment depend on the amount
invested as well as the period invested. With the municipality having lowest cash balances in the
period under reporting, investments were kept to a minimum and for a less period hence the target
could not be met.

Interest earned-outstanding debtors have a favourable variance of R 1,511 million (11%) for the
period, the increase is as a result of non-payment for services in certain areas;

In light of the above it indicate that the municipality needs to adjust its revenue budget upwards. This
is brought mainly by Property rates and service charges, but it should be noted that the tariffs will not
be affected and will remain the same, since it is against the prescripts of the MFMA to revise tariffs
during the financial year. It should also be considered that the property rates and service charges
reported above are billed revenue and that when taking the average payment rate of the said services
then the provision for bad debts will also be required to be increased accordingly.

Revenue by Source
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FS$191 Setsoto - Table C1 Monthl

Budget Statement Summary - Mid-Year Assessment
2017118 Budget Year 2018/19
Description Audited Original Adjusted Monthly YearTD ) ) Full Year
Outcome Budget Budget actual YearTD actual budget YTD variance | YTD variance Forecast
R thousands %
Financial Performance
Property rates 52,961 50,000 - 5,325 31,168 25,000 6,168 25% 59,166
Service charges ’ 167,135 ’ 185,729 1 -7 16,602 f 104,490 ! 92,865 11,625 13% 208,979
Investment revenue 2,396 6,514 - 412 1,938 3,257 (1,318) -40% 3,877
Transfers and subsidies 162,806 177,144 - 57,976 133,208 88,572 44,636 50% 266,416
Other own revenue 47,363 30,697 - 2,915 18,070 15,348 2,722 18% 36,141
Total Revenue (excluding 432,661 450,084 - 83,230 288,874 225,042 63,832 28% 574,579
capital transfers and
contributions)
DORA FUTURE OWN YTD YTD NET
GRANT YTD RECEIPTS % SPENT
ALLOCATION RECEIPTS | CONTRIBUTION | EXPENDITURE | BALANCE
UNCONDITIONAL
Equitable Share R 173,927,000 |R 130,446,000 |R 43,481,000 | R R 130,446,000 R 100%
Sub-Total R 173,927,000 | R 130,446,000 (R 43,481,000 | R R 130,446,000 | R 100%
CONDITIONAL
EPWP R 1517000 (R 1,062,000 | R 455,000 | R R 825,006 |R 236,994 | 78%
FMG R 1,700,000 (R 1,700,000 | R R R 691,854 |R 1,008,146 | 41%
INEG R 682,000 | R 400,000 | R 282,000 | R R R 400000 0%
MIG R 57,782,000 |R 25,616,000 [R 32,166,000 | R R 25587988 [R 28,012 | 100%
RBIG R 30,000,000 |R 25,000,000 (R 5,000,000 |R R R 25,000,000 0%
WSIG R 20,000,000 |R 14,400,000 (R 5,600,000 | R R 9,106,557 R 5293443 | 63%
Sub-Total R 111,681,000 R 68,178,000 (R 43,503,000 | R R 36,211,405 | R 31,966,595 | 53%
TOTAL R 285,608,000 | R 198,624,000 [R 86,984,000 | R R 166,657,405 | R 31,966,595 | 84%

Grants and subsidies received on year to date amount to R 198,624 million included in that is R 130,446
million of equitable share which is regarded as unconditional grant. Conditional grants received
amount to R 68,178 million and 53% of it has been spent to date

Expenditure




FS191 Setsoto - Table C4 Monthly Budget Statement - Financial Performance (revenue and expenditure) - Mid-Year Assessment

2017/18 Budget Year 2018/19
Description Audited Original Adjusted Monthly YearTD ) ) Full Year
Outcome Budget Budget actual YearTD actual budget YTD variance | YTD variance Forecast
R thousands %
Expenditure By Type
Employee related costs 175,808 207,481 - 16,403 91,056 103,741 (12,685) -12% 182,111
Remuneration of councillors 12,748 11,000 - 1,072 6,474 5,500 974 18% 12,948
Debtimpairment 78,138 56,000 - 1,168 17,958 28,000 (10,042) -36% 35915
Depreciation & assetimpairment 176,926 239,167 - - - 119,584 (119,584) -100% -
Finance charges 5,961 2,600 - 642 3,784 1,300 2,484 191% 7,567
Bulk purchases 53,990 67,000 - 5,484 39,310 33,500 5810 17% 78,620
Other materials - 38,276 - 606 (8,434) 19,138 (27,572) -144% (16,868)
Contracted services 13,380 286 - 4,138 9,479 143 9,336 6526% 18,959
Transfers and subsidies 2,11 650 - 2,582 12,186 325 11,861 3650% 24,372
r
Other expenditure 48,491 35,646 - 664 7,795 17,823 (10,028) -56% 15,589
4
Loss on disposal of PPE 258 - - (1,478) (1,496) - (1,496) #DIV/0! (2,993)
Total Expenditure 567,810 658,107 - 31,282 178,11 329,054 (150,943) -46% 356,221
Expenditure by Type
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Major Expenditure Variances against the budget

o Employee related costs have a variance of R 12,685 million (-12%) for the period, the variance
might increase up to equal the budget when provisions are calculated during the financial year
end. Actuarial valuations and provisions on leave and bonus has not been taken into account;

e Councillors remuneration have a variance of R 974 thousands (18%) higher than the budget year to
date and the budget need to be amended accordingly;

o Debtimpairment have a variance of R10,042 million which is lower than the year to date budget and
should remain the same during the adjustment budget compilation;

e Finance Charges have an unfavorable variance of R 2,484 million for the period. Due to less cash
balances available at the municipality’s bank, creditors are not paid within the required time
therefore they charge interest on overdue accounts that resulted in this unfavorable variances.
Finance charges budget will have to be adjusted upwards. It should be noted that interest charged
on overdue accounts will result into fruitless and wasteful expenditure.




o Bulk purchases have a favourable variance of R 5,810 million (17%) for the period, this variance mean
that the budget will have to be adjusted upwards;

e Contracted services have a huge unfavourable variance and need to be adjusted upwards in order
to avoid unauthorised expenditure;

e Transfers and grants also have a huge unfavourable variance of R 11,861 million (3650%) and will
have to be adjusted upwards;

e Other expenditure have a favourable variance of R 10,028 million (-56%) for the period due to strict
control measures that were implemented to restrict spending on non-essential services.

Based on above the total operating expenditure budget needs to be adjusted.

EMPLOYEE COST




FS191 Setsoto - Supporting Table SC8 Monthly Budget Statement - councillor and staff benefits - Mid-Year Assessment
201718 Budget Year 2018/19
Summary of Employee and Councillor remuneration ::t(ii::e g:ﬂ;':‘l A:lll‘;;t:td Ma‘::’t'::ly YearTD actual :lel:gz YTD variance | YTD variance Eglrle:::tr
R thousands %
A B C D
Other Municipal Staff
Basic Salaries and Wages f 104,828 f 156,293 - 10,966 64,968 83,647 (18,679) -22% r 129,936
Pension and UIF Contributions d 21,715 8,282 - 560 3,379 4141 (762) -18% r 6,758
Medical Aid Contributions 11,908 14,652 - 1,000 5,999 7,326 (1,327) -18% r 11,998
Overtime 8,527 2,638 - 526 3,323 1,319 2,004 152% r 6,646
Performance Bonus 8,693 9,409 - 2,002 5,303 4,704 598 13% 4 10,606
Motor Vehicle Allowance 12,005 9,822 - 764 4517 4,911 (394) -8% r 9,033
Cellphone Allowance 715 175 - 14 84 88 4) -5% r 167
Housing Allowances 545 411 - 215 1,190 205 985 480% 4 2,380
Other benefits and allowances f 2,341 - - - - - - f -
Payments in lieu of leave 3,739 4,062 - 337 2,096 2,031 65 3% f 4,193
Long service awards 790 1,737 - 18 197 868 (672) -17% r 394
Post-retirement benefit obligations - - - - - - - 4 -
Sub Total - Other Municipal Staff 175,808 207,481 - 16,403 91,056 109,241 (18,185) -17% 182,111
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Revenue and Expenditure by municipal vote
FS191 Setsoto - Table C3 Monthly Budget Statement - Financial Performance (revenue and expenditure by municipal vote) - Mid-Year
Vote Description 2017118 Budget Year 2018/19
el I e G YOt e e L
R thousands %
Revenue by Vote
Vote 1 - Executive and council 1,493 44,853 - 13,416 28,073 22427 5,647 25.2% 56,147
Vote 2 - Municipal Manager - 4,283 - 1,428 3212 2,141 1,071 50.0% 6,424
Vote 3 - Treasury 27,665 82,231 - 7,952 46,878 41,115 5,763 14.0% 93,756
Vote 4 - Corporate Services 1,221 1,607 - 3 257 803 (546) -68.0% 514
Vote 5 - Development Planning and Social Security - 5,021 - 176 1,227 2,511 (1,284) -51.1% 2,454
Vote 6 - Development Planning and Social Security 45,784 51,210 - 10,246 35,672 25,605 10,067 39.3% 71,344
Vote 7 - Engineering Services 18,546 350,240 - 47432 197,847 175,120 22,727 13.0% 395,695
Vote 8 - Engineering Services - 12,105 - 1,478 41,304 6,053 35,251 582.4% 82,607
Total Revenue by Vote 94,711 551,550 - 82,129 354,470 275,775 78,696 28.5% 708,941




Revenue by Vote
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FS191 Setsoto - Table C3 Monthly Budget Statement - Financial Performance (revenue and expenditure by municipal vote) - Mid-Year

Vote Description 201718 Budget Year 2018/19
el I Rl e e B T T
Rthousands %
Expenditure by Vote
Vote 1 - Executive and council 44,739 21,660 - 3,197 16,831 10,830 6,001 55.4% 33,662
Vote 2 - Municipal Manager - 28,373 - 1,258 7,467 14,187 (6,719)]  -47.4% 14,934
Vote 3 - Treasury 21,141 39,478 - 4,645 19,769 19,739 30 0.2% 39,539
Vote 4 - Corporate Services 11,369 32,578 - 1,907 11,180 16,289 (5,109) -31.4% 22,359
Vote 5 - Development Planning and Social Security 2,533 26,780 - 1,237 7,482 13,390 (5,909) -44.1% 14,963
Vote 6 - Development Planning and Social Security 43,685 57,545 - 3,758 25,624 28,773 (3,149) -10.9% 51,247
Vote 7 - Engineering Services 11,840 424,637 - 12,606 82,461 212,319 (129,858) -61.2% 164,922
Vote 8 - Engineering Services - 27,056 - 1,573 7,297 13,528 (6,231)]  -46.1% 14,595
Total Expenditure by Vote 135,307 658,107 - 30,182 178,111 329,054 (150,943)]  -45.9% 356,221
Surplus/ (Deficit) for the year (40,596) (106,558) - 51,948 176,360 (53,279) 229,638 |  -431.0% 352,719
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5. Capital Expenditure-Table C5

The municipality’s capital budget is financed through grants and subsidies as well as internally
generated funds.

FS191 Setsoto - Table C5 Monthly Budget Statement - Capital Expenditure (municipal vote, functional classification and

Budget Year 2018/19
Vote Description (B):?ilg;]jtl A:il:izt::’ M;:::j';'ly YearTD actual :ﬁ:‘;rz YTD variance | YTD variance Ez:'leI:::
R thousands %
Capital Expenditure - Functional Classification
Governance and administration 1,564 - - 1,010 782 228 29% 2,020
Executive and council 330 - - 86 165 (79) -48% r 172
Finance and administration 1,179 - - 907 590 317 54% ’ 1,813
Internal audit 54 - - 17 27 (10) -37% f 34
Community and public safety 11,990 - - 5,612 5,995 (383) -6% r 11,224
Community and social services - - - - - - ’ -
Sportand recreation 11,715 - - 5,612 5,858 (245) -4% ’ 11,224
Public safety - - - - - - g -
Housing 275 - - - 138 (138) -100% f -
Health - - - - - - -
Economic and environmental services 499 - 1,145 3,282 250 3,033 1214% 6,565
Planning and development 94 - - - 47 (47) -100% f -
Road transport 405 - 1,145 f 3,282 203 3,080 1521% g 6,565
Environmental protection - - - - - - q -
Trading services r 115,667 f - 16,163 46,544 57,833 (11,290) -20% g 93,088
Energy sources 6,630 - - 3,285 3,315 (30) -1% g 6,569
Water management 108,162 - 1,067 f 14,257 54,081 (39,824) -14% q 28,514
Waste water management 400 - 15,096 f 25,888 200 25,688 12844% f 51,775
Waste management 475 - - 3,115 237 2,877 1211% g 6,229
Other - - - - - - -
Total Capital Expenditure - Functional Cl: 129,720 - 17,309 56,448 64,860 (8,412) -13% 112,897
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Capital Expenditure By Standard Classification
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FS191 Setsoto - Table C5 Monthly Budget Statement - Capital Expenditure (municipal vote, functional classification and funding) -

Budget Year 2018/19
Vote Description gﬂzg‘:: A:il;zt::i M;::::::Y YearTD actual : j:;rz YTD variance | YTD variance I':zlrleI:::
R thousands %
Single Year expenditure appropriation
Vote 1 - Executive and council 213 - - 86 107 (21) -19% 172
Vote 2 - Municipal Manager 226 - - 235 113 122 108% 469
Vote 3 - Treasury 240 - - 85 120 (35) -29% 170
Vote 4 - Corporate Services 689 - - 87 345 (258) -75% 174
Vote 5 - Development Planning and Social Security 11,715 - - 6,116 5,858 259 4% 12,233
Vote 6 - Development Planning and Social Security 490 - - 3,128 245 2,883 1M77% 6,255
Vote 7 - Engineering Services 115,582 - 17,309 46,712 57,791 (11,079) -19% 93,424
Vote 8 - Engineering Services 565 - - 9 282 (273) -97% 19
Total Capital single-year expenditure 129,720 - 17,309 56,458 64,860 (8,402) -13% 112,915
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6. Cash Flow Statement-Table C7

FS191 Setsoto - Table C7 Monthly Budget Statement - Cash Flow - Mid-Year Assessment
2017/18 Budget Year 2018/19
udied | Grnat raietosTHom Y vearroscua| Y32 170 varance 7o varanca | Eon e
R thousands %
CASH FLOW FROM OPERATING ACTIVITIES
Receipts
Property rates 55,060 40,000 - 1,673 11,903 " 20,000 (8,097) -40% 23,806
Service charges 75,449 | 148,583 - 3,513 42,335 " 74,292 (31,956) -43% 84,671
Other revenue " 2,290 2,129 - 951 " 10,177 " 1,065 9,112 856% 20,354
Government - operating 162,806 177,826 - 57,976 " 133,208 " 88,913 44,295 50% " 177,826
Government - capital 83,997 107,782 - - 65,545 " 53,891 11,654 22% " 107,782
Interest 2,396 28,393 - 410 " 2,434 " 14,197 (11,763) -83% 4,868
Dividends 51 35 - - 60 " 18 42 241% 119
Payments
Suppliers and employees (298,111)| (359,690) - (35,852) (177,423) '(179,845) (2,422) 1% 4 (354,846)
Finance charges (5,961)|  (2,600) - (642) (2,626) i (1,300) 1,326 -102% (5,253)
Transfers and Grants - (650) - (2,582) (12,186) " (325) 11,861 -3650% | (24,372)
NET CASH FROM/(USED) OPERATING ACTIVITIES 77,977 141,809 - 25,448 73,426 70,905 (2,522) -4% 34,955
CASH FLOWS FROM INVESTING ACTIVITIES
Receipts
Proceeds on disposal of PPE r 375 - - (1,478) (1,496) - (1,496) " #Divior (2,993)
Decrease (Increase) in non-currentdebtors - - - - - - - -
Decrease (increase) other non-current receivables - - - - - - - " -
Decrease (increase) in non-currentinvestments - - - - 11,600 - 11,600 4 #DIV/0! 23,200
Payments
Capital assets (99,118)| (129,720) - (17,309) (30,495) i (64,860) (34,365) 53% 1 (60,990)
NET CASH FROM/(USED) INVESTING ACTIVITIES (98,743)| (129,720) - | (18,786) (20,391)| (64,860) (44,469) 69% (40,782)
CASH FLOWS FROM FINANCING ACTIVITIES
Receipts
Short term loans - - - - - - - 4 -
Borrowing long term/refinancing - - - - - - - " -
Increase (decrease) in consumer deposits - - - 83 2,833 - 2,833 r #DIV/0! 5,666
Payments
Repayment of borrowing 19,062 (3,000) - (1,416) (4,276) i (1,500) 2,776 -185% (8,553)
NET CASH FROM/(USED) FINANCING ACTIVITIES 19,062 (3,000) - (1,333) (1,444)!  (1,500) (56) 4% (2,887)
NET INCREASE/ (DECREASE) IN CASH HELD (1,704) 9,089 - 5,328 51,591 4,544 (8,714)
Cash/cash equivalents at beginning: 2,081 - - 378 - 378
Cash/cash equivalents at month/year end: 377 9,089 - 51,969 4,544 (8,337)

The municipality continue to suffer financially and it also fails to pay creditors when due, necessary
control need to be implemented to increase the cash inflow as well as to decrease the outflow of
cash.

7. Outstanding Debtors Report-Table SC3

The debtors report is prepared on the basis of the format required to be lodged electronically with
National Treasury. This format provides an extended age analysis, as well as an aged analysis by debtor

type. The debtors balance as at 31 December 2018 is R 434,321 million.
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F$191 Setsoto - Supporting Table SC3 Monthly Budget Statement - aged debtors - Mid-Year Assessment

Description Budget Year 2018119
Rithousands 0-30Days | 31-60Days | 61-90Days | 91-120Days | 121-150 Dys | 154-180Dys | 181Dys-1Yr| OverYr |Total I:teilsﬂ days
Debtors Age Analysis By Income Source
Trade and Oher Receivables from Exchange Transactons - Water 8,510 3,708 3,603 3,675 3511 2859 14213 64,221 104,306 f 88,485
Trade and Oher Receivables from Exchange Transactons - Electicly 5,246 1,359 1,223 1192 1,145 1,007 3,054 12,142 26,367 f 18,539
Receivables fom Non-exchange Transacions - Property Rates 7,653 2,754 2,659 2,585 2491 2453 11788 51,590 83912 f 70,906
Receivables fom Exchange Transacions - Waste Water Management 4214 1905 1853 1817 1781 1,3% 6,808 30,728 50,508 f 4253
Receivables fom Exchange Transactons - Waste Management 5,388 2469 2431 2401 2310 1,860 9,046 39,167 65,123 f 54,835
Receivables fom Exchange Transacions - Property Rental Deblors - - - - - - - - - f -
Intereston Arrear Deblor Accouns 5428 2,558 2462 2,361 2,048 211 11,963 47,033 16,224 f 65,776
Recoverable unauthorised, irregular, fuiess and wasteful expendiure - - - - - - - - - f -
Other 3419 (178) 1215 1,359 1,361 (5,189) 2315 2519 21820 [ 23,365
Total By Income Source 39,859 14574 15,444 15,390 14913 6,557 59,187 268,396 434301 364,443
Debtors Age Analysis By Customer Group
Organs of Staie 3951 12 1,589 1625 1564 (4,025) 8,065 25,601 38,681 f 32830
Commercial 4911 1191 1124 1,151 1,001 657 2,646 16,085 28,766 [ 21,540
Houseolds 30379 12847 12642 12499 12070 97718 47,764 21,536 359,514 f 303,647
Otrer 618 25 90 115 M9 147 m 5175 7,360 f 6,426
Total By Customer Group 39,859 14,574 15,444 15,390 14913 6,557 59,187 268,396 434301 364,443

300,000 9 v
250,000
200,000 B
s 150,000 N
=
o
100,000 - N
50,000 |
_ P
0-30 3160 | 61-90 | 91-120 | 121-160 | 151-180 | 181 Over
Days Days Days Days Dys Dys Dys-1Yr 1Yr
mBudget Year 2018/19| 30,859 | 14,574 | 15444 | 15390 | 14913 | 8557 | 59,187 | 268,398
02017118 40,894 | 20,218 | 13,093 | 12,748 | 12,5616 | 12,064 | 54263 | 211,259
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7.1 Debtors Collection Rate
Other Payment
Period Total Settlements | Total Movement Billing Credit Notes Debit Notes . Y
Adjustments Rate
July 11,285,819.70 22,251,043.75 24,401,276.67 |  -260,646.99 105,530.16 |  -1,995,116.09 51%
August 12,945,878.33 23,267,084.96 24,555,524.50 | -299,591.52 189,271.62 | -1,178,119.64 56%
September 9,625,761.07 21,235,002.53 24,247028.83 |  -221,702.45 21,788.69 | -2,812,112.54 45%
October 35,289,125.93 60,604,342.04 71311315.99 | -1,278,352.67 240,068.57 | -9,668,689.85 58%
November 7,554,715.71 17,410,395.52 22,087,415.94 483,057.61 240,885.12 |  4,489,401.79 43%
December 48,964,503.32 96,396,414.96 115,383,177.60 |  2,134,396.55 732,654.19 | 17,598,325.20 51%
Total 125,665,804.06 |  241,164,283.76 281,985,739.53 557,160.54 |  1,530,198.35| 6,433,688.87 52%

100,000,000.00
90,000,000.00
80,000,000.00
70,000,000.00
60,000,000.00
50,000,000.00
40,000,000.00
30,000,000.00
20,000,000.00
10,000,000.00

July

August

W Total Settlements

Payment Rate

September

October

m Total Movement

November

December

16




The payment rate is calculated by dividing the total settlements by the sum of total levies and total
adjustment. The average payment rate is 52% for the period.

7.2Payment Rate Graph
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The payment rate need to be improved and it is calculated by dividing the total settlement with total
movements. Strict collection methods need to be implemented in towns which has payment rates that are

lower than 50%.
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7.3 Payment Rate by Town
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- . . Other Payment
Ward Total Settlements | Total Movement Billing Credit Notes Debit Notes .
Adjustments Rate

Ward 01 18,537,320.60 30,532,033.17 31,398,754.46 -15,414.35 774,831.26 -125,372.54 61%
Ward 02 503,290.45 13,663,972.62 16,221,687.51 -4,571.10 785,303.37 4%
Ward 03 961,109.48 2,114,676.27 2,109,144.96 7,128.80 12,660.11 2.67
Ward 04 16,472,034.11 17,195,151.46 20,041,334.41 146,878.36 38,217.35 153,592.73 96%
Ward 05 272,960.29 3,606,364.02 5,728,823.49 -25,718.03 368,885.54 8%
Ward 06 15,007,215.91 21,988,132.68 26,542,716.47 63,001.32 2,657.04 1,004,330.26 68%
Ward 07 1,099,382.42 9,695,063.22 13,041,707.56 -20,186.23 398,521.33 11%
Ward 08 853,631.36 9,518,367.86 11,599,328.33 270,326.00 283,484.24 9%
Ward 09 15,366,362.72 22,959,794.45 24,650,725.23 144,478.83 49,306.31 425,406.42 67%
Ward 10 7,780,012.46 16,165,745.36 17,151,138.36 184,384.69 46,715.30 325,289.69 48%
Ward 11 479,808.93 8,185,366.75 11,269,519.01 8,994.69 451,796.99 6%
Ward 12 312,098.00 9,864,856.93 10,528,907.81 -3,639.32 468,536.12 3%
Ward 13 702,833.09 8,638,875.75 12,816,679.25 5,060.96 1,730,681.16 8%
Ward 14 669,034.60 8,276,015.57 10,506,697.16 649.98 -312,575.47 8%
Ward 15 38,252,478.91 42,000,352.32 45,244,787.76 59,920.83 283,524.25 1,170,303.53 91%
Ward 16 500,888.30 9,889,589.50 12,042,541.05 -5,779.41 -201,375.50 5%
Ward 17 1,554,681.40 6,869,925.87 11,091,246.75 11,970.51 64,120.84 -505,779.08 23%
Payment Advanced 6,340,661.08 0%

125,665,804.06 | 241,164,283.76 281,985,739.53 557,160.54 1,530,198.35 6,433,688.87 52%

The payment rate is calculated by dividing the total settlements by the sum of total levies and total
adjustment. The average payment rate up to the end of this quarter is 55%. Greater effforts and strict
mechanisms still need to be implemented to improve the average collection rate.

7.4 Electricity losses

ELECTRICITY
Period Units Purchased Units Sold Units i::: - Pre- Units Lost % Losses
July 6,403,668 4,384,367 2,288,368 -269,567 -4%
August 6,579,502 3,910,406 2,255,557 413,539 6%
September 6,010,568 2,172,461 2,097,918 1,740,189 29%
October 5,216,146 2,107,226 1,983,862 1,125,058 22%
November 5,223,996 1,813,510 2,025,313 1,385,173 27%
December 4,955,689 1,974,711 1,999,168 981,810 20%
Total 24,209,884 12,574,460 8,626,205 3,009,219 12%

Percentage electricity losses account to an average of 12% for year to date. The prescribed norm from National

Treasury for electricity losses is estimated to be between 7% and 10%.
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Electricity Losses Graph
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7.5 Water Losses
Period Units Purified Units Sold Flat Rate Units Units Lost % Losses
July 756,205 229,688 218,763 307,754 41%
August 622,281 228,838 218,889 174,554 28%
September 771,744 212,371 219,033 340,340 44%
October 852,945 205,966 219,060 427,919 50%
November 249,512 225,711 219,060 -195,259 -78%
December 624,734 199,220 219,051 206,463 33%
Total 2,150,230 670,897 656,685 822,648 38%
Percentage water losses account to an average of 38% for year to date and this include units consumed in
township with a flat rate because meters are not read. The prescribed norm from National Treasury for water
losses is estimated to be between 15% and 30%
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Water Losses Graph
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8. Outstanding Creditors Report-Table SC4

The table below illustrate the outstanding creditors per age amounting to R 24,741 million. The biggest
contributor to the outstanding amount relates to the purchasing of bulk electricity. Payments
arrangements have made with creditors.
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FS191 Setsoto - Supporting Table SC4 Monthly Budget Statement - aged creditors - Mid-Year Assessment

Budget Year 2018/19
Description
0- 31- 61- 91- 121- 151 - 181 Days - Over 1 Total
R thousands 30 Days 60 Days 90 Days 120 Days 150 Days 180 Days 1 Year Year
Creditors Age Analysis By Customer Type
Bulk Electricity 5,053 5,320 5,264 - - - - 15,638
Bulk Water - - - - - - - -
PAYE deductions - - - - - - - -
VAT (output less input) - - - - - - - -
Pensions / Refirement deductons - - - - - - - -
Loan repayments - - - - - - - -
Trade Creditors 1,202 737 819 62 2,054 - - 4,873
Auditor General 1,808 1,496 - 927 - - - 4,231
Other - - - - - - - -
Total By Customer Type 8,063 7,553 6,083 988 2,054 - - 24,741
30,000 1 Chart C5 Aged Creditors Analysis
25,000 1
20,000 A
15,000 +
o
]
o 10,000 1
5,000 A
_ i b a— a— a— — — —
Bulk Bulk PAYE VAT |Pensions| Loan | Trade | Auditor | Other
Electricity| Water |deduction| (output / repaymen| Creditors| General
S ess inputRetiremen  ts
t
deduction
s
m2017/18 26,972 - - - - - 9077 - -
OBudget Year 201819 | 15,638 - - - - - 4873 | 423 -
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FS191 Setsoto - Supporting Table SC2 Monthly Budget Statement - performance indicators - Mid-Year Assessment

2017/18 Budget Year 2018/19
Description of financial indicator Basis of calculation Ref Audited Original Adjusted Full Year
YearTD actual
Outcome Budget Budget Forecast
Borrowing Management
Capital Charges to Operating Expenditure Interest & principal paid/Operating Expenditure 4.4% 36.7% 0.0% 21% 5.8%
Borrowed funding of ‘own' capital expenditure Borrowings/Capital expenditure excl. transfers and grants 0.0% 0.0% 0.0% 0.0% 0.0%
Safety of Capital
Debt to Equity Loans, Accounts Payable, Overdraft & Tax Provision/ 5.1% 3.8% 0.0% 2.4% 3.8%
Funds & Reserves
Gearing Long Term Borrowing/ Funds & Reserves 0.0% 0.0% 0.0% 0.0% 0.0%
Liquidity
Current Ratio Current assets/current liabiliies 1 176.0% 285.7% 0.0% 811.5% 285.7%
Liquidity Ratio Monetary Assets/Current Liabiliies 0.3% 0.7% 0.0% 83.5% 0.7%
Revenue Management
Annual Debtors Collection Rate Last 12 Mths Receipts/ Last 12 Mths Billing
(Payment Level %)
Qutstanding Debtors to Revenue Total Outstanding Debtors to Annual Revenue 55.8% 74.4% 0.0% 150.3% 58.2%
Longstanding Debtors Recovered Debtors > 12 Mths Recovered/Total Debtors > 0.0% 0.0% 0.0% 0.0% 0.0%
12 Months Old
Creditors Management
Creditors System Efficiency % of Creditors Paid Within Terms (within MFMA s 65(e))
Funding of Provisions
Percentage Of Provisions Not Funded Unfunded Provisions/Total Provisions
Other Indicators
Electricity Distribution Losses % Volume (units purchased and generated less units 2 4.0% 11.0% 12.0% 11.0%
sold)/units purchased and generated
Water Distribution Losses % Volume (units purchased and own source less units 2 25.0% 25.0% 38.0% 25.0%
sold)/Total units purchased and own source
Employee costs Employee costs/Total Revenue - capital revenue 40.6% 46.1% 0.0% 31.5% 31.7%
Repairs & Maintenance R&M/Total Revenue - capital revenue 0.0% 0.0% 0.0% 0.0% 0.0%
Interest & Depreciation 1&D/Total Revenue - capital revenue 42.3% 53.7% 0.0% 1.3% 3.6%
IDP regulation financial viability indicators
i. Debt coverage (Total Operating Revenue - Operating Grants)/Debt 607.2% 971.6% 131.0% 3.9%
service payments due within financial year)
ii. O/S Service Debtors to Revenue Total outstanding service debtors/annual revenue 396.6% 141.5% 387.0% 106.4%
received for services
iii. Cost coverage (Available cash + Investments)/monthly fixed operational -2176.5% 25.3% 177.0% 70.6%
expenditure
9. Borrowings
Capitalised /
Loan Institution | Average | Loan | Maturity Balance Received Interest for Redeemed / Balance
Acc. Interest |number|  date 2018-07-01 during the the period written off 2018-12-31
No. rate period during the
period
LONG-TERM LOANS
13457 DBSA 16.75% | 301 | 2020-06-30 938,230.83 0.00 61,747.93 378,025.64 560,205.19
101389 DBSA 11.36% | 525 | 2024-12-31 4,718,816.12 0.00 245,969.41 701,804.87 4,017,011.25
Total Long-term loans 5,657,046.95 0.00 307,717.34 1,079,830.51 4,577,216.44
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Capitalised /
Loan Institution Average | Loan Maturity Balance Received Interest for Redeemed / Balance
Acc. Interest [number date 2018-07-01 during the the period written off 2018-12-31
No. rate period during the
period
89515381 ABSA 10.00% 2022-06-01 754,383.98 0.00 36,198.45 78,626.13 675,757.85
89514989 ABSA 10.00% 2022-06-01 544,770.97 0.00 26,140.34 56,779.12 487,991.85
89515861 ABSA 10.00% 2022-06-01 421,052.96 0.00 20,203.84 43,884.50 377,168.46
89516256 ABSA 10.00% 2022-06-01 1,133,757.15 0.00 54,402.31 118,166.57 1,015,590.58
89516272 ABSA 10.00% 2022-06-01 1,133,757.15 0.00 54,402.31 118,166.57 1,015,590.58
89645110 ABSA 10.00% 2022-07-01 2,038,176.26 0.00 97,908.78 207,168.84 1,831,007.42
89644009 ABSA 10.00% 2022-07-01 924,586.73 0.00 44,414.79 93,978.87 830,607.86
89644076 ABSA 10.00% 2022-07-01 924,586.73 0.00 44,414.79 93,978.87 830,607.86
89516795 ABSA 10.00% 2022-06-01 51,750.77 0.00 2,483.21 5,393.77 46,357.00
89516779 ABSA 10.00% 2022-06-01 51,750.77 0.00 2,483.21 5,393.77 46,357.00
89897519 ABSA 10.00% 2022-09-01 1,334,727.08 0.00 64,250.76 129,188.64 1,205,538.44
89882457 ABSA 10.00% 2022-09-01 2,981,467.70 0.00 143,521.16 288,577.12 2,692,890.58
89862260 ABSA 10.00% 2022-09-01 1,335,450.92 0.00 64,285.61 129,258.67 1,206,192.25
89645145 ABSA 10.00% 2022-08-01 2,064,129.27 0.00 99,261.14 204,695.26 1,859,434.01
TOTAL 15,694,348.44 0.00 754,370.70 1,573,256.70 14,121,091.74
Capitalised /
Loan Institution | Average | Loan | Maturity Balance Received Interest for Redeemed / Balance
Acc. Interest fnumber|  date 2018-07-01 during the the period written off 2018-12-31
No. rate period during the
period
85265501996 WESBANK 12.25% 2022-08-01 737,043.04 0.00 15,028.81 103,196.03 633,847.01
85265478490 WESBANK 12.25% 2022-09-01 1,082,395.03 0.00 23,845.65 154,859.37 927,535.66
85264693609 |WESBANK 12.25% 2022-08-01 3,631,852.58 35,455.74 80,519.45 513,54017]  3,153,768.15
85264694308 WESBANK 12.25% 2022-08-01 3,631,852.58 35,455.74 80,519.45 513,540.17 3,153,768.15
85266334384 WESBANK 12.25% 2022-09-01 1,371,802.38 0.00 29,965.88 194,605.54 1,177,196.84
85266283448 WESBANK 12.25% 2022-09-01 1,371,802.38 0.00 29,965.88 194,605.54 1,177,196.84
85266284159 WESBANK 12.25% 2022-09-01 690,709.69 0.00 15,087.98 97,984.90 592,724.79
85265374058 WESBANK 12.25% 2022-09-01 1,082,395.03 0.00 23,845.65 154,859.37 927,535.66
TOTAL 13,599,852.71 70,911.48 298,778.75 1927,191.09 11,743 573.10

The municipality current have external borrowings from 3 financial institutions namely DBSA, ABSA and
Wesbank and they are paid bi-annualy, monthly and quaterly respectively. The ABSA and Wesbank were
recently taken up to buy serice delivery vehicles and has a five year fixed term.

10.

Investment Portfolio

The investments of funds are dealt with according to the Council’s investment policy. Currently the
investments are only consisting of short-term investments and they are invested at FNB.
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10.1

Investment balances as at 31 December 2018

FS$191 Setsoto - Supporting Table SC5 Monthly Budget Statement - investment portfolio - Mid-Year Assessment

Typeof  |Expiry date of{ Accrued | Yield forthe ;| Market value ;| Changein : Market value
Investments by maturity Period of Investment | investment i:;:ﬁztnft;r mo(r:/:)h 1 z: :);‘agmz'zrlghj market value | at e;::ti;the
Name of institution & investment ID | Investment
R thousands Yrs/Months
Municipality
Absa Bank Yearly Short-Term | 30/062019 3 31
Estern FS Co-op Yearly Short-Term | 30/062019 1,236 1,236
FNB Montly ShortTerm | 31/1212018 286 06% 9130 | 2] 49262
Sanlam Yearly Short-Term 30/062019 2,213 2,213
TOTAL INVESTMENTS AND INTEREST 286 52,610 132 52,741
CLOSING INTEREST-
DESCRIPTION
BALANCE TO DATE
MONEY MARKET (Account Number: 62151783563) R 9,386.81| R 141.53
BUSINESS CALL (Account Number: 62049046205) R 2,312,115.09| R 243,031.87
MIG-INVESTMENT (Account Number: 62310540465) R 46,940,117.15| R 1,019,495.19
TOTAL R 49,261,619.05| R 1,262,668.59

The closing balances of call investments accounts amount to R 49,262 million at the end of 31
December 2018. Interest accumulated on investments is R 1,263 million.

10.2

Bank balances as at 31 December 2018

CLOSING INTEREST-
DESCRIPTION
BALANCE TO DATE
PRIMARY BANK (Account Number: 62048092647) R 2,707,348.34 | R 91,798.15
TOTAL R 2,707,348.34 | R 91,798.15
The closing balance as at 31 December 2018 is an amount of R 51,969 million.
CLOSING INTEREST-
DESCRIPTION
BALANCE TO DATE
MONEY MARKET (Account Number: 62151783563) R 9,386.81| R 141.53
BUSINESS CALL (Account Number: 62049046205) R 2,312,115.09| R 243,031.87
MIG-INVESTMENT (Account Number: 62310540465) R 46,940,117.15| R 1,019,495.19
PRIMARY BANK (Account Number: 62048092647) R 2,707,348.34 | R 91,798.15
TOTAL R 51,968,967.39 | R 1,354,466.74
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11. Financial Implications

Based on the information provided above it is evident that the municipality is facing serious financial
implications and that some of performance targets will not be achieved. It has also been explained
that in some areas items of revenue and expenditure need to be adjusted either upwards or
downwards.

It is therefore recommended that the budget of 2018/19 MTREF be adjusted.
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ANNEXURE B-NON-FINANCIAL PERFOMANCE REPORT



