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PART 1 - IN-YEAR REPORT

1. Executive Summary

Section 71 of the Municipal Finance Management Act No 56 of 2003 requires that the Accounting officer
of a municipality must, within 10 working days after the end of each month submit to the Mayor of the
municipality and refevant provincial treasury a statement in the prescribed format on the state of the

municipality’s budget,

This is the second report of the 2022/23 financial year which should give an indication of how the
municipality has performed on its first two months of operation in the indicated year. There is generally
not much activity to report during this period as processes to prepare and submit annual financial
statements normally take part during the period while procurement processes are also being finalised for
the first programs of the financial year. This situation may be better this year compared to the same period
last year considering that the country is now operating without any lockdown regulations that made it
impossible to operate fully in the past two financial years. This will be the baseline for the new financial
year and hopefully the contents of each report will help council and its structures to understand fully the
status of the municipality’s financial performance and decisions that need to be faken to ensure

sustainability of the institution.

1.1  The Political Oversight

The Budget and Treasury Office standing committee is composed of the honourable councillors indicated

below with their respective responsibilities within the department as follows: -

e Clir N. Madikizela Chairperson

» ClIr A. Diya Committee Whip

¢ Cllr. N Cengimbo Committee Member — Asset Management

¢ Clir. X. Bhabhazela Committee Member — Supply Chain Management
e Clir S, Nomvalo Committee Member - Reporting

e Cllr S, Jayiya Committee Member - Budgeting

e Cllr L. Silangwe Committee Member - Expenditure Management
e Clir. P. Siramza Committee Member - Revenue Management

2. Administration

The municipality has been implementing mSCOA with its annual updates like all municipalities in the
country as a business reform since its introduction from I July 2017. This was introduced to address
among other things ensuring standardisation of treatment of transactions and reporting across all
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municipalities, to encourage proper planning and put controls in terms of revenue and expenditure
management. Introduction of new and improved versions of the mSCOA chart has proven to present
problems that sometimes make it impossible to operate normally requiring some extra effort to be put into
the operations of the municipality to fulfil its service delivery mandate.

3. Staff turnover

In the previous month’s report, we reported having received two resignations from critical positions
port, g

within the department from the following positions:
* Accountant: Reporting — last day being 31 July 2022
» Manager: Assets and Stores Management — last day being 31 August 2022

Both these are very critical positions in the processes of preparation and submission of annua! financial

statements as well as the audit process and this could not have come at a worse time than this.

Requests to have these positions filled have already been submitted to Corporate Services and hopefully
they will be prioritised. We however do not expect these to be filled anytime before the end of the audit

and therefore must find ways to go through the processes without these critical members.

4. Implementation of mSCOA

As mentioned in the executive summary of the report, the municipality is implementing mSCOA as
required. Following are some of the challenges that the implementation has posed to the municipality over

the years:
a) Challenges Identified
i, Version Changes

On an annual basis, the mSCOA chart is reviewed to address implementation challenges and correct chart

related errors. Towards this end, version 6.6 has been released.

Since the introduction of mSCOA, National Treasury has introduced a number of chart versions with the
latest version referred to above expected to be used for the draft and final budgets for 2023 and
corrections made to the draft budget as per the budget engagements that were held with Provincial

Treasury during the month of May 2022.

The version introduced a number of improvements from the previous versions which are expected to pose
new challenges to the way the municipality does business and records transactions. We, however continue

to examine the new chart to understand the full extent of the changes and their anticipated impact thereof,
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History has taught us that there does not seem to be any agreed upon plan on the side of the system
vendors and Treasury themselves to ensure that the information gets transferred in a uniform manner as
we find that some municipalities do not face the same challenges as others while others only realise when

issues are being raised that they have similar challenges.
ii. IDP Budgeting

mSCOA requires that the IDP non-financial information be linked to the budget not only at the IDP and
SDBIP level but also at the financial system level. As a way to force this, mSCOA has since required that
all expenditures be linked to a strategic objective, project and specific ward in the municipal area

including expenditure on personnel expenses.
iii.  Production of in-year reports

All approved system vendors were required to have a functionality to produce all statutory reports to
avoid municipalities having to prepare these manually. Munsoft was approved as one of the service
providers on the strength that they indicated they use Caseware to produce these reports which the
municipality also has access to. The utilisation of these two systems does however require some work and
setting up to ensure they fully integrate, which was successfully addressed. Parts of this report have been
prepared using the system even though there are parts that require manual population which is how the

repotting templates are setup.
iv,  Budget and reporting module functionality

The budget module of the system that the municipality uses has in the past been discovered to only work
well with income and expenditure, other modules like balance sheet and cashflow budgeting still continue
to produce aligning reports even though some principles are incorrect, This challenge seems however, to
have been addressed from the adjustment budget processes and we continue to analyse the reasonability

of the principles these modules are using to check consistency with the financial management standards,

Even though attempts are being made to ensure that all system vendors get their systems working as
required when it comes to the balance sheet and cashflow budget, there is however consensus that the
principles and information required to produce these are curtently subject to discussions and revisions are

required.

There are a number of trainings setup by both Treasury and system vendots on the balance sheet and
cashflow budgeting which we have attended and will continue to attend as the municipality to ensure full

compliance during the upcoming adjustments budget and all other subsequent budgets.
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5. lmplementation of the Municipal Cost containment regulations

During the month of June 2019, the minister of finance approved Municipal Containment regulations
effective from 1 July 2019. The regulations required municipalities to develop, adopt and implement
policies as part of its budget related policies to support cost containment measures, These regulations
were unfortunately approved after the municipal budget processes had been cpncluded which made it
difficult for municipalities to develop these policies at such a short space of time. The council of Winnie
Madikizela-Mandela Local municipality developed and adopted a policy on cost containment that is how

being implemented.
The municipality has since implemented the following measures in [ine with cost containment:
¢ No catering for all meetings taking less than 5 hours
* No catering for all meetings held by only staff members regardless of the duration of the meeting
e All accommodation arrangements set within the {imits as communicated
» All sporting activities have been discontinued.

The implementation of these regulations has seen a reduction in the amounts spent on traveling and
accommodation and catering expenses which we believe will assist the municipality to redirect these

tunds to other service delivery initiatives in the years to come including the current year.

a. Supply and Delivery of Municipal Vehicles

As part of the cost containment regulations municipalities were directed to utilise the transversal contracts
arranged and negotiated by National Treasury to procure municipal vehicles. According to the
regulations, municipalities are only allowed to procure vehicles using any other means only if they can
demonstrate that they will get the vehicles cheaper when using their own procurement processes. The
municipality applied for approval to participate in the transversal contract (RT-57 2019) for procurement

of municipal vehicles with National Treasury which was granted.

The municipality gathered information on how the procurement must then take place through the Special
Conditions of Contract, This meant that all advertisements for this procurement will now be cancelled and
completely discontinued. The procurement process through the transversal contract requires the

following;
» The municipality to identify the need

¢ Development specification
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¢ Check the specification against published suppliers and specification by Treasury

¢ Identify the supplier that is rated higher by treasury on the list of suppliers

» Send the order to the highest ranked supplier first

e Allow three working days for the supplier to respond

e Move only to the second ranked supplier with the permission of the highest ranked supplier
The municipality successfully procured a refuse skip bean truck during the 2021 financial year.

The municipality is also in the process of procuring vehicles for Political Office Bearers together with two
bakkies that were expected to have been delivered by the end of May 2022 but due to ﬁnavailability of
stock, especially of the 4X4 vehicles it does not look likely that the municipality will get these vehicles
before the of October 2022 which was also made worse by the recent floods that affected one of the major
depots in the country that is situated in KwaZulu Natal. We have however received a communication
from Toyota South Africa indicating that we must expect delivery in October and another in November

2022 since the resumption of operations on the affected depot.

b. Provision of vehicle fleet management services for the period 1 April

2021 to 31 March 2026

As part of both cost containment and operational needs of the municipality, the municipality has been
approved to be a participant of RT-46 2020 arranged by National Treasury. The contract covers a range of

services including the following:
a) Fleet data integration
b) Fuel, oil and Toll services
¢) Managed Maintenance, Repairs and Accident Reports
d) Vehicle Tracking and Monitoring
¢) Driver, Vehicle Condition and Fine Management

We were hoping the approval in this contact will greatly assist the municipality in addressing the delays
in procurement processes in cases where vehicles are required to be available for use in the short space of
time. There are challenges which cause delays in the maintenance processes that we believe will need to
be addressed with both National Treasury and Wesbank fleet services as the appointed service provider.
Meetings are held quarterly with the appointed service provider to raise challenges faced. Some of the

challenges are as follows:
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* Shoddy work performed by some appointed mechanics

* Delays in assessments conducted by the service provider before approval of the repair work

required
*  Mechanics taking longer than expected to complete approved maintenance work
¢ Locations of service providers not confirmed before work is allocated

As part of the meetings with the service provider appointed by National Treasury we have been able to

get clarity on some of the issues with their proposed solutions:

 Allocation of work is done according to the contract terms requiring that emerging mechanics and

workshops be prioritised

* Mechanics and workshops used are registered in the database of approved workshops with a

rotation system required
» More assessors have been recruited to address delays indicated

» The location of the municipality and lack of approved workshops in the area make it difficult to

allocate work outside the province

¢ The municipality to provide a list of workshops that have been used over the years who are quick

to respond to our maintenance requirements

We continue to monitor the performance of the contract after these and provide more guidance on ways to

improve our maintenance work.
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7. In-year budget statement tables

a) Budget Statement Summary

EC443 Winnie Madikizela Mande!a - Table C1 Monthly Budyet Statement Summary - M02 August

2021i22 Budget Year 2022123
Bagcriplion Audiled Orlglnal Adjusted Monthly YearTD YearTD ¥YTD Y1D Full Year
Qutcome Budget Budget actual aclual budget varlanca varianca Foraecast
R thousands %
Financial Performance
Proporly raws - 21,468 21,460 584 15,255 3,578 4,677 326% 21,468
Senvios charges - 36,600 [ 36,6007 3,802 5,628 6,413 715 12% 36,680
Inv esiment rev enue - 9,780 9,760 1,288 2,393 1,627 766 A% 9,760
Transfors and subsidies - 338,352 351,142 BgB 126,484 58,524 66,960 114% 351,142
Other own revenus - 14,169 14,189 1,210 2,397 2,366 32 1% 14,188
- 420,449 433,232 7,683 182,367 12,208 80,150 111% 433,239
Total Revenua (exciuding capital transfers and contributlons)
Emgployes cosls - 124,769 124,768 8,949 17,861 20,800 {2,939} -14% 124,799
Remuneration of Counailfors - 27,047 27,047 2,109 4,217 4,508 (291) 5% 27,047
Depreaiaton & asset impaimant - 49,735 49,735 3,510 7,024 8,289 (1,265) -15% 48,735
Financa charges - 100 100 - - 17 {17} -100% 00
Inventory consumed and bulk purchases - F A7,632 ¢ 47,632 r 141 1,426 7,939 (6,514} -82% 47 632
Transfors and subsidies - 3,200 3,200 185 185 533 (349} -65% 3,200
Cther ex penditura - 178,804 189,107 9,542 18,097 31,518 {16,421} -52% 188, 107
Totat Expendlture - 431,318 441,621 24,435 45,808 73,603 (27,785) “36% 441,821
Surplusi({Deflcit) - {10,870) {8,352) (16,842) 106,549 {1,387} 107,946 -TT2T% {8,382)
Traneters and subsidies - capital {monatary allooations) (Mationat - 02,208 Bz,288 oed 1,478 13,715 {12,236) | -88% 82,268
{ Provincisl and Distlol)
Transfars and aubsldles - capllal (monalary allcoatons) (Mational r F F
I Provincial Departmental Agencies, Households, Non-profit
fnsfiufions, Privale Enlrprises, Public Corporalons, Higher
Educalional insfitutions) & Transkers and subsidies - capllal {in-
kind - alf) - - - - - - - -
Surplusi{Deficit) afler capital transfers & contrlbutions - 71418 73,806 (15,859) 108,027 12318 95,709 % 73,908
Share of surplus/ {deficl) of assoclata - - - - - - - -
Surplus! {Deflcit) for the year - 71,418 73,808 {15,869) 108,027 12,348 95,708 TT7% 73,806
Capital axpendliure & funds sources
Capital expendliure - 108,048 115,718 5,144 8,137 19,286 {13,149) -88% 115,718
Capllal ranslers recognised - 68,945 70,126 2,228 2,325 11,688 (9,383) -80% 70,126
Borrowing - - - - - - - -
Imernally gensrated funds - 36,103 48,591 2,818 3,812 7,599 (3,786) -56% 45,591
Total sources of capltal funds - 108,048 115,718 5,144 6,137 19,288 {13, 148) -83% 115,718
Financlaj pesilion
Tolal current assels - 438,634 439,622 614,184 438,634
Talal rion surrent asests - 797,697 805,366 805,610 797,697
Tolal current Habllites - 64,901 71,070 86,938 64,801
Tolal non ourent llabilites - 5,246 5,246 22,484 5,246
Communlly wealth/Eqully - 1,166,184 1,168,672 1,198,371 1,166,184
Cash flows
Net ¢cash fom (used) operaing - 178,444 184,042 5,331 113,698 30,674 (83,024) 271% 184,042
Net sash from {usad) investing - {126,968) (134,679) (6,300) {9,432) {22,430 (12,888) 50% {129,968)
et cash from (usad) finanoing - - - - - - - -
Cashfcash equlvalenis at the monthfyear and - 365,302 368,290 - 381,373 345,01 {36,302) -H% 390,801
Debtora & credilors analysls 0-30 Days 31.60 Days | 61.80 Days | 91-120 Daye | 121-150 Dys | 151-150 Dys |181 Dys-t Yr| Over 1Yt Tolal
Debtore Afe Analysls
Total By noome Source 4,807 16,822 2,484 2,526 2,550 68,547 - - 99,036
Creditors Age Analysis
Tolal Craditors 2,089 - - - - - - — 2,089
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The table above shows a summary of the municipality’s financial performance for the period ended 31
August 2022, The first part of the table shows financial performance which gives information about
whether the municipality made a loss or a surplus during the month followed by a summary of the
municipality’s performance on its capital budget. This is then followed by the municipality’s financial

position, a summary of the cashflow recalculation and then debtors and creditors age analysis.
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b) Financial Performance by functional classification

EC443 Winnie Madikizela Mandela - Table C2 Monthly Budget Statement - Financial Performance (functional classification) - Mi2 August

2024122 Budget Year 202223
Crescrlption Ref [ Audited Orlglnal Adjusted Monthly YeariD YearTD YTD YTD Full Year
Qutcome Budget Budget actual actual budget | varlance ; varlance | Forscast
R thousands 1 %
Revenus - Functional
Governance and administralion - 362,794 375,584 2,912 144,262 62,597 ¢ B1,684 | 130% 375,584
Execufve and council - - - - - - - -
Flnance and administration - 362 794 375,584 2,912 144,282 62,597 | 081,684 | 130% 376,584
Intarnat audil - - - - - - - -
Community and public safely - 4,966 4,566 3% 102 . 828 (126)] -15% 4,866
Communty and social services - 623 623 14 18 104 (85)] -82% 623
Sport and recreation - - - - - - - -
Public safely - 4,344 4,344 322 683 724 (41} -6% 4,344
Housing - - - - - - - -
Haalh - - - - - - - -
Economic and environmental services - 78,100 78,100 987 1,482 13,047 | (11,534); -89% 78,100
Pianning and development - 23,062 23,062 3 4 3,844 (3,340)] -100% 23,062
Road fansport - 86,038 §5,038 84 1,478 9173 | (7.685) -84% 55,038
Env ironmental prokection - - - - - - - -
Trading services - 56,876 46,876 4,341 7,369 9,479 (2,110)] -22% 56,876
Energy sources - 47,325 47,325 3432 6,084 7888 1 (1804 -2%% 47,325
Watar management - - - - - - - -
Wasle w aler management - - - - - - - -
Wasle management - 9,550 8,550 908 1,285 1,582 {307 -19% 8,550
Other 4 - - - - - - - -
Total Revenue - Functional 2 - 502,137 515,527 8,576 153,635 85921 | 67,914 | 79% 515,527
Expenditure - Functional
Governance and adminisiration - 201,620 201,620 779 26,055 33,603 [ (7,548)] -22% 201,620
Executive and coungit - 64,094 54,094 4,678 8,329 10882 [ (2,363 -22% 64,094
Finance and administration - 132,844 132,844 8,818 17,141 22,141 (5,000)] -23% 132,844
Interna! audit - 4,682 4,682 283 584 780 (196)] -25% 4,682
Gommunity and public safety - 12,667 32,667 1,586 3,494 5445 {2, é51) 41% 42,667
Community and social serv lces - 12,836 12,936 473 758 2158 | (1,400)] -65% 12,938
Sport and recreation - 2,729 2,729 56 107 455 (347} -76% 2,729
Public safiety - 15,956 15,956 a77 2,183 2,659 47N 6% 15,956
Housing - 1,046 1,046 74 148 174 (28)] -15% 1,046
Health - - - - - - - -
Economic and environmental services - 102,528 115,378 5,045 9,920 18,220 B30 8% 115,378
Planning and devefopment - a7 697 37697 1,751 3129 6263 | (3,154} -B0% 37,697
[Road tansport - 62,240 75,030 3,138 6,501 12,505 | (6,004)| -48% 75,030
Environmenial prolecton - 2,651 2,651 158 29 442 (152 -34% 2,651
Trading services - 90,304 87,817 2,852 6,285 14,636 8,37 5% 87,817
Energy SOurces - 63,408 60,921 1,385 3,258 10,153 | (B,885) -68% 60,921
Water management B - - - - ~ - -
Wasle w aler management - - - - - - - -
Waste management - 76,896 26,896 1,487 2,998 AAB3 1 (148700 -33% 25,896
Other - 4,139 4,139 173 374 690 {315y -46% 4,139
Total Expendlture - Functiong 3 - 431,348 441,621 24,435 45,808 73,603 | (27,795) -38% 441,621
Surplus/ {Deficit) for the year - 745,418 73,906 {15,859} 108,027 12,18 95709 | 1% 73,806

The table above shows the municipality’s financial performance for the period ended 31 August 2022 in

functional classification which was created by National treasury to assist in reporting financial

information per functional area. This information is consolidated at National treasury level to produce the

provincial and national financial reports.
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¢) Revenue by Source

EC443 Winnie Madkizela Mandela - Table C4 Monthly Budget Statement - Financlal Parformance (revenue and expenditure) - M02 August

2021f22 Budget Year 2022/23
Description Ref [ Audlited QOriginal Ad]usted Monthly YearTD YearTD YTD YTD Full Year
Qutcome Budget Budget actual actual budgat varlance variange Forecast
R thousands %
Ravenue By Source
Properly rates - 21,468 21,468 584 15,265 3,578 11,677 376% 24,468
Service charges - electicily ravenue - 30,645 30,845 3,431 8,079 5,141 938 18% 30,845
Service charges - waler revenue - - - - - - -
Service charges - sanitation revenus n - - - - - -
Service charges - refuse revenue - 5,834 5,834 372 749 972 (224) -23% 5834
Rental of faciliies and equipment - 3,893 3,883 s 679 649 30 5% 3,893
Inferest earned - exlernal investments - 9,760 9,760 1,398 2,303 1,827 766 47% 8,750
Interes] earned - oulsianding debiors - 5,378 5378 509 915 866 18 2% 5,378
Dividends recelved - - - - - - -
Fines, penalies and forfeits - 593 593 3 10 9% (89 -90% 593
Licences and permits - 2,404 2,404 197 408 401 7 2% 2,404
Agency services - 1,401 1,401 122 266 233 32 14% 1401
Transfers and subsidies - 338,352 351,142 598 125,484 68,524 66,960 114% 354,142
Other revenue - 520 520 34 119 a7 33 38% 520
Gains - - - - - - - -
Total Revanue {excluding capltal transfers and - 420,449 433,230 7,593 152,357 72,208 80,150 #11% 433,238
contributlons)

The above table shows the municipality’s revenue per revenue source. This is in line with the services that

municipalities are providing. An analysis of each revenue source follows below!
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PROPERTY RATES: The municipality being a local municipality levies property rates on all
rateable properties within the Mbizana area in terms of the Municipal Property Rates Act No.6 of
2004. The categories of rate payers include government departments which own properties, like
Public Works which are levied once at the beginning of the financial year which lead to the
revenue generated for the month to be R14.7 million in the 1% month and a decrease to R584 as
expected for the following months to the end June 2023. The current revenue recognised on this
stream may seem to be way above the monthly target but it is important to note that this is only due
to properties levied only at the beginning of the financial for the whole year which are then paid for

during the year,

ELECTRICITY REVENUE: The municipality distributes electricity in the town area as per its
distribution licence. This is one of the major sources of revenue for the municipality as households
now depend on electricity for their day to day living. This is a trading service where the
municipality gives electricity equivalent to the amount provided by the consumer. Municipalities
are therefore expected to at least recover the cost of providing the service. The approval of tariffs

by NERSA is set up such that the municipality can make some form of surpluses from sale of




electricity so that it may be able to maintain the infrastructure used to render the service and defray
all other operating expenses related to the service provision. The municipality has generated over
R3.4 million for the month and a year to date actual of just over R6 million for the first two months
of the financial year. This is above the projection by about 18% (about R938 thousand) which may
add up to RS5.9 million by the end of the year if attempts to better the situation yield positive
results. As previously reported, the municipality has installed a automated meter reading system to
assist in reducing losses and detect areas where there might me tempering with the municipal

infrastructure. There are however challenges that the municipality has faced with the system:
o Modems damaged by water
o Modems being stolen or damaged

The municipality’s electricity system is working on a solution to have lockable boxes where these
Yy y sy g

modems are installed.

» Solid Waste Removal: Collection and disposal of solid waste is one of the services that the
municipality provides to the town area and a few sites outside of town including the Wild Coast
Sun Casino, The municipality has implemented a new billing approach which ensures that all
customers who individually generate waste are billed individually. The exercise was conducted by
the refuse section and the billing database has significantly increased and showed us that there are
customers we have been providing the service to at no cost at all. This has resulted in the revenue
billed for the month to be around R372 thousand which has continued to be less than the projection
by 23%. An investigation has indicated that the decrease is as a result of the correction of
categories from the verification conducted by the user department from the categories previously

confirmed for billing purposes.

¢ Interest on Investments: The municipality invests surplus cash and unspent grants to generate
interest that would be utilised to fund other municipal programmes, this interest includes interest on
the municipality’s positive balance in the municipality’s main account. The table above shows that
the municipality generated over R1.3 million worth of interest on investments with a year to date
actual that is above the projection by 47% which hope will be maintained as the year progresses to

supplement the municipality’s funding capacity during the adjustment budget process.

e Interest on outstanding debtors: The municipality charges interest on debtors owing for more
than 30 days at a rate of prime plus 2% as per the municipality’s credit control and debt collection
policy. This has yielded interest of R509 thousand for the period ended 31 August 2022 which has

pone above the amount projected for the period by 2%. This still requires intense debt collection

35{Page



initiatives. A higher interest generation means the municipality’s debtors are more than what they

were projected to be,

» Fines: The municipality has a traffic department which enforces traffic laws and the municipality’s
by-laws. Anyone found to have contravened these laws is charged a fine accordingly. These fines
also include fines for electricity tempering. The municipality generated only R3 thousand worth of
revenue on these fines during the month of August 2022, It is worth noting though that this does
not represent cash collected and measures should be put in place to ensure people pay their fines.
Experience has taught us that people generally do not settle traffic fines and, in most cases when
they do they do so at fower values than the initial revenue recognised. This is one of the areas
where we were forced to adjust down in the previous year to ensure that we end up with realistic

revenues,

* Rental of facilities: The municipality has properties that it rents out to other businesses and
individuals from which it generates revenue. These include properties like the Boxer complex,
Spar, Browns, Bargain and others. The revenue generated here also includes rental for billboards
and advertising around the town area. The municipality has generated about R345 thousand for the
month which has pushed the actual performance to a level above the projection by 5% which is a

result of other revised contracts that have been concluded.

¢ Licenses and permits: The municipality has a fully functional testing station which has been in
operation for the past three years. This has been one of the municipality’s promising revenue
stream since the completion of the testing station, The municipality only generated R197 thousand
worth of revenue for the period. The municipality has collected above the projected collection by

2% which we hope will be maintained throughout the year or even bettered.

® Transfers and subsidies: The municipality receives grants, both conditional and those without
conditions. The report shows that an amount of over R598 thousand has been transferred to revenue for
the period ended 31 August 2022 from the operating grants whose conditions have been met. This has
recorded a year to date performance of R125 million the first two months of the financial year. This
happens when the municipality has spent the grants according to the requirements of the funders or
DORA. The biggest chunk of these transfers is equitable share that was received during the previous

month.
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d) Debt Collection

The table below shows a 92% overall collection rate for the month ended 31 August 2022, However, we
note a 84% collection rate on leasehold fees, 55% on electricity, 197% on property rates and 78% on
refuse removal for the period,

WINNIE MADIKIZELA MANDELA LM : MONTHLY BILLING & RECEIPTS (including VAT}
YEAR ENDING: 30 June 2023

INCOME TYPE AUGUST | SEPTEMBER
RATES
billed 14,903,796 949,866 15,853,663
payment received 1,707,959 1,869,106 3,577,065
% il ived 11% 197% 23%

ELECTRICITY

hilled 2,524,531 2,657,915 5,182,446

payment received 3,629,058 1,469,515 5,008,573

% of billing received 144% 55% 98%

LEASEHOLD FEES

billed 331,596 342,039 673,635

payment received 264,563 285,972 550,534

% of billing received 80% 84% 82%

VAT
billed 484,888 505,807 990,695
payment received 590,594 269,882 860,476

% of billing recefved 122% 53% 87%
INTEREST

billed 198,178 235,923 434,101
payment received 364,758 467,486 832,244

% of billing celv

0,

0,

927

% of billing received

TOTALINCOME

REFUSE REMIOVAL

billed 376,459 372,092 748,552

payment received 310,608 288,447 589,055
83% 78%

80%

billed 18,819,449 5,063,643 23,883,092
payment recelved 6,867,539 4,650,408 11,517,947
% of billing received 36% 92% 48%
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e) Expenditure by Type

EC443 Winnle Madlkizela Mandela - Table G4 Monthly Budget Statement - Financial Performance (revanue and expenditure) - M02 August

2021122 Budget Year 2022123
Description Ref | Audited Originai | Ad)usted Monthly YearTh YearTD YTD YTD Full Year
Outcome Budpet Budget actual actual hudget variance | varlance | Forecast
R thausands %
Expendifure By Type
Emgloy ea ralawd cosls - 124,769 124,789 8,949 17,861 20,800 {2939 4% 124,799
Remunsration of counciifors - 7 27,047 2,108 4217 4,508 (281) 6% 27,047
Debt impairmant - 9,600 9,600 - 1,600 {1,600)|  -100% 6,600
Depraclaton & asssa! impalanant - 49,735 49,735 3,510 7.024 8,289 (1,265)] -15% 49,735
Finance charges - 10G 100 - 17 {17)]  -100% 100
Bulk purchases - electricily - 40,005 40,005 979 6,668 (5,688)] -85% 40,005
tavaniory consumed -~ 7,627 7,627 141 448 1,21 (825) -65% 7,627
Confracied services - 86,644 96,816 3,688 5,922 16,163 (10,231)}  -63% 96,916
Transfars and subsldiss - 3,200 3,200 105 185 533 (349 -65% 3,200
Cher ex penditure - 82,560 82,590 5,854 9,175 13,765 4,500 -33% 82,500
losses - - - - - - - -
Total Expendlture - 431,18 441,621 24,435 45,808 73,603 {27,795) -36% 441,621

The table above shows the municipality’s expenses per type of expenditure. This is compared with the
revenues generated per type to determine whether the municipality is operating at a loss or a surplus.
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Employee costs and Remuneration of councillors: The municipality has remunerated
employees who are remunerated as per the prevailing Bargaining Council agreements. The
expenditure for the period ended 31 August 2022 reflects an amount of R8.9 million for employee
costs and R2.1 million for the remuneration of councillors. The remuneration of councillors
shows a 6% underspending compared to what is expected at the same period. Employee costs
have continued to record a 14% saving that is always expected considering issues like, annual
increment for senior managers, annual and long-term bonuses, resignations, leave provisions and
vacant positions,

Bulk Purchases: The municipality purchases electricity in bulk from Eskom for distribution to
the town customers, This is the main input cost to the distribution of electricity, The table shows
that the municipality spent about R979 thousand on electricity purchases for the vear to date.
actual which is below the projected expenditure by 85%. A thorough investigation revealed that
an invoice received for August amounting to about RS million was not processed. A follow up
with the responsible department will be made to ensure settlement before the due date to avoid
incurring penalties for late payment. This amount only relates to 10 days of July as the billing by
Eskom only takes place on the 10" of each month,

Depreciation and asset impairment: The depreciation run has been performed afier the end of
each quarter and recently monthly, resulting in the depreciation for August 2022 being R3.5
million as the asset register was still in the process of being reviewed to ensure that the assets are
correctly accounted for in the annual financial statements. This has resulted in the depreciation
recorded being below the projection for the month by about 15%.

Contracted Services: This relates to the municipality’s general expenses that have been incurred
during the month where only external service providers could be used to render the service or



procure goods. This shows that the municipality incurred R3.6 million worth of expenditure
during the month. This is as a result of slow activity during the first months of each financial year
which is always experienced.

o Other Expenditure: This also shows a saving of about 33% which might be as a result of the
slow spending during the first months of each financial year which is always experienced at this
time of the year. This requires though that departments that are currently underspending be

sensitised of the matter.
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f) Revenue by Municipal Vote

EC443 Winnie Madikizela Mandela - Table C3 Monthly Budget Statement - Financial Performance {revenua and expenditure by municlpal vote) - M02 August

Vate Deserlption 2021722 Budget Year 2022/23
kel Audlied Origlnal Adjusted Monthly YearTD YearTD YD varlance | YD variance Fubt Year
Outcome Budget Budget actual actual budget Forecast
R thousands %
|Revenue by Vote 1
Voia 1 - Executve and Gouncil - - - - - - - -
Vota 2 - Corporale Sorvices - 137 137 ! M X} ] 17.0% 137
Vols 3 - Budgel and Treasury Office - 341,189 353,579 2315 128,942 68,996 69,945 118.6% 363,979
Vole & - Communily Services - 14,517 14,517 1,245 1,987 2419 43 17.9% 14,517
Vola 5 - Dev elopment Planning - 44,54 44,531 587 15,260 7422 7,838 105.5% 44,531
Vols § - Engineering Services - 102,283 102,363 4,416 7,562 17,061 9,498 -55.7% 102,363
Tolal Revenue by Vole 2 - 502,737 515,521 8,516 183,777 85,921 67,856 79.0% 515,527

The table above shows revenue generated per municipal vote as defined in sl of the MFMA. The table
shows that Engineering services has generated over R4.4 million for the month with Budget and Treasury
showing generation of over R2.3 million which may be attributable to interest received on investments
and debtors as well as Community Services at over R1.2 million.
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g) Expenditure by Municipal Vote

EC443 Winnie Mad(kizela Mandela - Table C3 Monthly Budget Statement - Financial Performance {revenue and expenditure by munlclpal vots] - M02 August

Vote Description 2001122 Budget Year 2022123
Rel Audited Orlglnal Adjusled Monthly YearTD YearTD b varlance| Y70 variancel Fult Year
Oulcome Budget Budget actual agtual budget Forecast
R thousands %
iExpenditure by Vols 1
Vote 1 - Exscutive and Council - 84,391 84,391 8,323 10,904 14,065 (3161}  -22.5% 4,391
Vole 2 - Comorate Servicas - 58,172 59,772 4,360 5,384 9,062 {1,568); -157% 59,772
Vote 3 - Budget and Treasury Offica - 41,524 41,521 2,627 3613 6,920 3102); -4408% 41,521
Vote 4 - Commuslly Services - 79,012 76,012 4,771 9,662 13,168 13607 -av.4% 78,012
Volg 5 - Development Planning - 36,131 3614 1,438 2878 8,022 (3444} -87.2% 36,13t
Vole 6 - Engineering Services - 130,481 140,793 4,805 10,652 23,486 (12,814}  -55.0% 140,793
Total Expendlture by Vote 2 - 434,313 441,62 24,435 45,808 73,603 @nras)]  -31.8% 441,621
Surptugl {Deficit} for the year 2 - 71,418 13,908 {15,859) 107,969 12,318 95,651 776.5% 73,008

The table above shows the expenditure by municipal vote. The total expenditure for the month of August

2022 amounted to above R24.4 million with a year to date of R45.8 million.
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h} Municipality’s financial performance

EC443 Winnie Madikizela Mandela - Table C4 Monthly Budgst Statement - Financial Perfarmance (revenue and expenditure) - M02 August

2021/22 Budget Year 2022123
Deseription Ref|  Audited Orlginal Adjusted Monthly YearTD YearTD YTD YD Full Year
Quicome Budget Budget actual actual budget variance | variance | Forecast
R thousands %
Revenue By Source
Property ratas - 21,468 21,468 584 15,255 35781 11,677 | 326% 21,468
Servige charges - electricily revenus - 30,845 30,845 3,431 6,079 5,141 938 18% 30,845
Service charges - water rev enue - - - - - - -
Service chargas - saniiation rev enue - - - - - - -
Service charges - rafuse ravenus - 5,834 5,834 372 749 a72 {224y -23% 5,834
Rental of facilifes and equipment - 3,893 3,883 345 679 649 3o 5% 3,893
Interast earned - external investmants - 9,760 9,760 1,398 2,393 1,627 766 47% 9,760
Interest earned - outstending deblors - 5,378 5,378 509 916 896 18 2% 5,378
Dividends received - - - - ~ - -
Fines, penalties and forisils - 583 593 3 10 99 {89} -80% 593
Licences and parmils - 2,404 2,404 197 408 401 7 2% 2,404
Agency services - 1,401 1,401 122 266 233 32 14% 1,401
Transfers and subsidies - 338,352 1,142 598 125,484 58,524 | 66,960 ] 114% 351,142
Ciher revenue - 520 520 34 119 87 33 3% 520
Gains - - - - - - - -
Total Revenue (excluding capital transfers and - 420,449 433,239 7,593 162,357 72,206 [ 801501 #11% 433,239
cantributions)
Expenditure By Type
Employ ee refaled costs - 124,789 124,759 8,549 17,861 20,800 (2,939) -14% 124,799
Remuneration of councillers ~ 27,047 27,047 2,109 4,217 4,508 {291)} -6% 27,047
Dabt impairment - 9,600 9,600 - 1,600 (1,600)| -100% 9,600
Depreciation & asset impairment - 49,738 49,735 3,510 7,024 8,289 (1,265)] -15% 49,735
Finance charges - 100 100 - 17 (1N -100% 100
Bulk purchases - eleclrigity - 40,005 40,005 9ra 6,668 (5,688)| -B5% 40,005
Inventory consumed - 7,627 7,627 141 446 1,27 (825)) -B5% 7,627
Contracled services - 86,644 96,916 3,688 5,922 16,163 [ (10,231)] -63% 96,916
Transfars and subsidies - 3,200 3,200 185 185 533 {349} -B5% 3,200
Cther ex penditure - 82,660 82,590 5,854 9,175 13,765 (4,580)] -33% 82,590
Lossas - - - - - - - -
Total Expenditure - 431,318 441,621 24,435 45,808 73,603 | (27,798)] -38% 441,821
Surplusi{Deficit) - {10,870} {8,382) {15,842} 106,549 {1,397} 107,948 ) (8,382)
Transfers and subsidies - capitel {monelary allocations)
{Mational / Provinclat and District) - 82,288 82,288 484 1,478 13,715 | (12,236) {0} 82,288
Transfers and subsidies - capilal (monetary allocatons)
(Naticnai / Provincial Deparmental Aganaies,
Households, Non-profil institutons, Private Enterprises,
Pubiic Corporalong, Higher Educational Insttutions) - - - - - - - -
Transfers and subsidies - capital {in-kind - ally - - - - - - - -
Surplusf/(Deficit) after capital transfers & - 71,418 73,906 {15,859) 108,027 12,318 73,906
contributions
Tax alion - - -
Surplus/(eficit) after taxation - 1,418 73,906 {15,859} 108,027 42,318 713,906
Aliributable fo minerifies - - -
Surplusf{Deficlt) attrlbutable to municipality - 71418 73,906 {15,859) 108,027 12,318 13,906
Share of sumlus/ {deficil) of assoclate - - -
Surplusf {Deficit) for the year - 71,418 73,906 (15,859) 108,027 12,318 73,806

The municipality has so far recorded a surplus of over R108 million for the period ended 31 August 2022,

This must be seen in the correct perspective as there has been receipts of the expected grants from the

national purse. The municipality is still heavily reliant on grant funding and as such the surpluses still

need to be seen in that perspective as they relate to expenditures that are still to be incurred, Measures still

need to be put in place to move the municipality towards self-sustainability.

a2 |Page




8. Capital programme performance

a) Capital expenditure by asset class and sub-class

EC443 Winnie Madiklzela Mandela - Supporting Table 5C13a Monthly Budget Statement - capital expendlture on new assets by asset class - M02 August

2021122 Budget Year 2022i23
Descriplion Ref| Ay a o ‘ani
’ oo | e | vt | ot | v | e | vtans v varinae) S
R thousands 1 %
Capltal expendliure on new asseis by Asset Class/Sub-class
Infrasiructure - 61,980 62,072 865 762 40,345 9,583 82.6% 62,072
Roads Infrastrusiure - 38,000 38,272 97 6,379 5,282 9B,5% 38,572
Roads - 38,080 8,272 - o7 6,379 5,202 96.5% 38,572
Electlcal Infrastuctira - 18,725 16,725 665 [ 665 | 2,621 19561 Te% [ 457
MV Networks - 13,840 13,946 51 #1 2,323 2273 O1.8% 13,840
LV Nefworks - 1,766 4,785 614 614 298 (317)j -108.5% 1,785
Selld Wasts Infrastualure - 8,075 8,075 - r - 1,346 1,346 | 100.0% 8,075
Landfif Shes - 8,076 8,075 - - 1,346 1,306 | 100.0% 8,075
Community Asssts - 5,050 4,189 - - 898 [::%) 100.0% 4,189
Gommunity Faolites - 5,356 2,504 - - 599 599 | 100.0% 3,594
Halls - 1,026 1,020 - - 170 170 | 100.0% 1,020
Cenlros - - - - - f - - F -
Créches - 2,676 1,214 - - 202 202 100.0% 1,214
Markels - 1,360 1,360 - - 207 wr| 100.0% F 1,360
Sport and Recreation F acllifes - 595 595 _F -r 99 go| t00.0% 535
Ouldoor Facilitles - 595 " 595 - _r 99 pa| 1tocon F 595
Herilage assets - - 1,000 - -7 167 167 tonom 1,000
Works of Anl - - 1,000 - - 187 1671 100.0% 1,000
Difier assats - 11,662 1,562 955 85 1,927 1,572 91.8% 11,562
Opsratonzt Bulldings - 11,562 14,562 386 355 1,927 1,572 #1.6% 11,562
Manufaclusing Piant " 11,662 14,562 385 s5f 1977 15721 818% T g8
Computer Equlpment - 2,125 2,125 - - 354 as4 | 100.0% 2,125
Compular Equipment 2,125 2,125 - - 354 354 | 100.0% 2,126
Furnliure and Otftce £quipment - 7,140 7,140 - - 1,160 1190 | 160.0% 7,140
Fumilure and Office Equipment 7,440 7,140 - - 1,150 4,490 100.0% 1,140
Machinary and Equipment - 128 183 55 55 b2 (34)] -15B.8% 183
Machinery and Equipment 128 163 56 56 2 (3n] -158.8% 183
Transport Assels - 6,500 6,445 - - 1,083 1,083 | 100.0% 6,445
Transport Assets 6,500 8,445 - - 1,083 1,003 | 100.0% 6,445
Total Gapitat Expendliure on new assets i - 05,204 94,715 1,075 1,172 15,788 14,614 |  B2B% 4,715
EC443 Winnie Madikizela Mandela - Supporting Table SC13t Monthly Budget Statement - capital expenditure on renewal of existing assets by asset class - M02 August
2021122 Budget Year 202223
Description Ref Orlgtnal Adjustat onth 2a
' e | o | vt | vt | ol | vodga |1 vronco rarianen L2
R thousands + %
Captlal expenditure on renewal of exiallng assets by Aaset ClasaiSub-class
Infrastructure - 3,426 7,426 2,248 3,143 1,238 (3,805 -193.8% 7,428
Roads nfrastusture - 3,426 7,426 2,246 3,143 1,238 1,808y -153.8% 7,428
Roads - 3,478 7.426 2,246 3,143 1,238 {1,908 -183.9% 7,426
Gommunily Assats - 1,580 8,608 - - 935 ga5 | 100.0% 5,608
Commurity Faclites - 1,380 5,600 - - 935 935 | 100.0% 5,608
Taxi Ranks/Bus Teminals - 1,360 5,600 - - F 935 ps | 100.0% [ 5,608
Other ssnels - 140 340 - - 51 57| 100.0% 340
Operatonal Buildings - 340 340 - - 57 57| 100.0% 340
Municipal Offices - 340 340 B - 5t 57 100.0% 40
Total Gepltal Expendliure on renewal of exiating assets i - 5,128 3,375 2,248 3,143 2,229 {14y  41.0% 13,375
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EC443 Winnle Madikizela Mandela - Supporting Table $C13e Monthly Budget Statement -

capital expenditure on upgrading of exlsting assets by asset class - MO2 August

W22 Bugdget Year 202223
Description Ref | Audited | Orginat | Adjusted | Monthiy YearTD YoarTD YD varisnce| ¥TD variance Fiill Year
Outcome Butigei Budget actua! actual budget Forecast
R thousands i %
Capital axpenditure on upgrading of existing asseis by Asset Class/Sub.ciass
Communtty Assels “ 7,626 7,628 1,820 1,63 1271 (s5)]  -434% 7,628
Community Faciios - 7,528 7.628 1,823 1,823 1,21 {E5n;  434% 7,628
Halls - 7528 7,628 1,623 182 1,271 5 434% 7,628
Totat Capltal Expendiiure on upgrading of exlsting assefs i - 7,628 7,628 1,823 1,823 1M {55y -404% 1,628

The above tables indicate that the municipality spent R5.1 million for the month from its capital budget -

for the period ended 31 August 2022. This is performance that cannot be encouraged even though it’s a

big improvement from last month, especially considering that the municipality has three major capital

programmes being implemented by the municipality that are behind schedule with two having been

scheduled for completion by 30 June 2022.
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b) Capital Expenditure by municipal vote

EC443 Winnle Madikizela Mandela - Table €5 Monthly Budget Statement - Gapltal Expenditure {municlpal vote, functional classlflcation and funding) - M02 August

2021122 Budget Year 2022/23
Vote Deseriptlon Ref Audited Orlglinal Adjusted Monthly YeartD YearTD YTD variance 'YTD variance Fudl Year
Gutcome Budget Budget actual acteal budget Forecast
R thousands 1 %
Mulfi-Year expenditure appropriation 2
Volg 6 - Engineering Services - 8,988 13,237 1,823 1,823 2,208 (384) -17% 13,237
Total Gapital Multl-year expenditure 4,7 - 6,985 13,237 1,823 1,823 2,206 (384} A% 13,237
Single Year expandlture approgriation 2
Vota 1 - Execulive and Counsil - - 1,000 - - 167 {167} -100% 1,000
Vle 2 - Corporale Services - 12,900 12,900 — - 2,150 (2,150} -100% 12,900
Vole 3 - Budgel and Treasury Offce - - - - - - - -
Vote 4 - Communily Services - 14,388 14,388 55 56 1,888 (1,843) -97% 14,380
Vote 5 - Davalopmant Planning - 13,517 13,517 355 355 2,253 {1,808) -B4% 13,617
Vole § - Engineering Servicas - 61,286 63,677 2,911 3,906 10,613 {6,708) -63% 63,677
Jotal Capltal sIngla-year expenditure 4 - 99,060 102,481 3,321 435 17,080 (12,765) -15% 102,481
Total Capltal Expenditure - 108,048 115,718 5,144 6,437 19,286 {13,149) -68% 115,118
Capital Expenditure - Functional Classiflcatlon
Governance antd adminisiration - 13,240 14,240 - - 2,373 12,373 ~100% 14,240

Execubive and counct - - 1,000 -7 - 167 {167} -100% 1,000

Finance and administraiion - 13,240 13,240 " - 2,207 (2,207) -100% 13,240
Community and public safety - 1,848 1,903 55 r 55 kitd {262) -83% 1,903

Commurily and social services - 4,720 1,720 - ¥ - 287 1287) -100% 1,720

Sporl and recrealion - 128 183 55 F 55 F 30 25 81% 183
Economlic and environmental services - 67,336 74,005 4,424 4 5,418 12,334 6.817) -56% 74,005

Planning and development - 25,820 28,307 2a7a!l  2a7] A8 @540 5% 28,307

Road fransport - 41,516 45,608 2,248 4 3,240 7,816 (4,376) -57% 45,598
Trading services - 25,625 25,570 885 4 665 4,262 {3,597) -84% 25,570

Energy sources - 16,425 16,425 665 | 565 T 2,738 {2,073) <76% 16,426

Wasla managemani - 9,200 8,145 -7 - 1,624 {1,524} ~100% 9,145

Total Capltal Expenditure - Funclional Glassilication 3 - 108,048 115,718 5,144 6,137 18,206 {13,149} -68% 115,718
Funded by:

Nalionat Govamment - 69,945 70,126 2,238 4 2,325 11,688 {9,353 -B0% 70,128
Transfern recognlsed - capital - 64,045 70,128 2,228 2,325 11,688 (9,363) -40% 70,126
Internally generated funds - 38,103 45,591 2,916 " 3812 7,599 {3,786) -60% 45,591

Tolat Capltal Funding - 108,048 15,718 5144 5,137 19,286 113,149} 5% 115,718

The above table indicate that the municipality spent R5.1 million from its capital budget for the period ended

31 August 2022 which is very discouraging considering that we have three major projects that have been

allocated the bigger slice of the municipality’s available resources that have not performed desirably during

the past years.
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9.Supply chain management

The municipality has an established Supply Chain Management Unit in terms of the Municipal Finance
Management Act. The section is placed within the Budget and Treasury to deal centrally with all issues
that refate to procurement, demand management, logistics and disposals. The following is the indication
of the activities that have occurred within the department for the period being reported on.

a. Acquisition management

To improve the system of acquisition management the following should be taken into considerations

» Goods and services must only be procured in accordance with authorized procurement processes.
» Procurement of goods and services, either through quotations or through a bidding process, must
be within the threshold values as determined by National treasury and the municipality’s supply

chain management policy.

b. Handling of tenders during and Post COVID-19

In attempt to continue delivering services to the communities decisions needed to be taken to ensure that
the municipality proceeds with the procurement processes in line with the limitations placed by the

regulations governing the movement of people and other things.

The municipality introduced virtual tender briefings using the Facebook live platform to share
information with interested parties and provide clarities on tenders issued by the municipality, This was
coupled with creation and introduction of email addresses where tenders can be submitted. This was done

to address the following:
* Procurement to proceed despite the lockdown
» Protect the public and municipal staff from direct human interaction
» Limit movement in line with the lockdown
e Avoid documents which are known to be one of the carriers of COVID-19
To continue ensuring these processes are transparent the following has been introduced:

* After each live Facebook briefing a register is generated of all those who interacted with the
presentation as instructed and posted on the municipal website so that all interested parties know

who is considered to have fully complied
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e Once the tender closing time passes, a register indication the name of the company, tender
amount, email address, date and time is prepared and posted on the municipal website for all

bidders to know if their tenders will be considered
e All tenders are evaluated in electronic versions

e The recommended bidders are then requested to make a submission of the hard copies of their

submission (originals)

e Only the hard copy of the winning bidder is then filed which also addresses issues with filing

space and safety of the documents.
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PART 2 -~ SUPPORTING DOCUMENTATION

1. Preparation of the Annual Financial Statements

The MFMA requires that the accounting officer of a municipality must prepare the annual financial
statements of the municipality or municipal entity and, within two months after the end of the
financial year to which those statements relate, submit the statements to the Auditor-General for
auditing. Similarly, the accounting officer of a municipal entity must prepare the annual financial
statements of the entity and within two months after the end of the financial year to which those
statements relate, submit the statements to the parent municipality and the Auditor-General, This
means that the 2021/22 annual financial statements must be submitted by 31 August 2022 to the
Auditor-General for auditing.
2. Preparation Process
The process starts with the year-end closure processes as follows:

s Stock count

* Verification and assessment of assets

* Review of the Infrastructure asset register

¢ Correction of prior year errors

¢ Closure of the General ledger
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b. Verification and Assessment of assets

The municipality has movable assets that are 100% managed internally and Infrastructure assets that are

managed through an external service provider due to their complex nature and specialised skill required.

Movable assets were all verified, and their condition assessed at year end to determine those that are still
good to be used and those that require a possible disposal, The assessments done have indicated that some

assets require disposal. These assets included items as follows:
¢ Damaged computer equipment to the value of — R8 392
* Damaged and old furniture to the value of — R2 448

These items have gotten to a stage where they can cause harm to those using them and cost the
muticipality more money while some are no longer usable and occupying spaces that could be used to

address office space for the municipality.

¢. Review of Infrastructure register

The municipality had a service provider that was contracted for the review of the infrastructure register
for a period of three years, with May 2022 being the last month of the service provider’s contract. Due to
the National Government’s halting of procurement processes the municipality could not proceed with the
procurement processes for a new contract and the Accounting Officer approved an extension for the
existing service provider to also assist with the review of the 2021/22 register, Before the municipality
the year ended, procurement processes commenced for a new service provider with the hope to cancel
the extension as soon as the processes are finalised but no suitable service provider found. The
recommended service provider was found to have submitted fraudulent appointment letters at another

municipality in the province and therefore the municipality went ahead with the extension.
The process of the review of the infrastructure register includes, but not limited to:

¢ Unbundling of completed assets

* Valuation of investinent propeities and buildings

* Assessment of useful lives and residual values where applicable

s Impairment assessment

* Review of engineering and accounting standards used

70]Pégem



Due to the recent floods that affected the municipality, the assessment of these assets for impairment and
revision of useful lives was completed on 29 August 2022. This was done in comparison with the report
that was submitted to the municipality by engineering professionals during the disaster impact

assessment with the following findings:

e The initial assessments included portions that were not constructed by the municipality but rather

foot paths

e The initial assessments had incotrect number of kilometres that did not reconcile with the length

of the roads constructed by the municipality
Challenges faced during the unbundling process:
e Final BOQs not detailing the components of each asset completed

« In some internal project’s contingencies were utilised by did not specify what items they were
used for and therefore making it impossible to allocate those costs to the components of each

asset.

The review of the municipality’s infrastructure register was completed Wednesday 31 August 2022
which was a bit too late for the finalisation of the annual financial statements resulting the in the

statements submitted without necessary reviews by those not involved in the preparation.

d. Correction of prior year errors

During the audit there are items and areas flagged by the auditors that require that the municipality
addresses and avoids occurrence of such issues for the future. Some of these issues are identified by
management when analysing the events that took place during the year and the year before that.
Management has identified areas that necessitated that prior year 'ﬁgUl‘eé be revised and below is a

summary of these items:

e Overpayment of Zamadunga Business Enterprise for the construction of the civic center where a
payment that was supposed to be split and a portion of it paid to a cessionary was also claimed by
Zamadunga Business Enterprise as well, this has since been communicated to the service provider
and a repayment agreement entered into.

e Creditors raised for Mayoral Imbizo catering where it was later discovered the service providers
did not provide the catering required

e Reversal of a creditor that was also included in the accruals and creditors

e Leave provision for senior managers where 24 days at the end of the financial year were used
instead of the 48 days that applies to other categories as well.
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¢ VAT receivable affected by the transactions indicated above

3. Summary of the current year outcomes

Below are is a summary of the municipality’s financial results statting with the Financial Position,
Financial Performance and Cashflow results:

a) Financial Position

The municipality’s total assets have increased from R1.1 billion to R1.19 billion with the following main
areas of improvement:

e Property, Plant and Equipment

e Cash and Cash Equivalents

* Operating lease asset

s Receivables from exchange Transactions

The municipality’s total liabilities have also increased from R75.8 million to R97.9 million with the
following main contributors:

* Payables from exchange transactions
»  Provision for landfill site rehabilitation
» Unspent conditional grants (GBS Grant)

The municipality’s net worth has also increased from R1,02 billion to R1.09 billion indicating the good
efforts in investing on infrastructure development.

b) Financial performance

The municipality’s financial performance indicates how revenue and expenditures were managed during
the year. The municipality has recorded an operation surplus of over R61.4 million for the year which is
also in line with the increase on the municipality’s net worth,

The municipality’s total revenue has decreased from R498 million to R466 million with the following
areas to be noted:

*  Government grants and subsidies
* Licences and permits
s Fines, Penalties and Forfeits

The municipality’s total expenditure has increased from R342 million to R407 million with the following
areas contributing to the increase:
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¢ Contracted services

e Bulk purchases

¢ General Expenses

» Employee Related costs
¢) Cash flow

The municipality has recorded an increase of over R18 million on its cash and cash equivalents from
R258 million to R277 million. This is very important in ensuring the municipality continues operating
even under difficult economic conditions. This allows the municipality to be able to contribute its own
funds in the development of infrastructure.

The municipality has seen a decrease in net cash flows from operating activities of R38.9 million from
R207 million to R168 million with the following areas contributing:

s Decrease in Grants received
« Increase on cash paid to suppliers
¢ Increase on interest income

An increase on investing activities has also been recorded from R123 million to R149 million, this relates
to creation of assets in the form of infrastructure investment

4. Implementation of the Finance Management Internship Programme

The municipality implements the Finance Management Internship from funded through the Financial
Management Grant as one of the conditions indicated in the grant framework. The program is

implemented in line with the guidelines that gavern the following:
a) Number of interns, which is 5 at all times
b) The minimum requirements for recruitment of the interns
¢) The recruitment process to be foliowed
d) The duration of the programme
e) The remuneration structure and limits
) The reporting requirements
¢) The structure of the programme

The municipality currently has one intern enrolled in the programme with the four currently being

recruited.
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We noted with concern that the municipality has not been following the guidelines in full when these are
being recruited which may resulting in funding being withheld should this be picked up by the funder.
Some of the candidates that get shortlisted do not meet the minimum requiretnents and no proscribed

process is followed as prescribed when the municipality decides not to follow the guidelines,

A meeting has been held with Corporate Services to assist each other in understanding and correctly

implementing the programme.

The municipality has also finalised the process of recruiting three additional Financial Management

Interns to make the required number of 5.
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6. Creditors’ analysis

EC443 Winnle Madikizela Mandela - Supporting Table SC4 Monthly Budget Statement - aged creditors - M02 August

Deserlption NT Budpet Year 2022(23 Prigr year
Code 0. M- 81 91 121- 151 . 181 Days - Gver 1 Total lotals for chart
R thousands 30 Days 60 Days 90 Days 120 Days 150 Days { 180 Days t Year Year {same period)
Creditors Age Analysls By Cusiomer Type
Bulk Electricity 6100 -
Bulk Water 0200 -
PAYE deductions 0300 -
VAT (outpul tess input) 0400 -
Pansions / Retremenl deductions 0500 -
Loan repay ments 0600 -
Trade Credilors ovo0 2,088 2,089
Avditor General 0800 -
Olher 0800 -
Total By Customer Type 1000 2,008 - - - - - - - 2,089 -

The above table shows the municipality’s creditors and their ageing. All creditors recorded are within the 30

days requirement with no creditors beyond the 30 days, The municipality continues to find ways to ensure

that this status quo is maintained at all times,

7. Investment portfolio analysis

EC443 Wlnnle Madikizela Mandela - Supporting Table SC§ Monthly Budget Statement - investment portfolio - #02 August

Partlal 1
Capltal | Verlable or Commlssto
Investments by maturity Perlad of Typeof | Gusrantse Flxad Interest 1w Bald Commlssio | Explry date |  Opening | Intorestts be | Prematura | Invasimant Glosing
Name of institution & investhent 1D Ref { Investment Rate » n Reclplent of balance reatised Withdrawal Top Up Balance
Investment | (Yes! No) |Interest rale {Rands)
Tnvestment {4}
R theusends YrsiMonlhs
Municlpality
FNB CALL DEPOSIT ACCOUNT{62650717767) Nolfixed | Calt Depasil No Varleblo | 0003627088 [ nfa rolfxed 7,307 ki {769) - 8,585
FNB CALL DEPOSIT ACCOUNT{62459768078) ol fixed § Call Daposil No Velable | C.003452207 4 nfa ol fix ed 3281 #H - - 3,292
FNE CALL DEPOSIT AGGOUNT(62028477992) Nolfixed | Calt Daposit No Variabla | 0.003549437 0 na nol fxed 360,900 1,281 (13,519) - 348,882
FNB GALL DEPCSIT ACCOUNT(62818760220) Nolfxed | Calf Daposit Ne Variable | 0.003021925 0 nia nolfixed 359 1 380
FNB CALL DEFCSIT ACCOUNT(62816773073) Notfxed | Galf Daposil No Verlable | 2.339347214 k] nia net dxed 1 2 - 922 926
FNB CALL DEPOSIT ACCOUNT (82898110470} Notfxed | Call Daposil Mo Valable | 0.003710633 Q wa net fixed §,326 23 (408} - 5,941
FXB CALL DEPOSIT ACCCUNT{62852108531) Notfixed | Cell Deposit No Vadshle | -B.475E+16 0 ra nol fixed 0]} <) - 12,780 12,023
FNB CALL DEPOSIT ACCOUNT (626607 16028) NolBxad | Gall Doposil No Varlable 165724 0 na nol fixed 1 2 @ 2,100 2,104
Municipality sub-fotal 374,118 {44,697) 15,852 360,670
Entitfes
Entitles sub-total - - - -
TOTAL INVESTMENTS AND (NTEREST 2 378,176 (44,602), 15,812 380,870

The table above shows the municipality’s investments performance. The table shows that the municipality’s cash

and cash equivalents increased during the month by over R1.1 million which lead to an increase in its investments

for the month of August 2022, It should however be noted that this only reflects the difference between what was

received and what was spent,
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8. Allocation and grant receipts and expenditure

a) Transfers & Grants Receipts
EC443 Winnle Madikizela Mandela - Supporting Table 8C6 Monthiy Budget Statement - transfers and grant receipts - M02 August

W24/22 Budget Year 2022/23
Description Ref| Audited Orlginal Adjusted Monthly YearTD YearTD ¥7D YTD Full Year
Qutcome Budget Budget actual actual budget | variance | varlance [ Forecast
R thousands %
RECEIPTS! 1.2
Operating Transferg and Grants
Natlonal Government; - 337,852 350,642 15,812 140,649 50,440 1 82,148 | 140.6% 350,642
Local Government Equitable Share - 320,085 320,095 - 124,837 53,349 | 71,488 134.0% 320,095
Expanded Publlc Works Programme Integrated Grant - 3,867 3,687 922 922 616 3,687
Local Govemment Financlal Management Grant - 2,400 2,100 2,100 2,100 350 2,100
Municipal irfrastruciure Grant - 2,752 2,752 - - 459 2,752
Neighbourhood Devalepment Partnership Grant - 9,218 9,218 - - 1,536 9,218
Disasier Relief Grant - 12,790 12,780 12,790 21327 10,668 | 500.0% 12,790
Provinctal Government: - 500 500 - - 83 (83)] -100.0% 500
Capaclly Bullding and Olher - 500 500 - - 83 {83)] -100.0% 500
District Municlpality: - - - - - - - -
Other grant providers:. - - - - - - - ™
Total Operating Transfers and Grants & - 338,352 351,142 15,812 140,649 58,524 | 82,063 | 140.2% 351,142
Capital Transfers and Grants
Natlonal Governmont: - 82,788 82,288 - 10,586 13,715 {1,408 -10.3% 62,288
Munlcipal Infrastructure: Grant (MIG) - 62,286 52,286 - 7,306 8,714 (1,408)] -16.2% 52,286
Nelghbeushoad Development Parnership Grant - 13,602 13,602 - - 2,267 13,602
Integrated National Elecbification Programme Gran - 16,400 16,400 - 3,280 7,733 " 16,400 |
Provinclal Government: - - - - - - - -
District Municipality: - B - B - - - -
Other grant pravidars: - - - E - - - -
Total Capltal Transfers and Grants 5 - 82,288 82,208 - 10,586 13,716 1,408} -10.3% 92,288
TOTAL RECEIPTS OF TRANSFERS & GRANTS 5 - 420,639 433,429 15,812 151,235 2,238 1 BOBBd} M1T% 433,429

The above table shows grants received during the month of August 2022.
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b) Transfers & Grants Expenditure

EC443 Winnie Madikizela Mandela - Supporting Table SC7{1} Monthiy Budget Statement - transfers and grant expenditure - M0Z August

2024122 Budget Year 2022/23
Description Ref|  Audited Orlginal | Adjusted | Monthly YearTh YearTD Y10 YTD Full Year
Qutcome Budget Budget actual actual budget | wvariance | variance | Forecast
R thousands %
EXPENDITURE
Operating expenditure of Transfers and Granis
Natlonal Government; - 337,852 350,642 18,636 33,052 58,440 | (25,389)] -43.4% 350,642
tocal Govemment Equliable Share - 330,95 320,005 16,830 36,874 63,349 | (22,475)] -42.1% 420,005
Expanded Public Works Programma Integrated Granl - 3,687 3,687 1,197 1,167 615 682 | 94.7%
Local Government Financlal Management Grant - 2,100 2,100 125 174 350 (176)] -50.3%
Municipal Infrastructure Grant - 2,752 3,752 386 807 459 8§ 76.0% |
Neighbourhood Developmenl Parbiership Grant - 9,218 9,218 - - 1,536 {1,536)| -100.0% 9,218
BDisaster Refief Grant - - 12,786 - - 2,132 {2,132)] -100.0% 12,790
Provinclal Government: - 508 600 23 22 83 {613} -73.6% 500
Capaclly Bufiding and Cther ~ 500 500 23 2 25 61} -736% 500
District Munkcipality: - - - - - - - -
Other grant providers: - - - - - - - -
Total operating expenditure of Transfars ant Grants: - 338,352 151,142 18,659 33,074 58,524 1 (25,450% -43.5% 351,142
Capltal expenditure of Transferg and Grants
National Government: - 82,288 82,288 1,985 2,067 13,716 | (11,648)F -B4.9% 62,788
Munlcipal Infraskucture Grant (MIG) - 52,280 52,285 1,805 2,016 8,741 (6,698)| -76.9% 52,285
Nelghbourhood Development Parnership Granl - 13,602 13,602 - - 2,267 12 267) -108.0% 13,602
Inegrated Naticnal Electrification Programme Gran - 16,400 16,400 51 51 2,733 | (2,683)} -9B.1% 15,400
Provincial Government: - - - - - w - -
District Municlpality: - ~ - - - - - -
Other grant providars: - - - - - - - -
Tolat capital expenditure of Transfers and Grants - 82,280 92,208 1,955 2,057 43,745 [ {11,648)| -84.9% 82,288
TOTAL EXPENDITURE OF TRANSFERS AND GRANTS - 420,639 433,429 20,615 35,144 72,238 | (37,008)} .51.4% 433,420

The above table shows expenditure on grants that have been allocated to the municipality.
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¢) Expenditure on approved rollovers

EC443 Winnie Madikizela Mandeta - Supporting Table SC7{2) Monthly Budget Statement - Expenditure against approved rollovers - M0z

Budget Year 2022{23

Description Ref Approved

Rollover Monthly actual | YearTD actual YTD varlance YTD variance
2021122
R thousands %,

EXPENDITURE

Operating expenditure of Approved Roll-overs

Natlonal Government: - - - -
Local Government Equilatle Share -
Ex panded Public Works Programme integrated Grant -
Local Government Financial Management Grant -
Municipaf Infrastruciure Grant -
Nelghbourhood Development Parinership Grant -

Disasler Relisf Grant -
Provinclal Government; - - - "
Capacily Building and Other _

Olher ransfors and grants [insert description] -
District Munlcipality: - - - .

finserf description] -
Other grant providers: - - - _

linsert description} ~

Total operating expenditure of Approved Roll-overs - - - -

Capital expenditure of Approved Roll-overs

MNational Governmaent: - - - -
Municipal Infrastructure Grant (MIG) -

Other capital ransfers {insert description] -
Provincial Government: - - Z =

District Munlclpality: - - - _

Other grant providers: - - - _

Total capltal expenditure of Approved Rell-overs - - - -

TOTAL EXPENDITURE OF APPROVED ROLL-OVERS - - - -

The table above shows spending progress on the approved rollovers for the year being implemented. The
municipality has no rollover application that has been approved as application processes are still in taking

place.
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9. Cash flow Statement

EC443 Winnie Madikizela Mandela - Table C7 Monthly Budget Statement - Cash Flow - M02 August

2021122 Budget Year 2022/23
Description Ref|  Audited Original | Adjusted Monthly YearTD YearTh YTD Y1p FuH Year
Cutcome Budget Budget actual actual budget | variance | varlance | Forecast
R thousands 1 %
CABH FLOW FROM OPERATING ACTIVITIES
Receipts
Property rates - 34,817 34,817 2,165 3.819 5803 (1,984)] -34% 34,817
Service charges - 54,588 54,588 2,900 1,764 9,098 (1,320 -15% 54,588
Other revenug - 26,570 33,681 848 4,706 5,614 [ (3,808 -70% 33,681
Transfers and Subsidles - Cparatonal - 338,352 351,142 15,812 140,648 58,524 | 82,125 | 140% 351,142
Transfers and Subsidies - Capilal - 82,788 82,288 - 10,508 13,795§ (3,129} -23% 82,280
Interest - 9,760 9,760 1,365 2,360 1,627 7335 45% 8,760
Divdends - - - - - - - -
Payments '
Suppllers and employ eos - (367,832) (382,134} {17,689} {63,191} (63,680)| {10,498)] 16% {362,134}
Finance eharges - {100} (100) - - {1 {17y 100% (100)
Transfers and Granls - - - - - - - -
NET CASH FROMH{USED) OPERATING ACTIVITIES - 178,444 184,042 5,33 113,698 30,674 | (83,024) -271% 184,042
CASH FLOWS FROM INVESTING ACTIVITIES
Recefpts
Proceeds on disposal of PPE - - - - - - - -
Degrease {increase) in non-current recelv abies - - - - - - - -
Decrease (Ingrease) in non-current inv estmenis - - - - - - - -
Payments
Capital assels - (120,958) {134,579) {6,300) (9,432 (22,430)| (12,99B)| 58% {129,968)
NET CASH FROMHUSED) INVESTING ACTIVITIES - (129,968) (134,579) {6,300) (9,432) (22,430)) (12,998)| 58% {129,968}
CASH FLOWS FROM FINANCING ACTIVITIES
Receipts
Short term loans - - - - - - - -
Bonawing fong termirelinancing - - - - - - - -
Increass {decrease) n consumar deposits - - - - - - - -
Payments '
Repay ment of borrowing - - - - - - - -
NET CASH FROM/{USED) FINANCING ACTIVITIES - - - - - - - -
NET INCREASE/ {DECREASE) IN CASH HELD - 48,476 49,463 (869} 104,266 8,244 54,074
Cash/cash equivalenis at beginning; - 336,827 336,827 382,342 277,107 336,827 ¢ 336,827
Cash/cash equlvalents al monthty ear end: - 385,302 306,280 381,373 345,071 | 390,901

The above table shows how the municipality’s cash was applied during the month to account for the movement in

actual cash at the bank.
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10. Statement of Financial Position

EC443 Winnie Madikizela Mandela - Table C6 Monthly Budget Statement - Financial Position - M02 August

2021122 Budget Year 2022/23
Description Refi Audited Original Adjusted YearTD Full Year
Outcome Budget Budget actual Forecast
R thousands 1
ASSETS
Current assots
Cash = | terd ewsl 78| 19720
Call investment deposiis 201 Uae6,583 4 979,373 380,670 | 365583
Consumer deblors - 19,6544~ . 19,654 * -75,808.]. . 19,654
Other debtors - 31,7991 317991  s6ave | Bi7ee
Current portion of long-ferm recelv ables - - - - ey
Inv entory - 1,878 1,878 64 1,878
Total current assets - 438,634 439,622 514,184 438,634
Non current assets
Long-term recelvables - s - o L
inv estments - - o= 93 - -
inv estment property - -36,685 36,8551 39,000 36,655
Inv estments in Asscclale - - - - -
Property, plant and equipment - 759,811 TH7,480 765,182 789,811
Biological - = - p - -
Intangible - - - 431 -
Cther non-current assels - 1,._23-.1 o teat | 1,261 . 11,?31
Tofal non current assets - 797,667 805,366 805,610 797,697
TOTAL ASSETS - 1,236,331 1,244,988 1,319,794 1,236,331
LIABILITIES
Current liahilities
Bartk overdraft = - - - -
Borrowing = - - - -
Consumer deposits - B0s 505 463 505
Trade and other pay ables - 44,406 BO576 | 79,494 44,408
Provislons = | 19,990 19980  18862| 19,960
Total current liabilities - 64,901 71,070 08,939 ‘ 64,901
Non current liabilities
Borrow ing - - = - -
Provlslons -1 B8} 528 22,484 5,246
Total non gurrent labilities - §,246 5,246 22,484 §,246
TOTAL LIABILITIES - 70,147 76,318 121,423 70,147
NET ASSETS 2 - 1,166,104 1,168,672 1,198,374 1,166,184
COMMUNITY WEALTH/EQUITY
Accumulated Surplus/(Deficlt ~ | 1166484 | 1,186,672.] 1,198,371 | 1,166,184
Reserves ~ 7 e T
TOTAL COMMUNITY WEALTH/EQUITY 2 - 1,166,184 1,168,672 1,198,371 1,166,184

This is the report for August 2022 and we would like the Committee to consider its contents,
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11. Municipal Manager’s quality certification
Quality Certificate

I ’L.UMUSO ................. et LA— Ia\, the municipal manager of Winnie Madikizela-Mandela Local
Municipality, hereby certify that —

E/The monthly budget statement

for the month of August 2022 has been prepared in accordance with the Municipal Finance Management

Act and Regulations made under that Act.

Print name: \»M“\'su O DO\ ner ey

--andela Local Municipality (EC443)
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