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To: The mayor and members of the Council

In accordance with section 52 of the Local Government: Municipal
Finance Management Act 2003 (the “MFMA)”, this report is required
to assess the budget implementation of! Kheis Municipality during
the first quarter of the 2023/24 financial year.

Section 52 of the MFMA requires from the mayor to submit within 3@
days after the end of each quarter, a report in a prescribed format
to Council on the implementation of the budget and the financial
state of affairs of the municipality.

[l
/30N

/ .
Mr. M.P Dichada(Acting Municipal Manager)
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1. PURPOSE

To inform Council of progress made in the implementation of the budget and the
performance outcomes in respect of the third quarter of the 2022/23 financial
year, and to ensure that implementation of the budget is in-1line with the Service
Delivery Budget Implementation Plan (SDBIP).

2. LEGAL REQUIREMENTS

In terms of section 52(d), of the MFMA, the quarterly report for the period 01
July 2023 to 31 December 2023 is submitted for your consideration.

In terms of the section 54 (1), (2) and (3) of the MFMA the following applies: -

(1) “On receipt of a statement or report submitted by the accounting officer of
the Municipality in terms of section 52 or 72, the mayor must -

(a) consider the statement or report.

(b) check whether the municipality’s approved budget is implemented in
accordance with the service delivery and budget implementation plan.

(c) issue any appropriate instructions to the accounting offices to ensure -

(i) that the budget is implemented in accordance with the service delivery
and budget implementation plan; and

(ii) that spending of funds and revenue collection proceed in accordance
with the budget.

(d) identify any financial problems facing the municipality, including any
emerging or impending financial problems; and report it to council.

3. IMPLEMENTATION OF BUDGET IN TERMS OF SDBIP
The quarterly report has been completed for legislative compliance.
3.1 Financial problems or risks facing the municipality.

Currently! Kheis Municipality is experiencing cash flow problems. The
turnaround strategy has been implemented partially and will be fully
implemented as we anticipate positive results which may contribute to
improvement in the cash flow which result to better service delivery to all.

3.2 Other information

During November 2021 a new council had been elected. However, the Municipal
Manager had been relieved from his duties during January 2024. During this
period Council had requested Cogsta to appoint an Acting Municipal Manager,
but up until the appointment Council have taken a decision to give Senior
Staff the opportunity to act as Interim Municipal Manager on a three-month
basis. The figures and information in this report is from 01 July 2623 - 31
December 2023.

4, EXECUTIVE SUMMARY
This quarterly report assesses the performance of the municipality during the
last three months of the current financial year, considering -
(i) revenue collected against set targets in the A7 of the original
budget.
(ii) the budgeted v/s actual expenditure figures in the monthly C-
schedules.
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(iii) the budgeted v/s actual capital expenditure figures in the monthly
C- schedules.

(iv) the service delivery targets, and performance indicators set in
the service delivery and budget implementation plan.

(v) the budgeted cash flow in the original A schedules of the budget.

(vi) the performance of every municipal directorate in line with the
strategies set out in the SDBIP.

(vii) Municipal Standard Chart of Accounts (mSCOA)

(viii) Remedial steps to improve processes hampering services delivery
and compliance challenges.

4.1. Revenue collected.

The year-to-date (@1 July 20623 - 31 December 2023) reflects an achievement of
53%. This is a decreased in relation to the similar period of the previous
financial year. Notwithstanding this decrease contribute to debtors not paying
they monthly accounts! Kheis Municipality experiences challenges in terms of
revenue collection:

(a) Consumers: Low payment rate; and

(b) State Departments: cost reflective payments rate.

4.2. Operating expenditure

The operating year - to- date expenditure is still in line with the budgeted
amount in the A-schedules of the original budget. The municipality operating
expenditure for the second quarter is R 21,831 million or (30%) and capital
expenditure for the second quarter which constitute an overall amount of R 8,6
million of expenses. The municipality made a payment of R 750,000.00 from they
own money for Grootdrink Sport Facility that’s why the expenses differ from the
Section 71 report with last mention amount. Expenditure items such as bad debts
and depreciation are recorded at the end of the financial year. That’s the
reason why these expenses show unspent balances at the end of the second quarter.

4.3. Capital Expenditure

Capital expenditure budgeted is R 11 million for the year under review.
Expenditure on the Capital budget for the second quarter is R 8,6 million.

4.4, Performance indicator

The performance indicators for the first quarter of the 2023/2024 financial year
had been measured against the strategic objectives in the SDBIP.

4.5, Cash flow

Cash and cash equivalents amounted to a positive with the cash flow of the
municipality on 31 July 2023. A huge challenge that the municipality is facing,
is the collection of outstanding debtors, measures was put in place for the
collection of this outstanding amounts owed by the debtors. More emphasis was
implemented on the collection of outstanding debt towards debtors especially
residential and commercial.

Conditional grants had been received and invested in line with the conditions
of the grants. These funds are only spent in line with the payment schedules
for the projects funded by MIG and FMG. All these spending on the grants should
be in line with an approved business plan. No operational expenses are covered
under the conditions of these grants. However, the municipality failed to meet
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the requirements of the conditional grants for the prior year, resulting in
withholding of eguitable shares.

4.6, Directorates performance

The quarterly reports on the performance targets of all directorates in the
municipality had been submitted to the Performance Management Section for
scrutiny and testing against targets and KPA’s.

4.7. Municipal Standard Chart of Accounts

The municipality implemented the mSCOA system since @1 July 2@17. Since the
implementation of mSCOA the municipality encounters problems with certain
reports especially Section 71 report and facing challenges, such as balance
sheet and Income statement Budgeting. The Finance Dept is busy with the
transgression and migration to move from SAMRAS to SAMRAS Web.

4.8. Remedial steps

The municipality is still experiencing challenges in maintaining the budgeted
expenditure and income, especially on maintenance and other related expenses.
The data strings on compilation of the section 71 reports are in line with the
requirements from National Treasury, however, the following need further
attention:

» The income codes from NT on the system needs intervention, because it
need to give a better report on the financial and cash flow position of
the municipality.

> Service delivery target and performance indicators had been measured
against the SDBIP, through the C-schedules for the first quarter of the
financial year; and

» Monthly reconciliations for current financial year had been performed and
it show that the municipality will not be able to meet its priorities,
because of prior year commitments. The following monthly reconciliations
had been performed during the first quarter of this financial year till
the end of the quarter:

¥v" Bank reconciliations.
Debtor’s reconciliations.
Payroll (salary) reconciliations.
Vat reconciliations; and
Creditors reconciliations
Grant reconciliations
Investment Register

AN N NN

Copies of these reconciliations are filed in line with the requirements of
National Treasury, in separate file.

OVERVIEW OF FINANCIAL PERFORMANCE
5.1 Bank and cash book balances

The bank balance according to the bank statement reflects the actual bank balance
of the Municipality at a specific date, whereas the cash book balance is the
difference between the total accumulated cash receipts (income) up to a given
date and the total accumulated cash payments (expenses) up to the same date.
The Bank balance is, therefore, the true reflection of what the Cash Book balance

—_—
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should been had all transactions been processed by the Municipality’s financial
system (SAMRAS).

Bank reconciliations are being prepared monthly. Failure to reconcile may lead
to misleading financial reporting which can result into inappropriate Council
decisions.

The Municipality’s bank account opened the quarter with a positive balance of R
31,834.96 on 01 July 2023 and closed with a positive balance of R 87,758.85 on
31 December 2023. The balances for the conditional grants do not form part of
the operating account of the municipality. These balances are disclosed as a
portion of investments for the quarter ended.

The cashbook balance was R 18,860,128.37 on 31 December 2023. The outstanding
creditors as on 31 December 2023 amount to R 36,9 million. However, the biggest
outstanding creditor’s amount can be attributed to the ten top creditor’s, with
an outstanding amount of R 33,840,449 as at the 31 December 2823.

TABLE 1: BANK AND CASH BOOK BALANCES

DATE BANK BALANCE CASH BOOK DIFFERENCE
81/18/2023 | 115,694.24 3,245,912.02 3,130,217.78
31/01/2023 87,758.85 18,860,128.37 18,772,369.52

5.2 Cash flow

The municipality started the quarter with a positive cash book balance. However,
this amount had been influenced by an amount of R 36 mill owed towards
outstanding creditor’s such as the Pension fund, Salga, Boegoeberg Water
Association, Department of Safety and Liaison, etc. The only challenge that the
municipality is facing, is the collection of outstanding debtors.

_—————————— ..
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TABLE 2: CASH FLOW STATEMENT

NC084 !Kheis - Table C7 Monthly Budget Statement - Cash Flow -

| 2022123 Budget Year 2023/24
Description Ref | Audited Original Adjusted Monthly -YsarTD Actual YearTD | YD YO Full Year
Outcome Budget Budget Actual Budget Variance | Variance | Forecast
R thousands 1 %
CASH FLOW FROM OPERATING ACTIVITIES ;
Receipts
Property raes - 9,530 9530 17 2,258 4785 (2508) -53% 9,530
Service charges 1344 10,838 10,838 44 442 5419 4977)| -92% 10,838
Oher revenue 3,538 4,231 4231 34 259 2115 (1857)| -88% 4,231
Transfers and Subsidies - Operatonal 30826 39,150 39,150 - 15,700 19,575 (3875)| -20% 39,150
Transfers and Subsidies - Capital 16,567 21,331 21,331 - 7,200 10,665 (3465)| -32% 21,331
Inferest 13 1,084 1,084 - 2 542 (539) -100% 1,084
Dividends - - - - - - - -
Payments
Suppliers and employees (7.822) {51,885) (51,885) (17) (12,978) (25,942) (12,965)| 50% (4,324)
Inkerest - - - - - - | - -
| Transkrs and Subsidies - - - - - - -] -
NET CASH FROM/[USED] OPERATING ACTIVITIES 44,486 34279 34219 (22)] 12,881 17,140 4,259 25% 81,840
|
ICASH FLOW S FROM INVESTING ACTIVITIES |
Receipts
Proceeds on disposal of PPE - - - - - - - -
Dearease (inaease) n non-currentreceivables - - - - - - - -
Decrease (increase) n non-currentinvesiments - - - - - - | - -
Payments
Capital assels - 19,751) (21331) (21,331) 2,819)1 14,881) 10665 | 15546 | 146% | 21331
NET CASH FROM/{USED] INVESTING ACTIVITIES 19,751) (21,331) 121,331) (2,818) (4,881) 10,665 | 15546 |  146% 21,331
|
CASH FLOWS FROM FINANCING ACTIVITIES
Receipts
Shortterm loans - - - - - - - -
Borrowing long termireinancing - - - - - - - -
Increase (decrease) in consumer deposits - - - - - - - -
Payments
Repayment of borrowing - - - | - - | - -
[NET CASH FROM/(USED] FINANCING ACTIVITIES - - - - = -1 = -
NET INCREASE/ (DECREASE) IN CASH HELD 34,715 12,948 12,948 (2,841) 8,000 27,805 103,174
Cashfcash equivalents atbeginning: (2573) 616 616 5,665 616 | 5,665
Cashicash eduivalens atmonth/year end: 32,142 13 564 13,564 13,666 28421 | 108,837

5.3 Expenditure

Through the year, all expenditure items show a negative variance, which indicate
a saving on that specific expenditure item.

Salaries paid to employees (excluding councilors) represent 8% of the actual
expenditure amount for the second quarters. The following table summarizes the
overall financial position on the operating budget in relation to the
Municipality’s approved budget for the 2023/24 financial year. The budget can
be regarded as the operational detailed plan approved by the Council for the
execution of KPA’s in terms of SDBIP. The following challenges had been addressed
in the budget for 2023/24:

(i) low revenue collected for service charges.

(ii) tariff increases not in line with market related inflation rates,
but in line with National Poverty Relief Policy.

(iii) inability of the municipality to raise loans for capital projects.

- - < e e
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TABLE 3: STATEMENT OF INCOME AND EXPENDITURE

NC084 IKheis - Table C4 Monthly Budget Statement - Financial Performance {revenue and expenditure) -

2022123 Budget Year 2023/24
Description Ref | Audited Origlnal Adjusted | Monthly |Yearm Actual]  Ye2™® YTD YTD Full Year
Outcome Budget Budget Actual Budget Variance | Variance Forecast
Rthousands %
IRevenue [

Exchange Revenue 16,002 25514 25,514 1,715 10,010 12,757 (2,747)| -22% 25514
Service charges - Elecricy - - - - - - - -
Servics charges - Waier 3,505 9,115 9,115 448 2,274 4,558 (2,283)| -50% 9,115
Servios charges - Wasie Waer Management 2,443 2913 2913 241 1,497 1,457 4 3% 2913
Service charges - Waste management | 3,416 3,324 3324 343 2150 1,662 488 29% 3,324
Sale of Goods and Rendering of Services 817 1,253 1,253 38 216 627 (410)| -65% 1,253
Agency servicas | 10 378 376 2 91 188 (97)| -52% 376
Interest | - - - - - - - -
Inkerest earned fom Receivables 5,568 5,667 5,667 619 3,619 2834 785 28% 5,667
Inerest earned fom Current and Non Current Assels 35 542 542 8 33 271 (238)| -88% 542
Dividends - - - - - - | - -
Renton Land 15 2 Al 0 1 10 @) -89% 21
Rental fom Fixed Assets 168 1827 1827 19 125 913 (788)| -86% 1827
Licenoe and permits 0 58 58 | - - 29 (20)| -100% 58
Operational Revenue "7 417 47| - 2 208 {206)| -99% 47

Non-Exchange Revenue 44,548 52,820 52,820 | 10,773 31,039 26,310 5630 21% 52,620
Properly rakes 5933 11,212 11,212 42 5,482 5,606 (124) 2% 11,212
Surcharges and Taxes - - - - - - - -
Fines, penaltes and briis - 316 316 - - 158 | (158) -100% 316
Licence and permits - - - - - - - -
Transér and subsidias - Operafional 38,466 39,150 39,150 10,669 26,369 19,575 6,794 35% 39,150
Inferest 4 1478 1478 0 2 739 (737)] -100% 1478
Fue! Levy - - - - - - - -
Operational Revenue - - - - - - - -
Gains on disposal of Assels 145 463 463 81 87 232 (145)| -63% 463
Oter Gains - - - - - - - -

Disconinued Operafions - - - - - - - -

Jlotel R y Sapitaltranefers and 60,640 78,134 78,134 12,488 41,950 30067 | 2883 7% 78,134

Expenditure By Type
Enployes relaked costs 30,424 34735 34,735 2634 15,927 17,387 (1,440)| 8% 34,735
Remunerafon of coundlers 4,600 4634 4634 387 2,421 2317 104 4% 4,634
Buk purchases - slechricily . - - - - - - -
Invenbry consumed 1,701 1,548 1,546 167 988 773 215 28% 1,546
Debtimparment 12 6,288 6,288 - - 3144 (3.144)| -100% 6,288
Daprecialion and amortsalon 6,806 9,569 9,569 - - 4,785 (4.785)] -100% 9,569
Inserast - - - - - - - -
Confrackd services 2,251 5120 5120 268 512 2,560 (2,048)| -80% 5120
Transkrs and subsidies (3,266} 47 47 - - 23 (23)| -100% 47
{rrecoverable debls writen off - - - - - - - -
Operatonal costs 11,609 8,575 8,575 78 1,883 4,287 (2,304)| -54% 8,575
Losses on Disposal of Assets - - - - - - - -
Oter Losses . - - - - - - - . ! -

Total Expenditure 54,236 70,514 10,514 3,534 21,831 | 3525 | (13,425)] -38% 70,514

Surplus/(Deficit) 6,404 1,620 7,620 8,954 20,118 3,811 16,308 0 7,620
Transhrs and subsidies - capiial (monetary allocations) 11,763 21333 21,333 2,750 9,650 10,667 {717} (0) 21,333
Transkrs and subsidies - capital (in-kind) - - -1 - - - - -

Surplus/{Deficit) after capital transfers & contributions 18,167 28,953 26,953 11,704 30,068 14,477 28,953
Incoma Tax fi— - - - - - - - -

Surplus/{Deficit) after income tax 18,167 28,953 28,953 11,704 30,068 14,477 28,953
Share of Surpis/Defcit attributabla to Joint Venture - - - - - - -
Share of Surplug/Deicit afributable to Minorfies - - —. ==t - - - -

Surplus/{Deficit) attributable to municipatity 18,167 28,953 28,953 11,704 30,068 14,477 28,953
Share of Surplus/Decit atributable to Associale - - - - - - -
Intercompany Parent subsidiay ¥ansacions o = = =1 - -1 = -1 =

[Surplus! (Defictt] for the year 18.167 28,953 28953 11,704 ] 30,068 ] 14477 28,953

The above figures are explained in more detail throughout the report.
5.4 Operating Income

The annual budget is approved for “Total Revenue by Source” The year-to-date
reflects an achievement of 7% against the planned revenue.

The actual operating income for each department is below the anticipated budgeted
income for the period of reporting, except for sewerage and sanitation. The
income reflected in these schedules is accrued of levied income against line
with the A-schedule for the quarter under review. Total income on the planned
g——
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A-schedules for the period under review was in line for the quarter, which
include grants, rate payers’ income and service levies. Below find the percentage
of services render for the second quarter this year.

Description

Service charges: Water
Service charges: Sanitation
Service charges: Refuse

Property Rates
Operational Grants

Percentage

50%
3%
29%
22%
35%

As can be seen from the above table, the year-to-date income was R 37,7 million

for levies and grants for the period under review.

The income on property rates is levied at the beginning of the period as well
as monthly. No changes in the registered properties had been considered, because
of the delay in the completion of the valuation roll for 2023,
» MIG allocation to an amount of R 9,9 million was received for the second
quarter of the financial year 2023/2024. For the second quarter an amount

of R 8,694,254 million was spend on all Capital Projects.

Item Budgeted Received % Received |
Equitable Share 35,007,000.00 22,747,000.00 65% '
FMG 3,100,000.00 3,100,000.00 100%
Library 1,043,000.00 521,000.00 50%

TABLE 4: REVENUE BY SOURCE

NC084 !Kheis - Table C4 Monthly Budget Statement - Financial Performance (revenue and expenditure) - M06 December

202223 Budget Year 2023/24
Description Ref | Audited | Oniginal | Adjusted | Monthly I YearlD Y Y0 Full Year
Outcome Budget Budget Actual Budget | Variance | Variance Forecast

R th d. %

Revenue

Exchange Revenue 16,092 25514 25514 1,715 10,010 12,757 2,747) 2% 25,514
Service charges - Eleciricly - - - - - - - -
Service charges - Waler 3,505 9,115 9,115 448 2274 4558 | (2,283) -50% 9,115
Service charges - Wasie Waer Management 2,443 2913 2,913 24 1,497 1,457 4 3% 2913
Service charges - Waske management 3,416 3324 3324 343 2,150 1,662 498 | 29% 3324
Sale of Goods and Rendering of Services 817 1,253 1,253 38 216 627 #10)  -65% 1,253
Agency services 10 376 376 2 91 188 @n| -52% 376
Intrest - - - - - - - -
Inkrest earned from Recsivables 5,568 5,667 5,667 619 3619 2834 785 | 8% 5,667
Inerest earned fom Current and Non Current Assels 35 542 542 6 33 M (238)| -B8% 542
Dividends - - - - - - - -
Renton Land 15 21 A 0 1 10 (9 -89% 21
Renlat from Fixed Assels 168 1,827 1,827 19 125 913 (788)| -86% 1827
Licance and permis 0 56 58 - - 2 (29)| -100% 58
Operafional Revenue 17 17 47 - 2 208 (206)| -9% 47

Non-Exchange Revenue 44,548 52,620 52,620 10,773 31,939 26,310 5630 | 2% 52,620
Property raes 5,933 11212 11,212 42 5,482 5,606 (129)| 2% 1,212
Surcharges and Taxes - - - - - - - -
Fines, penaties and forkits - 316 316 - - 158 (156)| -100% 316
Licence and permis - - - - - - - -
Transkr and subsidies - Operational 38,466 39,150 39,150 10,669 26,369 19,575 6,794 | 35% 39,150
Interest 4 1,478 1,478 0 2 739 (737)| -100% 1,478
Fuel Levy - - - - - - - -
Operational Revenue - - - - - - - -
Gains on disposal of Assets 145 483 463 61 87 | 32 (145)| -63% 463
Oter Gains - - - - - - - -

iDiscontinued Operatons = = = - N - -1 . =

il o) Mg CEATLH ransters and 60640 | 7838|743 12488 41950 39067| 2883| 7% 78,14

e — e . ==
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5.5 Capital Expenditure

The actual capital expenditure is 87% for the second quarters and is less

expected for the financial year.

TABLE 5: CAPITAL EXPENDITURE AND SOURCE OF FINANCE

than

NC084 !Kheis - Table C5 Monthly Budget Statement - Capital Expenditure (

| vote,

tional classification and funding) -

Vote Description

Re!

202223

Audited
Outcome

Original
Budget

Adjusted
Budgst

Budget Year 2023/24

Monthly
Actual

YearTD

1l
YearTD Actual Budget

YO
Variance

YD
Varlance

Full Year
Forecast

[Multi-Year expenditure appropriation
Vole 1 - MUNICIPAL MANAGER
Vole 2 - CORPORATE SERVICE
Vole 3 - FINANCIAL MANAGEMENT SERVICES
Vole 4 - COMMUNITY SERVICES
Vole 5 - TECHNICAL SERVICES
Vole 6 - EXECUTIVE AND COUNCIL
Vok 7 - STRATEGIC PLANNING
Vole 8 - [NAME OF VOTE 8}

Vole 9 - [NAME OF VOTE 9]

Voie 10 - [NAME OF VOTE 10]
Vole 11 - [NAME OF VOTE 11]
Voke 12 - [NAME OF VOTE 12]
Vole 13 - [NAME OF VOTE 13]
Vole 14 - [NAME OF VOTE 14]
Vole 15 - [NAME OF VOTE 15]

Total Capital Multi-year expenditura

Single Year expenditure agpropriation
Vole 1 - MUNICIPAL MANAGER
Vole 2 - CORPORATE SERVICE
Voke 3 - FINANCIAL MANAGEMENT SERVICES
Voke 4 - COMMUNITY SERVICES
Vole 5 - TECHNICAL SERVICES
Voke 6 - EXECUTIVE AND COUNGIL
Vole 7 - STRATEGIC PLANNING
Voke 8 - [NAME OF VOTE 8]
Vol 9 - NAME OF VOTE 9]
Vole 10 - [NAME OF VOTE 10]
Vole 11 - [NAME OF VOTE 11]
Vole 12 - [NAME OF VOTE 12]
Vole 13 - [NAME OF VOTE 3]
Vol 14 - [NAME OF VOTE 14]
Voke 15 - [NAME OF VOTE 15]

IS

21,331

21334

8,471

2741

(2,195)

-21%

(2,195)

-21%

21,331

21,331

12,533

-21%

Governance and administration
Execuiive and councl
Finance and administafon
Infernal audit
Community and public safety
Community and social services
Sportand recreafion
Public safely
Housing
Health
Economic and environmental services
Planning and developmenl
Road ransport
Environmeniel prokecton
Trading services
Energy sources
Water management
Wask water management
Waste management
Other

304

304

2,088

2,088
17

(417)

10,559

1,934

8,824

21,331

9,450

11,881

21,331

9,450

11,881

10,885

- 4,728

5,840

(2,185)

(4,725)

2,530

21%

-100%

43%

21,33

9,450

11,881

Tote) Capital Expenditure - Functional ClassHication

12,533

21,331

21,331

Funded by:
Nabonal Government
Provincial Government
Disrict Municipality
Transfers and subsidies - capital (monetary alocafions) (Nat/ Prov Deparim Agendies,
Households, Non-proft Inskiutions, Private Enterprises, Public Corporatons, Higher Educ
Insfuions)

Transfers recognised - capital

Barrowing

Intemally generated funde

11,683

21,331

10,865

(2.195)

-21%

21,331

10,665

(2,185)

-21%

8

24,331

(2,195)

-21%

21,331

21,331

{Totat Capital Funding

7

21,331

12,195

-21%

21,331
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5.6 Operating Expenditure

The following table shows the actual operating expenditure for each source code
against that planned SDBIP for the year to date of 2023/24 financial year.

TABLE 6: OPERATING EXPENDITURE BY SOURCE

NCO084 |Kheis - Table C4 Monthly Budget Statement - Financial Performance (revenue and expenditure) - M06 December

2022/23 Budget Year 2023/24
Description Ref | Audited | Original | Adjusted | Monthly | YearTD | YearTD | YTD YTD Full Year
QOutcome | Budget | Budget Actual | Actual | Budget | Variance Variance | Forecast
R thousands - %
Expenditure By Type
Employee related costs 30,424 34735 | 34735 2,634 15927 | 17,367 | (1.440) 8% 34,735
Remuneration of councillors 4,600 4,634 4,634 387 2421 2,317 104 4% 4,634
Bulk purchases - electricity - - - - - - - -
Inventory consumed 1,939 1,546 I 1,546 167 988 | 773 215 28% 1,546
Debt impaiment 112 6,288 6,268 - - 3,144 (3,144) -100% | 6.288
Depreciation and amortisation 6,806 9,568 9,569 - - 4785 (4,785) -100% | 9,569
Interest - - - - - - - -
Contracted services 2,240 5,120 5,120 268 512 2,560 (2,048) 80% | 5120
Transfers and subsidies (3,266) 47 47 - - 23 (23) -100% | 47
Irrecoverable debts written off - - - - - - - -
Operational costs 11,518 8575 8,575 78 1,983 4,287 (2,304) 54% | 8,575
Losses on Disposal of Assets - - | - - - - - -
Other Losses - - | ~ - - - - - i
Total Expenditure 54,372 70514 70,514 3,534 21,831 35,256 (13,425) -38% 70,514 |

Expenditure by type is way out of line in terms of SA 3@ of the adopted A-
Schedules budget for 2023/24. The contributing factor is the slow collection
rate and cash flow challenges that the municipality had been facing over the
past three financial years. The municipality did not spend any money on
depreciation and assets impairment, because the system is running an update at
the end of the financial year. In terms of transfers and grants, the municipality
has a low expenditure rate because of low indigent registration. Finance
department is currently busy with the registration of indigents in the respective
wards.

5.7 Personnel Expenses

In terms of Section 66 of the MFMA, all expenditure that the Municipality
incurred on staff salaries, wages, allowances and benefits must be reported to
the Council.

The following table indicates the personnel expenses per Department.

e e —
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TABLE 7: PERSONNEL EXPENDITURE PER DEPARTMENT

[NC084 'Kheis - Table C3 Monthly Budget Statement - Financial Performance (revenue and expenditure by municipal vote) -

Vote Description 2022423 Budget Year 2023/24

Audited Original | Adjusted Monthly YearlD | YTD YTD
Ref Outcome Budget Budget Actual fearTD. Actug) Budget Varlance | Variance

R thousands %

Full Year
Forecast

Revenue by Vote 1
Vote 1 - MUNICIPAL MANAGER - - - - - - -
Voie 2 - CORPORATE SERVICE - - - - - - .
Vole 3 - FINANCIAL MANAGEMENT SERVICES 66,463 98,424 | 98,424 15,238 48,668 49,212 (544)| -1.1%
Vote 4 - COMMUNITY SERVICES 1147 1,043 1.043 - 522 521 0| 00%
Vole § - TECHNICAL SERVICES 4,7% - - - 2,710 - 2o
Vois 6 - EXECUTIVE AND COUNCIL - - - - - - _
Vot 7 - STRATEGIC PLANNING - - - - - - | =
Voie 8 - [NAME OF VOTE 8] - - - - - - -
Voie 9 - [NAME OF VOTE 9] - - - - - - -
Voie 10 - [NAME OF VOTE 10] - - - - - -
Voie 11 - [NAME OF VOTE 11) - - - - - - -
Vote 12 - [NAME OF VOTE 12) - - - - - - -
Voie 13 - [NAME OF VOTE 13] - - - - -
Vote 14 - [NAME OF VOTE 14] - - - - - - -
Vole 15 - [NAME OF VOTE 15| - - | - - - = -

Tatal Revenue by Vote 2 72,403 99,467 | 99,467 15,238 §1,900 49,733 2,166 4.4%

|Expenditure by Vote 1 |
Vot 1- MUNICIPAL MANAGER 984 3457 3,457 67 436 1,729 (1,203)| -74.8%
Vote 2- CORPORATE SERVICE 5,289 8217 8,217 469 2,567 4,108 (1,542)| -37.5%
Vote 3- FINANCIAL MANAGEMENT SERVICES 9,099 21,404 21,404 939 5372 10,702 (5,330)| -49.8%
Vots 4 - COMMUNITY SERVICES 10,498 4,785 4,785 425 2842 2,392 250 | 104%
Vote § - TECHNICAL SERVICES 20,781 23,666 23,666 1,114 7,728 11,833 4,104)| -34.7%
Vot 6 - EXECUTIVE AND COUNCIL 6,986 8,034 8,034 451 2,747 4,017 (1,270)| -31.6%
Vote 7 - STRATEGIC PLANNING - - - - - - -

Vots 8 - [NAME OF VOTE 8] - - - - - - -
Vote 9- [NAME OF VOTE 9] - - - - - - -
Vote 10 - [NAME OF VOTE 10} - - - - - - -
Vote 11 - [NAME OF VOTE 11} - - - - - - -
Vate 12 - [NAME OF VOTE 12] - - - - - - -
Vote 13 - [NAME OF VOTE 13] - - - - -

Vote 14 - [NAME OF VOTE 14] - - - - - - "
Vot 15 - INAME OF VOTE 15] - - - - - - -

»

Total Expenditure by Vote
Surplus/ (Deficit) for the year

18,767 29,903 | 29,903 11,774 30,407 14952 15455 | 103.4%

X

53,637 69,564 | 69,564 3,464 | 21,492 34781 | [13,289)] -38.2%

To measure the actual expenditure against the annual budget it must be in line
with the projected expenditure for the quarter in review. This second quarter
forecast is based on projected expenditure in accordance with the SA 26 of the
A-schedules for the full financial year.

5.8 Debtors age analysis

The debtors by income source outstanding on 31 December 2023 were R 141,9
million. The challengeon the collection of outstanding debtors remains one of
the main concerns for the municipality. The valuation roll had been reconciled
with the age analysis to determine the existence of services rendered to property
owners. A property rates register was compiled for better verification of
registered properties with the deeds office in the beginning of the financial
year. An updated reconciliation between the valuation rolls and the SAMRAS
system had been performed to determine the correctness and completeness of the
valuation roll. All income policies have been reviewed.

The following issues will be addressed that will contribute towards the increase
in the revenue collection for property rates:

» Valuation certificates: will be issued once every property had been add
onto the valuation roll.

ﬂ
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» The issue of clearance certificates contributes greatly towards the
income, because transfer of property depends on the issue of a property

clearance certificate; and

» Incorrect client data on the SAMRAS system had been corrected with the

financial systenm.

» Revenue enhancement strategy and all revenue related policy’s must be
reviewed and communicated with council and public.
> Provincial Treasury assisted the municipality relating to market related

tariffs.

Variance and exception reports on all debtors’ control accounts are monthly
Journals are
regularly processed to individual’s debtor’s accounts to correct any error that

reviewed and followed up by the assistant accountant income.

might result from the exception report.

TABLE 8: DEBTORS AGE ANALYSIS BY DAYS

AD: AGE ANALYSIS OF DEBTORS (Al values in Rand)
Save File s : Mincde AD coyy M XLS (. GT411 AD_2005 M)

Change Year End ccyy) I Financial Year End (e.g: 2005 for year 2004/2005) and Moot End {Mn) b Acive Month (M01=Juy.. 2= June){e.g: M0)

Change Mucde to your own muricinal code (8., GT411)
To'Save File press the fobowing keys 2t the same ime wih CapsLock of: O Shit S

Yex Mnh

Bd  End Dcdal
Debirs Age Analysis By Income Source
Trade and Ofher Receivebles from Exchange Transaclions - Wae
Trade and Other Reseivables from Exchange Transarkons - Eeckicly
Receivabis from Nor-exchange Transacions - Property Rates
Receivaties from Exchange Transactions - Waske Weler Management
Receivables from Exchange Transactions - Waske Nanagenent
Reeivabies from Exchange Transaclions - Property Renl Debirs
Inierest on Arrear Debior Accounls
Recoveratie unautorised, imequiar or fruitess and wasefl Expendiire
Oiher
Total By Income Source
Deblovs Age Analysis By Customer Group
Qrgens of Sk
Comercial
Households
(ther
Tota By Qushomer Group

Dy

§3%,4%
0

197,28

510,55
8
0

9319

0
1
T3

550
181,581
738,883

434,36

134

i
80 Days

416,121
0

B8
X680
BB
0

17,50

0

L
1173483

n
8116
5152
738,886
1173483

fi-
90 Days

38585
0

{283
0483
{363
0

75586

0

@
1,188,504

B
76,5
RV
6482
1,188,504

-
12 Dags

53
0
36078
ki)
6841
0

Q48

0

#9n
48138

847
561,268
638,968

37682
481380

i2-
150 Days

ki
0

0
it
4140
0

41670

0

#8972
1177882

k4
60251
45,363
671,923
1177882

-
180 Days

1,107
0
318
21358
2042
0
.40
0
4013
93,177

b
73052
34,301
510,58
91

181 Days -
1Year

1,697,184
0
210,984
1304580
1,805
0
R
0
ket
5675124

1974
3084
2184111
31196
5,675,124

Ot 1
Year

02987

0
19,545,976
15714416
251349

0
200804

0
12116587
127,126,669

351652
1106621
38114921
81573476
127,726,669

30,011,888

0
21616618
18,875,389
27,0859%

0
3252063

0
11,736,7%0
14191803

383,088
8,783,390
H2578
86,506,632
141,018.903

E——————— e ———
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TABLE 9: DEBTORS RECONCILIATION ON 31 December 2023

-“
-.,,“Qw'\q,.gl'.-‘
- * Nt mes"d s
- - ¢ & -
- ¢y~ o
wte - -’ o oW
- — il
- -

Munisipaliteit
Munmnicipality
IKHEIS MUNICIPALITY
DEBTORS RECONCILIATION FOR DEC 2023
- - CLOSING
OPENING BALANCE - | /6 yppENT BALANCE -DEC | AGE ANALYSIS DIFFERENCE
JuLy 2023
- 2023
BELASTING/RATES R 17,783,373.53] R 3,654,231.79 R 21,437,605.32 R 21,679,399.77 K-241,794.45
GRONDVERKOPE/VOORSKOTTE/HUUR R 4,212.69| R 0.00 R4,212.69 R 0.00 R 4,212.69
WATER R 34,088,080.73 R 3,294,048.83 R 37,382,129.56 R 37,078,677.21 R 303,452.35
DIVERSE/SUNDRY SERVICES R 1,861,240.93| R 0.00 R1,861,240.93 R 884,361.60 R 976,879.33
VULLIS/REFUSE R 30,694,760.06) R 3,102,446.85 R 33,797,206.91 R 32,521,087.14 R1,276,119.77
RIOOL/SEWER R 21,109,111.32 R 2,204,468.11 R23,313,579.43]  R22,5591,128.15 R 72245128
ONGEALLOKEER/UNALLOCATED R 2,520,749.00 R 98,282.90 R 2,619,031.90 R -1,039,373.31 R 3,658,505.21
OU SKULD/OLD DEBT R 51033341 R 0.00 R 510,333.41 R14,280,516.52 R-13,770,183.11
ADMIN R 3,484,108.44 R 96,009.44] R 3,580,117.88 R 3,596,354.00 R-16,236.12
DEERNIS/MASAKANE/ARMLASTIG R 160,003.72 R 0.00 R 160,003.72| R 165,987.64 R-5,983.92
BTW/VAT R 16,437 442.39 R 798,519.33 R17,235,961.72| R 10,160,864.04 R 7,075,097.68
R 128,653416.22 R 13,248,007.25 R 141,901,423.47 R141,918,902.76 R-17,479.29,
TRUE R 141,901,423.47
R0.00 BS-Q345K
BELASTING/RATES R 21,679,399.77
GRONDVERKOTE/VOORSKOTTE/HUUR R 0.00
WATER R 37,078,677.21
DIVERSE/SUNDRY SERVICES R 884,361.60
VULLIS/REFUSE R 32,521,087.14
RIOOI/SEWER R 22,591,128.15
ONGEALLOKEER/UNALLOCATED R -1,039,473.31
OU SKULD/OLD DEBT R 14,280,516.52
ADMIN R 3,596,354.00
DEERNIS/MASAKANE/ARMLASTIG R 165,987.64
BTW/VAT R10,160,864.04
T R141,918,902.76
Age Analysis " R141,918,902.76
GL R 141,901423.47
Diff R -17479.29
Journals after Year end
Nett difference R-17479.29
31/12/2023
PREPARED BY: V BRUMMER DATE
31/12/2023
CHECKED BY: W. WEILBACH DATE
31/12/2023
APPROVED BY: D. BLOCK DATE

Explanation of Differences in reconciliations:

¢ Unallocated:

debtors’

The unallocated amount

represents credit balances for
payments made by debtors. The SAMRAS system is supposed to credit the

accounts when the monthly levies are processed,

but these

balances had been growing since 1 July 2015. All reconciliation balances
are cleared at the end of the financial year.

—_—— -,
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e Masakhane: The subsidy for indigents on the income and expenditure vote
had been processed to the various indigent accounts monthly. The first
leg of the transaction is being processed to the control account which
results in the clearing of the suspense account.

e VAT: The result of the two control accounts that do not square contribute
to the balance of the VAT account that does not reconcile with the age
analysis.

5.9 Conditional Grants and Subsidies

Only R 33,7 mill of the budgeted amount of R 44,8 million had been received at
the end of the second quarter.

The municipality is striving to ensure that all investment accounts are properly
managed. The income accountant will ensure that all grants recelved be
immediately transfer to the various investment accounts. When payment is being
made, the accountant expenditure should make sure that the correct amount is
being transferred to make payments on projects.

TABLE 10: CONDITIONAL GRANTS AND SUBSIDIES
NC084 IKheis - Supporting Table SC6 Monthly Budget Statement - fransfers and grant receipts -

2022/23 Budget Year 2023/24
Description Ref | Audited | Original | Adjusted | Monthly | YearTD | YearTD | YTD YTD | Full Year
Outcome | Budget | Budget Actual | Actual | Budget | Variance | Variance | Forecast

R thousands %

RECEIPTS: 1,2

Operating Transfers and Grants |
National Government: | (365) 3,100 3,100 - - 1,550 (1,550) -100.0% | 3,100

Operational Revenue.General |
Revenue:Equitable Share - - - - - - - -
Operational:Revenue:General |
Revenue:Fuel Levy 3 |- - - - - - - -
Expanded Public Works Programme
Integrated Grant for Municipalities [Schedule 5B] (365) - - - - - - -
Local Government Financial Management -100.0%
Grant [Schedule 58] - 3,100 3,100 - - 1,550 (1,550) 3,100
-100.0%
Provincial Government: - 1,043 1,043 - - 521 (521) 1,043
-100.0%
LIBRARY SPORT AND RECREATION - 1,043 1,043 - - 521 (521) 1,043
District Municipality: - - - - - - - -
Other grant providers: o - - - - - - - -
Total Operating Transfers and Grants | g0
perating 5 |(35) | 4143 | 4143 - - 201 | @om) 4143

Capital Transfers and Grants

National Govemment: 420 21,331 21,33 - - 10,665 | (10,665) -100.0% | 21,331
Municipal Infrastructure Grant [Schedule | -100.0%

58] 1,208 11,881 11,881 - - 5,940 (5,940) 11,881
Water Services Infrastructure Grant -100.0%

[Schedule 58] (788) | 9450 9450 - - 4725 | (4,725) 9.450
Provincial Government: - - - - - - - -
District Municipality: - - - - - - - -
Other grant providers: - - - - - - - -

| -100.0%

Total Capital Transfers and Grants 5 | 420 21,331 21,331 - - 10,665 | (10,665) 21,331

TOTAL RECEIPTS OF TRANSFERS & | -100.0%

GRANTS 5 |55 25474 25,474 - - 12737 | (12737) 25474

-_— e -
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5.10 Age Creditors

The outstanding creditors as on 31 December 2023 amounts up to R 36,9 mill.
However, the biggest single outstanding creditors’ amount can be attributed to
our top ten creditors of R 3@ mill. The municipality is striving to pay all
creditors within 3@ days, as being required by the MFMA, but because of the slow
debtor’s collection, the municipality must rely 75% on grants for commitments.
The outstanding amount of the Auditor General and the practical implementation
of the Audit Act remains the biggest challenge for the municipality.

TABLE 11: CREDITORS AGE ANALYSIS

CREDITORS AGE ANALYSIS FOR DEC 2023

0- i1- 61- 91- 121- 151-| 181 Dgys- Over Totsl
Detsil Current 30Dsys|  60Days| 90 Deys| 120 Days| 150 Days| 180 Deys 1 Year Year
Bulk Electricity
Bulk Water 129.265.05 129265 23189\ 229044 226227 219218 6,559,628 7,724,543
PAYE deductions 443,742 45,742
VAT (output less input) 0
Pensions / Refirement deductions 387,637 387,637
Loan repayments [
Trade Creditors 13422284 307,483 602202 1,118238) 548415 2,326,067 336,608 14,453,496 19,826,732
Auditor General 1608344 1167574 154342 67,019 38,189 69,278 5,207,402 §422,147
Other 139,909.10 ‘ 139,909
Tote! 123477629 | 2,045,092) 2,001,671 1,501,624} 341,661\ 2,603,474) 6,965,514 19,750,898 -| 36944711

5.11 Borrowings

The municipality does not have any borrowings.

6. CONCLUSION

Even though the actual expenditure against estimates based on the second quarter
is tail far from the targets set during the budget process, actual figures show
that the municipality is in a serious financial battle. The actual recovery on
billings against estimates is a serious concern. Provincial Treasury conducted
various trainings on the MMC and FMCMM programmes through various University
and National Treasury. Treasury is also offering continuous guidance on the
crucial data strings, section 71 and C-schedule reports.
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MAYOR’S QUALITY CERTIFICATION

)~

|, Rolf V Christie, Mayor of! Kheis Municipality, hereby
certify that:

quarterly report on the implementation of the budget and financial
state of affairs of the municipality

quarterly budget statement

mid-year budget and performance assessment

For the first quarter ended 31 December 2023 of the
2023/2024 has been prepared in accordance with the
Local Government: Municipal Finance Management Act

and regulations made under the Act.

{ .
.\I | ~
AJ

Cllir RV Christie
Mayor of! Kheis Municipality [NC084]

31 December 2023
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