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GLOSSARY 

 

Adjustments budget: Prescribed in section 28 of the MFMA. The formal means by which a 

municipality may revise its annual budget during the year. 

Allocations: Money received from Provincial or National Government or other municipalities. 

Capital expenditure: Spending on assets such as land, buildings and machinery. Any capital 

ŜȄǇŜƴŘƛǘǳǊŜ Ƴǳǎǘ ōŜ ǊŜŦƭŜŎǘŜŘ ŀǎ ŀƴ ŀǎǎŜǘ ƻƴ ǘƘŜ aǳƴƛŎƛǇŀƭƛǘȅΩǎ ōŀƭŀƴŎŜ ǎƘŜŜǘ 

Cash flow statement: A statement showing when actual cash will be received and spent by the 

Municipality. Cash payments do not always coincide with budgeted expenditure timings. For 

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

month it is received, even though it may not be paid in the same period. 

Division of Revenue Act (DORA): Annual legislation that shows the total allocations made by 

national to provincial and local government. 

Equitable share: A general grant paid to municipalities. It is predominantly targeted to help 

with free basic services. 

Local Government: Municipal Finance Management Act (56/2003): Municipal budget and 

reporting regulations. 

Local Government: Municipal Finance Management Act (56/2003): The principle piece of 

legislation relating to municipal financial management.  

Medium Term Revenue and Expenditure Framework (MTREF): A medium term financial plan, 

usually 3 years, based on a fixed first year and indicative further two years budget allocations. 

Operating expenditure: Spending on the day to day expenses of the Municipality such as 

salaries and wages. 

Rates: Local Government tax based on the assessed value of a property. To determine the rates 

payable, the assessed rateable value is multiplied by the rate in the rand. 

Service Delivery and Budget Implementation Plan (SDBIP): A detailed plan comprising 

quarterly performance targets and monthly budget estimates. 

Vote ς One of the main segments into which a budget is divided. 
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CHAPTER 1   
INTRODUCTION 

 

1. Purpose 

¶ To revise an approved budget through an adjustment budget. 

¶ An adjustment budget must adjust the revenue expenditure estimates downwards if 

there is a material under-collection of revenue during the current year. 

¶ An adjustment budget must be in a prescribed form. 

¶ Only the mayor may table an adjustment budget in the municipal council 

¶ When adjustment budget is tabled, it must be accompanied by- 

o An explanation how the adjustment affects the annual budget. 

o Motivation of any material changes to the annual budget. 

o An explanation of the impact of any increased spending on the annual budget 

and the annual budget for the next two financial years. 

2. Legal Requirements 

Section 72 of the MFMA state that the accounting officer of the municipality must by 25 January 

of each year- 

Assess the performance of the municipality during the first half of the financial year, taking into 

account- 

¶ The monthly statement referred to in section 71 for the first half of the year. 

¶ ¢ƘŜ ƳǳƴƛŎƛǇŀƭƛǘȅΩǎ ǎŜǊǾƛŎŜ ŘŜƭƛǾery performance during the first half of the financial year, 

and the service delivery target. 

¶ ¢ƘŜ Ǉŀǎǘ ȅŜŀǊΩǎ ŀƴƴǳŀƭ ǊŜǇƻǊǘΣ ŀƴŘ ǇǊƻƎǊŜǎǎ ƻƴ ǊŜǎƻƭǾƛƴƎ ǇǊƻōƭŜƳǎ ƛŘŜƴǘƛŦƛŜŘ ƛƴ ǘƘŜ 

annual report. 

Submit the report on such assessment to ς 

¶ The mayor of the municipality 

¶ The national treasury; and  

¶ Provincial treasury. 

Regulation 33 of the MFMA state that the mid-year budget and performance assessment must 

be in the format specified in schedule C and include all the required tables, charts and 

explanatory information. 

Regulation 34 of the MFMA further state that within five working days of the 25 January each 

year the municipal manager must make the mid-year budget and performance assessment 

public by placing it on the municipal website 
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CHAPTER 2   
a!¸hwΩ{ Chw9²hw5  

 

1. Introduction 

Dikgatlong local municipality has concluded the 2018/19 audit and the municipality was 

disclaimed by the auditor general. The audit action plan needs to be in place to address the 

shortcomings encountered or identified by the auditor general. 

Dikgatlong Local Municipality compiles the section 71 monthly reports in the prescribed format 

as per the Municipal Budget and Reporting Regulations. The format consists of seven financial 

statements and thirteen tables consisting of supporting documentations. 

Currently the linking services project in Debeershooghte and the refurbishment of sewer pumps 

are not budgeted for in the 2019/20 approved budget. The provision for such two projects 

needs to be provided for in the adjustment budget and the funding would be from the municipal 

coffers. The municipality had requested a rollover amounting to R3.3 million to national 

treasury in 2019 financial year and subsequent to that the national treasury rejected the 

request based on the following issues: 

V The municipality had a deficit balance of (R290,000.000) in the statement of financial 

position. 

V [ŀǘŜ ǎǳōƳƛǎǎƛƻƴ ƻŦ ǎŜŎǘƛƻƴ тмΩǎ ƻƴ ŀ ƳƻƴǘƘƭȅ ōŀǎƛǎΦ 

The municipality is currently paying the contractor for the refurbishment of pump station and 

water project from the municipal infrastructure grant vote and the correction would be made 

during the adjustment budget. 

Other projects such as Roads and Storm in Stillwater, Oxidation ponds in Windsorton and 

Electrification project in Delpoortshoop are funded. 

Implementation of the Financial Recovery Plan 

The municipality is currently under serious financial problems as stated in the MFMA S138 and 

that the municipal council has adopted the implementation of financial recovery plan for the 

18/19 and 19/20 financial year. 

The council has resolved that consultation with the community be held regularly regarding the 

progress on implementing the FRP. 

FRP report need to be sent to PT and NT on a monthly basis. 

¢ƻƎŜǘƘŜǊ ǿŜ Ŏŀƴ ƳŀƪŜ ƛǘ ά{ŜŘƛƪǿŀ ƪŜ Nja-Pedi ga ǎŜ ǘƘŀǘŀέΦ 

 

CLLR D D MBIZENI 

MAYOR 
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CHAPTER 3  
FINANCIAL PERFORMANCE 

 

All variances are calculated against the approved budget figures. 

1. Statement of Financial Performance 

Municipal Finance Management Act (S72 for the period ending 31 December 2019). 

NC092 Dikgatlong - Table C4 Monthly Budget Statement - Financial Performance (revenue 

and expenditure) M1ς M06 (2019/2020 FY).       

  

 

Description Budgeted 
amount 

Adjusted 
budget 

Monthly 
Actuals 

YTD 
Actual 

YTD 
Budget 

YTD 
Variance 

YTD 
Variance 
%  

Thousands Thousands Thousands Thousand
s 

Thousand
s 

Thousand
s 

% 

Revenue R 199,847 R 188,688 R 33,247 R 133,243 R 98,064 R 35,179 135.87% 

Expenditure (R196,335) (R188,521) (R12,633) (R62,203) (R96,865) (R34,662) -55.72% 
Surplus/Deficit R 3,512 R167 R 20,614 R 71,040 R 1,199 R 49,274 80.15% 

 
 

The above figures depict the performance movement of revenue and expenditure from July 

2019 to December 2019 for the financial year 2019/20. 

2. Revenue  

From July to December 2019, the municipality received equitable share amounting to R60,154 

million of the R85,055 million. National Treasury cut an amount of R3,6 million from the 

equitable share. The reason for the cutting the equitable share is an amount of R3.3 million of 

the Water Services Infrastructure Grant that the municipality requested to roll it over to 

2019/20 financial year. 

The municipality received an amount of R1,500,000.00 in November 2019 as lump sum and only 

R861,264.00 was transferred to revenue. A balance of R638,736.00 is unspent as at December 

2019. 

Municipality also received an amount of R11,500,000.00 and R4000,000.00 in July and 

December 2019 respectively and only R15,925,857.54 has already been spent on the project, 

both roads and storm water in Stillwater and Oxidation Ponds in Windsorton project as they 

are funded from the MIG. 

The municipality did not receive any allocation from national treasury for bulk water and 

refurbishment of sewer pump stations in Debeershoogte however the payment for these 

projects would be from the municipal own funding. 
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The provision amounting to R8,697,612 million for both projects have been made in the 

2019/20 adjustment budget. Few invoices amounting to R3,711,909 million have been paid to 

both the contractor and the supplier of the material. 

EPWP grant had already been received in two tranches in August and November 2019. The 

spending is in line with the allocation of R1,000,000.00. 

Financial management grant expenditure is also within the budgeted parameters as per the 

plan submitted to treasury and the municipality has already received R2,880,000.00 however 

few corrections or adjustment need to be performed after the adjustment budget have been 

imported onto the system (FMS). 

Same as sports, arts and culture grant, few corrections or adjustment need to be performed to 

align the spending with the approved plan. Department approved an amount of R1,020,000.00. 

Service charges revenue is still a challenge pertaining to revenue collection. Currently, for 

everyone rand billed, municipality collect only 26% on every R1. 

Alone, the revenue from service charges are inadequate to fund the operational expenditure 

and also to repay its suppliers such as Eskom and Sedibeng/Vaalharts. 

 

 

 

 

 

July August September October November December YTD Billing Approved Budget% Performance

Water 1 518 856.88      1 512 527.55       1 610 602.88       1 859 171.18       1 809 404.69       1 913 787.06       10 224 350.24       20 035 068.00       51.03%

Electricity 2 472 366.97      2 216 356.07       2 420 578.32       1 939 708.57       2 119 362.07         2 118 625.57         13 286 997.57       26 498 426.00       50.14%

Rates 878 932.88         700 269.78         769 000.32         696 502.03         690 093.36            665 761.46            4 400 559.83         28 982 339.00       15.18%

Refuse 837 971.65         838 776.82         843 212.07         835 821.65         853 895.91            1 085 202.47         5 294 880.57         9 658 511.00         54.82%

Sanitation 327 209.01         261 359.96         296 157.25         268 641.56         235 484.00            236 980.68            1 625 832.46         2 985 899.00         54.45%

Total 6 035 337.39      5 529 290.18       5 939 550.84       5 599 844.99       5 708 240.03         6 020 357.24         34 832 620.67       88 160 243.00       39.51%

Billing
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The tables above depict the billing vs actual cash collected for the first half of the year and it is 

evident that the municipality, based on the average collection rate of 44% the municipality is 

performing with the required norm standard. 

Accounts statements are distributed to the consumers on monthly basis as per the policy. 

July August September October November December Total cash vs billing

Water 15.96% 18.88% 12.12% 14.12% 13.46% 12.02% 14%

Electricity 99.50% 81.87% 74.84% 89.23% 88.21% 73.45% 85%

Rates 21.80% 85.15% 33.24% 18.64% 27.80% 33.75% 36%

Refuse 10.87% 16.32% 12.03% 14.82% 13.96% 8.87% 13%

Sanitation 11.35% 23.25% 12.30% 12.58% 16.31% 9.68% 14%

Monthly 

collection 

rate

50% 52% 40% 41% 43% 35%
44%

Average 

collection 44%

Monthly collection rate
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¢ƘŜ ŎŀǎƘ ƛƴŦƭƻǿ ƻŦ ǘƘŜ ǎŜǊǾƛŎŜ ǊŜƴŘŜǊŜŘΣ ƛǎ ǊŜŎŜƛǾŜŘ ōŀǎŜŘ ƻƴ ǘƘŜ ŎƻƴǎǳƳŜǊǎ ΨǇŀȅƳŜƴǘ ǇŀǘǘŜǊƴΦ 

All services include basic charge and consumption charge for the month. Basic charge is the 

municipal infrastructure used to connect the water, sewerage and electricity network to the 

households however the consumption is the water and electricity (conventional not pre-paid) 

used during the month. 

Electricity. 

Electricity comprises of pre-paid and conventional electricity meter boxes. The municipality 

generate more revenue in pre-paid electricity meter boxes sold at the municipal pay point and 

the electricity vendor (Cigicell company). 

The municipality achieved (R13,2 million) or 50,14% performance on electricity against the 

budgeted amount of R26 million. 

Actual collection on billed electricity is at 84,62% for every R1 rand billed (pre-paid inclusive). 

Water 

In terms of the approved budget, the municipality has performed exceptionally very well by 

achieving 51.03% of the billed service against the budget. 

¢ƘŜ ŎŀǎƘ ŎƻƭƭŜŎǘƛƻƴ ǊŀǘŜ ƛǎ ŀǘ мпΣнт҈ ŀƴŘ ōŜƭƻǿ ǘƘŜ άǘƘŜƻǊŜǘƛŎŀƭ άǊŜǉǳƛǊŜŘ ƴƻǊƳ ǎǘŀƴŘŀǊŘ ƻŦ пр-

50% for the first half of the year.  

The policy make provision for implementing measures that would assist in accelerating the 

collection rate by restricting of cross subsidising the other services with the payment received 

from the consumer for other service. E.g , if the consumer  buy pre-paid electricity of R20 

rand, the policy allows the municipality to deduct portion of the amount to be subsidised to 

outstanding services. 

No adjustment is required however the collection rate need to be accelerated. 

Rates 

Property rates is the revenue leviŜŘ ƻƴ ŀƭƭ ƘƻǳǎŜƘƻƭŘǎΩ ǇǊƻǇŜǊǘƛŜǎ ŀƴŘ ƛǎ ǊŜƎŀǊŘŜŘ ŀǎ ƴƻƴ-

exchange transaction from customers. 

At the beginning of each financial year, rates are capitalised and split amongst twelve months 

period. 

The municipality makes arrangements with farmers for period payment options. 

 

To date, rates performed 15,18% against the approved budget. 

Actual cash collected is 36,13% of the total property rates billed transactions for the first half 

of the year. 

The municipality need to ensure that the uploaded valuation roll into the financial system is as 

accurate as possible to ensure that the debtors Masterfile is accurately accounted for in the 

master file. 
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Property rates need to be adjusted downward by 43% from the original budget. 

Refuse 

Refuse is the collection of rubbiǎƘ ƛƴ ŀƭƭ ƳǳƴƛŎƛǇŀƭ ǇǊƻǇŜǊǘƛŜǎ ŀƴŘ ƘƻǳǎŜƘƻƭŘǎΩ ǊŜǎƛŘŜƴǘƛŀƭ ŀǊŜŀǎΦ 

A collection plan needs to be drafted to ensure that refuse service is maintained as plan.  

Refuse collection is part of exchange transaction that the municipality depend on its revenue 

to operate efficiently. Poor refuse collection is a result of poor revenue collection in terms of 

the refuse service and to date the municipality was able to bill 54.82% against the approved 

budget. 

The matter still remains that poor collection for each and every service is a concern. 

Only 12,63% of the billed refuse revenue was collected. Most of the actual cash collected from 

refuse is derived from ward 2. 

Collection of refuse ceases only when there is a vehicle breakdown. 

Sanitation 

Sanitation is the provision of sewerage network to households and there are two different types 

of sewerage network, namely- 

¶ Sceptic tanks 

¶ Manholes netwok 

Sceptic tank is the service given to the consumer when a call has been logged through the call 

centre of the reception. 

The service is a cash-based transaction and is paid at the cashier then the customer retains the 

proof of payment. 

Manholes services is the sewerage network that conveys all the waste water to the sewerage 

pump station and subsequently to the waste water treatment plant. 

Customers are billed on a monthly basis and the payment of accounts are expected in full 

thereof. 

Combining the two services, the municipality was able to perform 54,45% against the budget 

and only 14,11% was collected against the billed revenue. 

On average the municipality billed 42,45% in all major service charges and collected 13% 

respectively. 

In a nutshell the above services charges need to breakeven with all the operational 

expenditures to ensure a funded budget and this would exclude other revenue such as 

(clearance certificate, building plans, rental income etc). 

Equitable share 

Equitable share is the unconditional grants that subsidise the municipality in effectively and 

efficiently discharging its mandate. 
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One of the mandates is to subsidise indigent households in all the municipal services depending 

on whether the individual meet the basic requirement of the indigent policy. 

Major concern is that to date, the rebate on indigents is below the formulated amount 

determined by national treasury. 

Only R93,000.00 was spent on registered indigent. 

There is a possibility, that national treasury would cut the allocation of the equitable share 

based on the monthly rebate expenditure. 

Interest on investment 

Interest on investment is the amounts derived from the grants received and subsequent to the 

receipt, the municipality deposit such amount in a separate municipal investment bank 

account. 

Currently, the municipality has got four investments accounts that it normally generates 

interest on those amounts if there is still sufficient bank balance. 

The investment is liquid, meaning it can be utilised at any given time in payment of capital 

project. 

The municipality was able to accumulate R312,117 from the invested amounts. 

Outstanding debtors 

Interest on area accounts is the outstanding amounts calculated by a certain interest rate that 

is calculated by the system. 

Interest in area accounts starts with 30-60 ageing and going forward to more than 120 days. 

Interest charged on outstanding accounts amounted to R18,313,431 and performed 74,48% 

against the budget however the municipality collected only R15,789.00 or 0% against the 

interest charged. 

Rental income 

Municipality (lessor) has entered into a lease agreement with tenants (lessee) to occupy the 

municipal property with the intention of receiving the monthly rental payment. 

95% of the tenants has signed the lease agreement however the rental payment is still a 

challenge. 

Municipal tenants consist of employees and non-ŜƳǇƭƻȅŜŜǎΦ CƻǊ ƳǳƴƛŎƛǇŀƭ ŜƳǇƭƻȅŜŜΩǎΣ 

deductions go through the payroll and for non-ŜƳǇƭƻȅŜŜΩǎ ǇŀȅƳŜƴǘ ƴŜŜŘ ǘƻ ōŜ ƳŀŘŜ ŀǘ ǘƘŜ 

cashier of via direct deposit at the bank using the account number as a reference. 

Employees pay 6% of their gross salaries and non-employees pay a fixed amount. 

The projected amount for rental income is  R280,764.00 and to date the municipality has only 

received the actual cash amounting to R157,823 against the budget however the performance 

amounted to R282,662.00. 



 
  
 

12 | P a g e 

 

Properties are located at the Barkly West resort and in town. 

Other revenue 

Other revenue consists of Building plans, Clearance certificate, burial fees, payroll commission 

etc, that the municipality generate income from. 

These other revenues assist the municipality to internally generate income to at least have the 

capital reserve fund that would maintain the municipal infrastructure. 

 

 
 

 

Revenue Challenges   

V Restriction of water to enforce consumer pay their accounts-no system in place to 

restrict water. 

V Collection of refuse in some of the areas within Dikgatlong municipality-residents uses 

this as a weapon to default their accounts- refuse collection plan is at the receptionist.  

V Municipal electrified areas dispute the cutting of electricity as part of policy 

implementation. 

V Pre-paid electrified box meters proclaim that they do not owe Eskom and no cutting 

measures would be implemented as such. 

V Town (ward 2) is the main contributor in the overall payment of the municipal services. 

V Longlands residents are also complaining about the water balance on their account 

statements that is not a true reflection of what is disclosed. 

V ¢ƘŜƛǊ ŎƻƴŎŜǊƴǎ ŀǊŜ ǘƘŀǘ ŘǳǊƛƴƎ ǘƘŜ ŎƻƴǎǘǊǳŎǘƛƻƴ ƻŦ ǘƘŜ w5tΩǎ ōŀŎƪ ǘƘŜƴΣ ǘƘŜ ŎƻƴǘǊŀŎǘƻǊ 

would use the other household water to build other RDP. 

V Property rates are only paid by the town residents. 

V Businesses only pay their accounts when the municipality decided to cut off their 

electricity. 

V One of the greatest concerns from the municipal side is that when the cutting measures 

are put in place or implemented, some of the consumers do not even come to the 

municipality to make arrangement for electricity re-connection and decide to by-pass 

the electrification network. 
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3. Expenditure 

R63,420,669.00 is the overall operational expenditure for the first half of the year against the 

uploaded budget of R220,346,917.00 or 29% has been spent against the budget. 

The municipality is still unable to meet its payment obligation on a monthly basis and as a result 

of non-payment the municipality would in months progresses, accumulate unnecessary interest 

on creditors accounts. 

Eskom and Sedibeng are the main creditors which falls under the category of not receiving 

payment as required by section 65 (1) (e) of the MFMA. 

Creditors payment plan was submitted to treasury however looking at the collection pattern, it 

is impractical to pay off main creditors as planned. 
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Expenditure are items that keeps the municipality running daily. These expenditures include 

ǘƘŜ ŜƳǇƭƻȅŜŜǎΩ ǊŜƭŀǘŜŘ ŎƻǎǘǎΣ ŜƭŜŎǘǊƛŎƛǘȅ ŀƴŘ water bulk purchases, etc. 

Employees need to be paid for the services they provide to the community at large. 

Water and Electricity bulk purchases expenses need to pay to the service providers for the 

services given by them to the municipality. 

The municipality still owe development bank of southern Africa a loan that was acquired few 

years ago and need to be re-paid on a monthly basis. 

¢ƘŜ ƭƻŀƴ ǿŀǎ ǳǘƛƭƛǎŜŘ ǘƻ ǇǳǊŎƘŀǎŜ ǘƘŜ ƳǳƴƛŎƛǇŀƭƛǘȅΩǎ ǾŜƘƛŎƭŜǎκōŀƪƪƛŜǎ ǘƘŀǘ ŀǊŜ ǇǊƻǾƛŘƛƴƎ ǎŜǊǾƛŎŜǎ 

to the communities. 

Employees related costs. 

9ƳǇƭƻȅŜŜǎΩ ǊŜƭŀǘŜŘ Ŏƻǎǘǎ όǎŀƭŀǊƛŜǎ ŀƴŘ ŜƳǇƭƻȅŜǊǎ ŎƻƴǘǊƛōǳǘƛƻƴύ ŜȄŎƭǳŘƛƴƎ ǘƘŜ ƻǾŜǊǘƛƳŜ ŀƴŘ 

acting allowance are the costs that relate to the normal working hours of the municipality. 

These costs amounted to R26 million for the first half of the year and the municipal 

performance is at 43% against the budget of R60,9 million. 

There are still critical vacant positions that still need to be budgeted for and the provision have 

already been made in the adjustment budget already. 

The provision starts in January 2020 until June 2020. 

Below are the positionsς 

¶ 2 x Technicians 

¶ Labour relations 

¶ HR Practitioner 

¶ Asset officer 

¶ Budget Officer 

¶ ITC Technician 

Overtime  

Overtime is the costs that the municipality incur when there is an emergency of work that need 

to be completed within a given period. 

Before an employee would be permitted to work overtime, there are certain internal processes 

that need to be followed before the commencement of the actual work. 

Below are the processes: 

¶ Pre-approval overtime form to be signed by the supervisor and the head of the 

department as well as the human resources and the corporate manager. 

 

¶ Overtime are budgeted for in the annual budget. 

 

Total overtime expenditure amount to R1,5 million for the first half of the year and the 

performance is at 27% against the approved budget.  

A downwards adjustment is recommended in this regard. 
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Acting allowance 

Acting allowance is the provision made in the budget for vacant position that an employee 

would be given a permission to execute the duties outlined in the job description of such 

position. 

R418,521 of the total expenditure on acting allowance is incurred and 58% have been achieved 

against the budgeted amount. 

Council remuneration 

Council remunerations are gazetted by the minister and the municipality has been 

remunerating the council of Dikgatlong consistently as required by the gazette. 

To date, a total of R2 million has been paid for council remunerations and no adjustment is 

required. 

Electricity bulk purchases and small accounts. 

The municipality purchases the electricity from Eskom to provide electricity services to some of 

the wards within the municipal jurisdiction. 

For those wards that the municipality provide electricity services some are on conventional and 

pre-paid. 

Eskom therefore submit invoices on monthly basis for the municipality to pay off its debt for 

the month. 

LƴǾƻƛŎŜǎ ŀǊŜ ŎŀǇǘǳǊŜŘ ƻƴ ǘƘŜ ǎȅǎǘŜƳ όCa{ύ άŀǎ ŀŎŎǳǊŀǘŜƭȅ ŀǎ ǇƻǎǎƛōƭŜέ ŀǎ ǇŜǊ ǘƘŜ ƛƴǾƻƛŎŜ 

submitted to the municipality. 

!ǇǇŀǊŜƴǘƭȅΣ ǎƻƳŜ ƻŦ ǘƘŜ ōǳǎƛƴŜǎǎ ŀǊŜ ŎƻƴƴŜŎǘŜŘ ǘƻ ǘƘŜ ƘƻǳǎŜƘƻƭŘΩǎ ŜƭŜŎǘǊƛŎƛǘȅ ōƻȄ ƳŜǘŜǊǎΦ ¢ƘŜ 

municipality is currently in a process of appointing a consultant to assess some of the businesses 

and government institutions. 

Electricity loss is still a challenge within the municipality and this outcome position the 

municipality in a very bad critical a financial position. 

Having said the above, the municipality was unable to pay off its Eskom accounts due to poor 

electricity revenue collection. 

To date, the municipality incurred an amount of R12,3 million and only one invoice was paid 

amounting to R13,543. 

The rest of the outstanding balance is regarded as current liabilities and should the above 

amount not be paid, non-current liabilities would increase and reducing the accumulated 

surplus of the municipality. 

The performance to date is at 49% against the approved budget and no adjustment is required. 

Water bulk purchases 

²ŀǘŜǊ ƛǎ ƻƴŜ ƻŦ ǘƘŜ ŎƻǳƴǘǊȅΩǎ ōŀǎƛŎ ƴŜŜŘ ŀǎ ƻǳǘƭƛƴŜŘ ƛƴ ǘƘŜ ǎƻǳǘƘ !ŦǊƛŎŀƴ Ŏƻƴǎǘƛǘǳǘion that 

should be provided to the residents. 
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Municipality purchases water in bulk from Sedibeng and vaalharts with the aim and objective 

of proving water services to the community at large in return of payment. 

Currently there is no pre-paid water box meters however purchasing pre-paid water box meters 

is part of the revenue enhancement strategy. 

Current system that is in place is the water conventional meters that require the consumer to 

pay off their debt on a monthly basis. 

All wards are supplied by the municipality and accounts statements are delivered on a monthly 

basis as require by the policy. 

The policy make provision for implementing measures on those consumers who are reluctant 

to pay or honour their monthly accounts. 

Below is the clause from the debt and credit policy. 

¶ That the restriction of water could be implemented-based on the system used to supply 

water. 

¶ Cross subsidies other services that are not paid, say, for example if a consumer buy pre-

paid electricity then portion the actual payment be apportioned to other services. 

Poor water revenue collection put the municipality in a position of defaulting its water invoices 

and subsequently accrue interest on overdue accounts. 

Total owed to Sedibeng and Vaalharts amount to R1,4 million respectively and only one invoice 

has been paid amounting to R3,900.00.  

A performance of 15% is achieved against the approved budget. 

No adjustment is required as some of the invoices might be still pending for processing. 

Contracted services. 

Contracted services include the professional services or other services offered by the 

consultants and companies and a signed service level agreement with the service providers 

need to be in place thereof. 

All SLA need to be reviewed on a regular basis to ensure that the service is carried out as 

outlined in the SLA. 

Example of the service provider that has breached its contractual obligation is Sebata regarding 

the implementation of mSCOA. 

The payment is currently made on a quotation basis for the implementation of the scoa system 

(EMS). 

Total contracted services to date amount to R10,5 million and 66% have been achieved against 

the approved budget. 

Adjustment is required since an appointment of a professional service for the assessment of 

electricity is in progress. 
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Repairs and Maintenance 

Maintenance is one of the critical components in a municipality that ensures the maintenance 

and upkeep of all the municipal assets are running as intended. 

Repairs and maintenance include the following: 

¶ Water  

¶ Vehicles 

¶ Buildings 

¶ Sewerage 

¶ Roads and Parks 

A maintenance plan is the starting point and it would outline all assets/infrastructure that need 

to be maintained during the course of the year. 

According to treasury a norm standard of 8% for repairs and maintenance need to be 

maintained against the total carrying value of all the assets. 

Currently the municipality is below the standard and is at 1%. 

The total repairs and maintenance expenditure for the six months amount R2,1 million and 65% 

performed against the approved budget. 

Adjustment is required as there are few items added in the budget as repairs and maintenance 

votes. 

Development bank of southern Africa 

The municipality acquired a loan few years ago from DBSA to acquire municipal vehicles. 

The loan is paid on a monthly basis and amount of R14,500.00 inclusive of interest amounting 

to R4,800. 

According to the financial records, no payment has been made to DBSA however the 

expenditure section confirmed that the payment has been consistently paid.  

The matter regarding the system error is under investigation. 

Depreciation and impairment on assets 

Depreciation is a decrease in asset value throughout its life span. 

Impairment is the provision made in the annual financial statement that shows an unexpected 

decrease in the performance of an asset. 

Currently the system does not make provision for the calculation of the asset depreciation and 

impairment. Both depreciation and impairment are only calculated at year end through 

journals. 

Debt impairment 

Provision for bad debt is the ŀƴǘƛŎƛǇŀǘŜŘ ƭƻǎǎ ƛƴ ǘƘŜ ŘŜōǘƻǊΩǎ ōƻƻƪΦ 

All customers unwilling and unable to pay off their debt, the municipality make provision or 

estimation for that current year. 
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The policy allows the municipality, after exhausting all the means to recover its debt, to write 

off those balance from its books. 

The system does not calculate the provision of bad debt on a monthly basis however this is 

done at year end. 

A downwards adjustment need to be provided for based on the audited outcome. 

Section 11 of the MFMA 

No withdrawals from the municipal bank account have been made during the first half of the 

year. 

Audit outcome 

Dikgatlong municipality concluded the audit for 2018/19 financial year in November 2019. 

The auditor general of south Africa was appointed to conduct the audit of Dikgatlong 

municipality. 

Two consultants were appointed to assist in compiling the GRAP compliant asset register and 

annual financial statement for the municipality. 

Municipal officials were hands-on until the completion of the audit. 

The auditor general submitted audit report to the municipality subsequent to the completion 

of the audit. 

The auditor general disclaimed the municipality on the basis of not providing sufficient 

appropriate audit evidence. 

Property, plant and equipment was one of the major components that contributed to the 

disclaimed opinion. 

Supporting evidence could not be given to the auditor general on the restated Cash and cash 

equivalent, to name few. 

The CFO has drafted the 2019/20 audit action plan that would assist in resolving the audit 

finding issues. 

The resolution in the finance meeting was to start as early as possible with the preparation of 

the 2019/20 annal financial statement. 

Expenditure Challenges 

The municipality is still unable to meet its payment obligation especially in bulk purchases such 

electricity and water. 

There is no break-even between the water and electricity purchased and sold respectively.

  

There were no invoices submitted by bulk water supplier in the month of November 2019. 

Interest on late payment is still a huge concern that has got a serious financial implication on 

the money owed to creditors and subsequently the financial position of the municipality. 
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Lack of contract/SLA review that results in section 32 of the MFMA. 

 

 

Unauthorised, irregular or fruitless and wasteful expenditure. 

Section 32, is the results of improper financial management however the section dictates that 

any office-bearer or accounting officer committing section 32 is liable for such. 

MPAC is responsible for executing such financial misconduct in their committees and give 

feedback to the accounting office. 

Financial management system (FMS-sebata) 

The system currently does not make provision for non-financial transactions such as debt 

impairment and depreciation on monthly basis. The two components (debt impairment and 

depreciation) is not showing in the trial balance for each month as expenses and are only 

adjusted at year end through journals. 

All votes will be locked in the Financial system (FMS). after the adjusted figures to enforce 

section 15 of the MFMA 

mSCOA 

Schedule C for the month of December is not yet in place however email was sent to Sebata to 

convert the in-year reports into strings. 

aло ŀƭǎƻ ŘƻŜǎ ƴƻǘ ǎƘƻǿ ƛƴ ǘƘŜ ǎŎƘŜŘǳƭŜ / ŘǳŜ ǘƻ ǘǊŜŀǎǳǊȅΩǎ faulty system that happened during 

the submission of the strings. 

The municipality is currently transacting on FMS system and the mSCOA go-live is still pending. 

The implementation of the mSCOA go-live was unsuccessful due valuation roll is not on the 

system. It was therefore decided that the system (EMS) be put on pause due to the above issues 

and subsequently cleanse the billing data. 

Currently, Sebata convert the in-year reports into the monthly strings; and this process is done 

outside the system. 

In most cases, the review of these strings is required to ensure that the reports (PF08 and PF27) 

and the strings reconciles before submission to the portal.  

Scoa items also need to be re-classified correctly in the scoa budget. 

Currently, the municipality is operating in two systems (EMS and FMS) and this causes the 

reporting of inaccuracy of figures in a particular month. 
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4. Capital Expenditure  

MIG 

¶ The grant fund two projects, which is Stillwater roads and storm and oxidation ponds in 

windsorton 

¶ Allocation amount -R19,527,000.000 

 

 

 

 

INEP 

¶ The grant is funding the 7delaan electrification project in Delportshoop 

¶ Allocation amount-R1,500,000.00 

 

 

WSIG 

¶ The project is for the Linking services in Debeerhoogte and Refurbishment of Sewer 

Pumps. 

¶ Allocation from Treasury-R0.00 

Contractors 

Opening Balance                           -        9,973,499.20           3,239,549.70              260,358.96         260,358.96                        260,358.96 

Received: 11,500,000.00  -                        -                             -                            -                       4,000,000.00                    15,500,000.00     

Spent : 1,526,500.80     6,733,949.50     3,426,069.35          -                            -                       4,239,337.88                    15,925,857.53     

Unbudgeted expenditure(settlement agreement 

between DLM and E. Moeti) 321,712.02                       

MIG/NC0612/S/16/18 Construction of Oxidation Ponds 

in Windsorton

Seedi Developments Projects -                       2,958,726.56               1,636,971.58 1,402,282.27                    

Lidino Trading 566 -                                     470,000.00 371,616.50                       

Lyma Consulting -                       168,602.65         251,360.18              

MIG/NC0403/R,ST/11/12 Stillwater Roads and 

Storm -                       

Morero Consulting Engineers -                       761,741.63         -                             1,337,760.40                    

Momat Transport Logistics 1,526,500.80     2,844,878.66     816,066.19              805,966.69                       

Blockpave -                       -                        251,671.41              

Unspent 9,973,499.20     3,239,549.70     -186,519.65            260,358.96             260,358.96        21,021.08                          425,857.53           

MUNICIPAL INFRASTRUCTURE GRANT 2019

GRANT REGISTER

July August September October November December Total

Opening Balance                         -   -                 -700,925.00                        -700,925.00           638,736.25 

Received: -                      -                 -                       -                       1,500,000.00               1,500,000.00        

Spent : -                      -                 609,500.00        -                       160,338.75                   -                         769,838.75            

Matsapa Trading 609,500.00        160,338.75                   

Unspent -                      -                 -609,500.00      -700,925.00       638,736.25                   638,736.25          730,161.25            

GRANT REGISTER

July August September October November December Total

INTEGRATED NATIONAL ELECTRIFICATION PROGRAMME GRANT 2020
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¶ Will Construction 

¶ C-Pac 

 

 

 

5. Asset Management 

 

Asset management is the monitoring and safeguarding of municipal assets in line with section 

63 of the MFMA. 

The municipality is currently not conducting asset count on a monthly basis however a 

reconciliation is done on a monthly basis. Reason been that the municipality has got no 

verification programme in place and is only relying on the annual verification done by the 

consultants accompanied by the municipal official responsible for asset unit during the audit.  

All obsolete assets will be taken to council for write off.  

6. Fleet Management  

The municipality is still in a process of consolidating the fleet management report into S71 

reports that would highlight all vehicles that are operational, sent in for repairs and those that 

are not in good condition.  

This will bring to the attention of council to be able to make informed decisions that would 

enhance service delivery as well as identifying aging vehicle for disposals. 

7. Municipal Website 

 

Opening Balance                            -          -457,389.04           -457,389.04    -1,249,084.00   -1,249,084.00  -2,884,530.26 

Received: -                         -                      

Spent : 457,389.04          -                        791,694.96            -                       1,635,446.26    827,378.94      3,711,909.20   

MVD Kalahari- Professional Fees -                         -                        -                           -                       355,463.90       74,645.87         

Wills Construction 457,389.04          -                        791,694.96            -                       267,039.20       331,710.60      

INCLEDON BLOEMFONTEIN -                         -                        -                           -                       

C-PAC PUMPS & VALVES -                         -                           -                       1,012,943.16    421,022.47      

Unspent -457,389.04        -457,389.04       -1,249,084.00      -1,249,084.00   -2,884,530.26  -3,711,909.20 -3,711,909.20  

GRANT REGISTER

Upgrading of Bulk Water Supply To 

Bufferzone Area and 

WATER SERVICES INFRASTRUCTURE GRANT 19/20

July August September October November December Total
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Currently the municipal website is active and all municipal related documents are published on 

the website in line with S75 of the MFMA.  

8. Insurance Coverage 

S63 of the MFMA state that- 

¶ The accounting officer of a municipality is responsible for the management of ς 

o The assets of the municipality, including the safeguarding and the maintenance 

of those assets. 

Currently all municipal asǎŜǘǎ όōǳƛƭŘƛƴƎǎΣ ƻŦŦƛŎŜ ŦǳǊƴƛǘǳǊŜΩǎΣ ǾŜƘƛŎƭŜ ŜǘŎύ ŀǊŜ ƴƻǘ ŎƻǾŜǊŜŘ ōȅ ŀƴȅ 

insurance. The previous insurance (FNB insurance brokers) terminated the contract based on 

the municipal risk profile.  

The municipality appointed Aon insurance company however the item has been submitted to 

council for further discussion. 

Non-insurance coverage on municipal assets would eventually cause financial implication to the 

municipality. 

9. Vacant positions 

Few critical positions are still vacant (Assets, budget officer, Technician, Labour relations and 

HR practitioner) and will be filled as soon as possible however the duties of the budget office 

are not disrupted as the acting has been granted and all the budget office tasks are performed 

effectively and efficiently as when required. 

Budget provision for the above positions have been adjusted in the adjustment budget. 

Currently in the asset management unit, there is no personnel responsible for the safeguarding 

of municipal assets and this could factor a huge risk to the municipal assets. 

10. Municipal Asset Verification 

The municipality has signed a contract last year 2019 with TGIS company to compile an GRAP 

compliant asset register for the 2018/19 and 2019/20 financial year respectively. 
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11. Implementation of mSCOA 

The project steering committee and the implementation committee need to be re-structured 

to head the mSCOA project. 

National and provincial treasury are currently monitoring the mSCOA expenditure in all 

municipalities. Currently the municipality is paying Sebata on a quotation basis for the 

implementation of the mSCOA. 

The approved budget was extracted from the EMS (in compliant with mSCOA) but do not make 

provision for the cash flow statement. Cash flow figures are then manually populated in the 

schedule A and B after extracted from the system (EMS) 

The budget strings are submitted successfully on a monthly basis to the LG portal however there 

are still some challenges in meeting the submission date as per the section 71 of the MFMA and 

incorrect wrong allocation of expenditure amounts to votes is still a concern. The root cause is 

that the municipality is not yet live on the system (EMS) and that the municipality must submit 

all the reports (PF08 and PF27) to the system vendors to convert them into strings. Another 

challenge is the reconciliation of the schedule C extracted from the system versus the trial 

balance extracted from the system. There are still some discrepancies when scrutinising the 

two reports however the investigation is still in progress to resolve the matter in preparing of 

the S71 report, the municipality depend solely on the trial balance report as the schedule C 

report extracted from the system is still not as accurate as it should be. 

12. SCHEDULE C REPORTS 

The following In-Year Tables as prescribed by the Municipal Finance Management Act 56 of 2003 are 

attached herewith: 

¶ Table C1: -Monthly Budget Statement Summary 

¶ Table C4: Total Monthly Budget Statement-Financial Performance (Revenue and Expenditure) 

¶ Table C5: Monthly Budget Statement-Capital Expenditure 

¶ Table C6: Monthly Budget Statement-Financial Position 

¶ Table C7: Monthly Budget Statement-Cash Flow 

¶ Aged Debtors 

¶ Aged Creditors 
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¶ Table C1: -Monthly Budget Statement Summary 
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¶ Table C4: Total Monthly Budget Statement-Financial Performance (Revenue and Expenditure) 
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¶ Table C5: Monthly Budget Statement-Capital Expenditure 
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¶ Table C6: Monthly Budget Statement-Financial Position 
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ω Table C7: Monthly Budget Statement-Cash Flow 

 

 

 

 

 



 
  
 

29 | P a g e 

 

ω Aged Debtors 

 

ω Aged Creditors 
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CHAPTER 4 
SERVICE DELIVERY PERFORMANCE REPORT 

 

4.1 Introduction 
 
¢ƘŜ {5.Lt ƛǎ ŜǎǎŜƴǘƛŀƭƭȅ ǘƘŜ ƳǳƴƛŎƛǇŀƭƛǘȅΩǎ ƻǇŜǊŀǘƛƻƴŀƭ Ǉƭŀƴ ŀƴŘ ƛǎ ŀƴ ƛƴǘŜƎǊŀƭ ǇŀǊǘ ƻŦ ǘƘŜ ŦƛƴŀƴŎƛŀƭ 
planning, implementation and measurement process. The SDBIP functions as the Connection 
ōŜǘǿŜŜƴ ǘƘŜ ǎǘǊŀǘŜƎƛŎ Ǉƭŀƴ άL5tέΣ ōǳŘƎŜǘ ŀƴŘ ƳŀƴŀƎŜƳŜƴǘ ǇŜǊŦƻǊƳŀƴŎŜ ŀƎǊŜŜƳŜƴǘǎΣ ŀƴŘ 
includes detailed information on how the budget will be implemented, by means of forecast 
cash flows, service delivery targets and performance indicators Service Delivery Performance 
Report 
 
The Service Delivery Performance Report is divided according to the National Key 
Performance Areas (KPA) of Local Government namely; 
 
¶ KPA 1: Municipal Transformation and Institutional Development; 

¶ KPA 2: Basic Service Delivery and Infrastructure Development; 

¶ KPA 3: Local Economic Development; 

¶ KPA 4: Municipal Financial Viability And Management; 

¶ KPA 5: Good Governance and Public Participation; 

¶ KPA 6: Spatial Rationale. 

Detailed below is the unaudited Top Layer SDBIP for the first half of the financial year 2019/20 

ending 31 December 2019 ǿƘƛŎƘ ƳŜŀǎǳǊŜǎ ǘƘŜ ƳǳƴƛŎƛǇŀƭƛǘȅΩǎ ƻǾŜǊŀƭƭ ǇŜǊŦƻǊƳŀƴŎŜ ǇŜǊ ƪŜȅ 

performance area (KPA). The tables, furthermore, includes the mid-term review findings and 

recommendations indicated for targets not achieved. 
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4.2 KPA 1: MUNICIPAL TRANSFORMATION AND INSTITUTIONAL DEVELOPMENT 

IDP OBJECTIVE INDICATOR TITLE /KPI 
IDP  

REF 

U

O

M 

BASE 

LINE 

ANNUAL 

TARGET 

MID-YEAR 

PERFORMANCE 

 
VARIANCE 

REASONS FOR VARIANCE 

MID-TERM REVIEW 

FINDING RECOMMENDA TIONS 
2019/2020 TARGETS 

Actual 

Achieved 

To provide Human 

Resources 

Management 

Review of Municipal organogram and 

submission to Council for approval 
1 # 1 1 None N/A N/A N/A N/A N/A 

To promote 

positive employee 

climate & sound 

labour relations 

Submission of the Employment Equity 

Annual Report to the Department of 

Labour 

2 # 1 1 None N/A N/A N/A N/A N/A 

To promote 

positive employee 

climate & sound 

labour relations 

Review of the Employment Equity Plan 

(EEP) by Council 
3 # 1 1 1 0 (1) 

The draft EE plan is in place. 

There were delays in the 

consultation phase. 

Consultation delayed 

the processs  

To be submitted to 

Council in the next 

quarter. 

To develop and 

retain skills 

Positions filled as per the approved 

funded structure  (excluding senior 

management posts) 
4 % 68% 75% None N/A N/A N/A N/A N/A 

To develop and 

retain skills 

Critical positions filled as per approved 

Financial Recovery Plan (Water & 

Electrical Technician, Manager SCM, 

Legal Officer, ICT Officer and Budget 

Officer) 

5 # 4 6 2 0 (2) 

Challenges of filling the posts 

are due to financial 

constraints. 

due to financial 

constraints few posts 

will be filled. 

The target to be 

reviewed given financial 

constraints. Only Water 

Technician and 

Electrical Technician, 

budget officer to be 

filled.  

To develop and 

retain skills 

Appointment of  people from EE groups 

in the three highest levels of 

management in compliance with 

Council's approved EE Plan 

6 # 2 2 None N/A N/A N/A N/A N/A 

To develop and 

retain skills/To 

provide Human 

Resources 

Management 

Municipal budget (operating - excluding 

staff expenditure) actually spent on 

implementing Workplace Skills Plan 

7 % 15% 97% None N/A N/A N/A N/A N/A 

To Ensure 

Occupational 

Health & Safe  

Environment 

 

Conducting of the annual Occupational 

Health and Safety audit 
8 # 0 1 None N/A N/A N/A N/A N/A 




