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GLOSSARY

Adjustments budget Prescribed in section 28 of the MFMA. The formal means by wahich
municipality may revise its annual budget during the year.

Allocations Money received from Provincial or National Government or othenicipalities.
Capital expenditure Spending on assets such as land, buildings and machinerycafitgl
SELISYRAGA:NE Ydzalid 0SS NBFtSOGSR Fa Iy Faasi
Cash flow statementA statement showing when actual cash will be received and dpetite
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 Revaue Act(DORA)Annual legislation that shows the total allocations mdxje
national to provincial and local government.

Equitable shareA general grant paid to municipalities. It is predominantly targetethetp
with free basic services.

Local Governmen Municipal Finance Management Act (56/20Q3Municipal budget and
reporting regulations.

Local Government Municipal Finance Management Act (56/2003he principlepiece of
legislation relating to municipal financial management.

Medium Term Revenue and Expenditure FramewdfkTREF)A medium term financigblan,
usually 3 years, based on a fixed first year and indicative further two years baltlyettions.
Operating expenditure Spending on the day to day expenses of the Municipality ssch
salaries and wages.

Rates Local Government tax based on the assessed value of a property. To detémmnages
payable, the assessed rateable value is multiplied by theinatee rand.

Service Delivery and Budget Implementation Plan (SDBWe detailed plan comprising
quarterly performance targets and monthly budget estimates.

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

1. Purpose
To revise an approved budget through an adjustment budget.
1 An adjustment budget must adjust the revenue expenditure estimates downwards if
there is a material undecollection of revenue during the current year.
1 An adjustment budget mnst be in a prescribed form.
Only the mayor may table an adjustment budget in the municipal council
1 When adjustment budget is tabled, it must be accompanied by
o An explanation how the adjustment affects the annual budget.
o Motivation of any materiathanges to the annual budget.
0 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 municjpadiist by 25 January
of each year

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

1 The monthly statement referred to in section 71 for the first half of the year.
T ¢KS Ydzy A OA LI felypadf@raance SuNdg th&Xigst hRIfSEthe fhancial year,
and the service delivery target.
T ¢KS LI ad eSIFNRAa FyydzZZf NBLE2NIZI |yR LINER
annual report.
Submit the report on such assessment;to

1 The mayor of the mugipality

1 The national treasury; and

1 Provincial treasury.
Regulation 33 of the MFMA state that the rydar budget and performance assessment must
be in the format specified in schedule C and include all the required tables, charts and
explanatory informaibn.

Regulation 34 of the MFMA further state that within five working days of the 25 January each
year the municipal manager must make the rgar budget and performance assessment
public by placing it on the municipal website
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3N



CHAPTER
a! ., hwQ{ Chw92 hwb5

5

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 byefauditor 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 financia
statements and thirteen tablesonsisting 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
needsto be provided for in theadjustment 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 o the following issues:

V The municipality had a deficit balance of (R290,000.000) in the statement of financial
position.
VIIGS dadzoyYArAaairzy 2F aSOGAz2zy TtTmMQa 2y | Y2
The municipality is currently paying the contractor for the refurbishment of putagpos 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 Delpooshoop are funded.

Implementation of the Financial Recovery Plan

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

¢23SGKSNI 6S Ol Yy NjaPedbgad 8 GRKSRA§ S 1S

CLLRED DMBIZENI
MAYOR
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CHAPTER

FINANCIAL PERFORMANCE

All variances are calculated against the approved budget figures.

1. Statement of Financial Performance

Municipal Finance Management Act (S72 for the period endingC&kcember 2019).

NC092 Dikgatlong Table C4 Monthly Budget StatementFinancial Performance (revenue
and expenditure)M1¢ M06 (20192020 FY.

Description Budgeted | Adjusted | Monthly YTD YTD YTD YTD
amount budget Actuals Actual Budget Variance | Variance
%
Thousands | Thousands| Thousands Thousand| Thousand | Thousand| %
S S 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 movemehtevenue and expendituréom July
2019to December 201%or the financial year 2019/20

2. Revenue

From July to Decemb@019, 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 onl
R861,264.00 was transferred to revenue. A balandeG88,736.00 is unspent as at December
20109.

Municipality also received an amount of R11,500,000.00 and R4000,000.00 in July anc
December 2019 respectively and only R15,925,857.54 has already been spent on the project
both roads and storm water in Stilliex 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 supigr of the material.

EPWP grant had already been received in two tranches in August and November 2019. Th
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, fewections 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
everyonerand billed, nunicipality 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.

Billing

July August September October ~ |November ~ [December ~ |YTDBiling  |Approved Budgey% Performance
Water 1518856.8 151252759 161060289 185917118 180940469 1913787.04 10224350.24 20035068.0 51039
Electicty | 247236691 221635601 242057837 19397085] 211936201 21186255] 13286997.5] 26498426.0 50.149
Rates 87893289 70026974 76900037 69650203 6900933 66576149 4400559.83 289823300 15.18"
Refuse 83797069 83877687 84321207 83582165 85389591 108520241 529488051 965851100 54.82%
Saniation 320120901 26135099 29615729 26864150 23548400 23698064 162583249  2985899.0( 54.45
Total 6035337.39 552029014 5939550.84 559984499 570824003 6020357.24 34832620.6] 88160 24300 3959

20,100,000.00

15,100,000.00

10,100,000.00

5,100,000.00

100,000.00
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December

Water m Electricity m Rates m Refuse m Sanitation m Total

Total

m m i " Hul'ﬁ

October

Approved
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Actual cash:

July August September October November December YTD Collection  |YTD Billing % Performance
Water 1234704 285 61795 195 155.99 16251443 243 562.01 230009.52 145920654 | 1022435024 14.27%
Electricity 246002951 1814 60961 1811 638.81 1730 847.26 1869 570.85 1556148.27| 1124284431| 1328699757 84.62%
Rates 191 576.63 596 250.28 155 618.26 129798.98 191 835.77 22472238 158980230  4400559.83 36.13%
Refuse 91103.52 136 865.03 101 407.84 123 870.52 119 239.45 96246.11 668732.79 5 294 880.57 12.63%
Sanitation 3712972 60 766.43 36 434.53 3379410 38418.25 22934.52 229477.57 162583246 1411%
Tofal 302218672 2894109.34 2400255.03| 228082529 246262633| 213006080 | 15190 063.51| 34832620.67 43.61%

CASH FLOW VS BILLING 2019/20

35,030,000.00
30,030,000.00
25,030,000.00
20,030,000.00
15,030,000.00
10,030,000.00

5,030,000.00
30,000.00

Water M Electricity MRates M Refuse M Sanitation ™ Total

Monthly collection rate

July August September October November December Total cash vs billir
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  50% 52% 40% 41% 43% 35%
rate 44%
Average
collection 44%

The tables above depithte 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 the consumers on monthly basis as per the policy.
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All services include basic charge and consumption charge for the month. Basic charge is th
municipal infrastruture used to connect the water, sewerage and electricity network to the

households however the consumption is the water and electricity (conventional nepaich
used during the month.

Electricity.

Electricity comprises of preaid and conventional elegtity meter boxes. The municipality
generate more revenue in pyeaid 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 electricitysagjze
budgeted amount of R26 million.

Actual collection on billed electricity is at 84,62% for every R1 rand billegpgpdeinclusive).

Water
In terms of the approved budget, the municipality has performed exceptionally very well by
achieving 51.03%fahe billed service against the budget.

~

¢tKS OFakK O02ffSOGA2y NI GS A& G mMnIuwt:r yR
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 consuniery prepaid 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 I&R 2y | ff K2dzaSK2f RAQ LINE LIS
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 pepgagiment 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 valuationinddl the financial system is as
accurate as possible to ensure that the debtors Masterfile is accurately accounted for in the
master file.

9| Page
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Property rates need to be adjusted downward by 43% from the original budget.

Refuse
Refuse is the collectionof rugbik Ay | £ € YdzyAOALI f LINRBLISNIASA

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 anérmservice 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 therovision of sewerage network to households and there are two different types
of sewerage network, namely

1 Sceptic tanks
M Manholes netwok

Sceptic tank is the service given to the consumer when a call has been logged through the call
centre of thereception.

The service is a caflased 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 si@ 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 agains tilled 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 Vadoexclude 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 mandtes 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 ly 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 ithe 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 ddtors
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-80 ageing and going forward to more than 120 days.

Interest charged on outstandingcaounts 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 (lesseectmy 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 amdn-S Y L) 228 SSa®d C2NJ Ydzy A
deductions go through the payroll and for néhY LI 28 SSQa LI @YSyid ySS
cashier of via direct deposit at the bank using the account number as a reference.

Employees pay 6% of their gross salariesramdemployees 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.
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Properties ae located at the Barkly West resort and in tawn

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 municipalitynt@rnally generate income to at least have the
capital reserve fund that would maintain the municipal infrastructure

Revenue

Description Budget PrdActual Variance Adjusted budget % Variances
Inferest on investment -178,035.00 -312,117.00 134,082.00 -624.234.00 175.31%
Interest on outstanding debtors -24,589421.00  -18,313431.00 -6.275.990.00 -36.263,070.24 74.48%
Renfal income -383.004.00 -283.140.00 -99.864.00 -553.368.60 73.93%
Transfers and subsidies -110.982,000.00  -79,744.000.00 -31.238.000.00 -110,982,000.00 71.85%
Other income -926.804.00 -255,555.00 -671.249.00 -632,196.32 27.57%
Total -137,059,264.00  -98,908,243.00  -38,151,021.00 -149,054,869.16 72.16%

RevenueChallenges

Vv

Vv

Restriction of water to enforce consumer pay their accoemissystem in place to
restrict water.

Collection of refuse in some of the areas within Dikgatlong municipa@giglents uses

this as a weapon to default their accountsfuse collection plan is at the receptionist.
Municipal electrified areas dispute the cutting of electricity as part oficyo
implementation.

Prepaid electrified box meters proclaim that they do not owe Eskom and no cutting
measures would be implemented as such.

Town (ward 2) is the main contributor in the overall payment of the municipal services.
Longlands residents ardsa complaining about the water balance on their account
statements that is not a true reflection of what is disclosed.

CKSANI O2yOSNya FINB (KIG RdzNAy3I (GKS Oz2y
would use the other household water to build otheDP.

Property rates are only paid by the town residents.

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

One of the greatest concerns from the municipal side is that when the cutting measures
are put in plae or implemented, some of the consumers do not even come to the
municipality to make arrangement for electricity-cennection and decide to byass

the electrification network.

Q)¢
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3. Expenditure

R63,420,669.00 is the overall operational expenditure for thet finlf 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 nonpayment the municipality would in montipgogresses, 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 tseay however looking at the collection pattern, it
Is impractical to pay off main creditors as planned.

Description

Emmployee's salaries and contribution

Overtime

Acting allowance
Council remuneration
Bulk electricity

Bulk water
Contracted services
Repairs and mamtenance
DBSA

Depreciation

Debt impatment
Total

Budget Prd A ctual Variance

60.473,003.00 25,967.591.00 34,505.412.00
5,713.,762.00 1,529.210.00 4,184,552.00
718,413.00 418,521.00 299.892.00
3,987.,000.00 2,032,951.00 -2,032,951.00
25,334,616.00 12,379,723.00 12,954 ,893.00
9.804,768.00 1,479,992.00 8,324,776.00
15,909,337.00 10.546,865.00 5,362.472.00
3,289.,443.00 2.144.533.00 1,144.910.00
108,511.00 85,890.00 22.621.00
17.441,159.00 - 17.441,159.00
37,794,907.00 - 37.,794,907.00

180,574,919.00 56,585,276.00 120,002,643.00

Adjusted budget

58.446.,803.81
3,148,013.90
844.795.12
4,065,902.76
25334,616.00
9.,804,768.00
20,603,883.15
6,255,922 74
173,673.96
17.441,159.00
8,999,997.14
155,119,535.58

200,000,000.00

150,000,000.00

100,000,000.00

50,000,000.00

Original Budget
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Expenditure are items that keeps the municipality running daily. These expenditures include
0KS SYLX 285SaQ NBf wated bulk puechages, Btc. St SOG NA OA G &
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 municiglity still owe development bank of southern Africa a loan that was acquired few
years ago and need to be-paid on a monthly basis.

¢CKS f2Fy ¢l a dziAftA&ASR (2 LIZNOKIF &S GKS Ydzya
to the communities.

Employees related costs.

9YLX 28S5SaQ NXflFGSR O2adta oalflFNASa yR SY
acting allowance are the costs that relate to the normal working hours of the municipality.

These costs amounted to R26 millidar 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 attga

The provision starts in January 2020 until June 2020.
Below are the positions

1 2 x Technicians
Labour relations
HR Practitioner
Asset officer
Budget Officer
1 ITC Technician
Overtime
Overtime is the costs that the municipality incur when there ig@rergency of work that need
to be completed within a given period.

= =4 -4 -4

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:

1 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.

1 Overtime are budgeted for in the annual budget.

Total overtime expenditure amount to R1,5 million for thestihalf of the year and the
performance is at 27% against the approved budget.

A downwards adjustment is recommended in this regard.

14| Page
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Acting allowance

Acting allowance is the provision made in the budget for vacant position that an employee
would be givena 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.

Hectricity 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 servicesesare on conventional and
pre-paid.

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

LY@2A0Sa&8 INB OF LWidzNBR 2y GKS aeaidiSy ocCaf{y
submitted to the municiglity.

' LJILJ NByidfex az2yYS 2F GKS odzaiAySaa NB 02yyS

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

and government institutions.

Electricity loss is still ahallenge 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 poo
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, nosturrent liabilities would increasand 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

2 SN Aa 2yS 2F GKS O2dzyiNEQa o aA @nydh SR
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 prpaid water box metrs however purchasing pqgaid 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 thmunicipality 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 thaebt and credit policy.

1 That the restriction of water could be implementédsed on the system used to supply
water.
1 Cross subsidies other services that are not paid, say, for example if a consumer-buy pre
paid electricity then portion the actugayment 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 millispertively 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 sevices 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 tigasérvice 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 mMSCOA.

The payment is currently made on a quotation basis for the implementation cfdba system
(EMS).

Total contracted services to date amount to R10,5 million and 66% have been achieved agains
the approved budget.

Adjustment is required since an appointment of a professional service for the assessment of
electricity is in progress.

16| Page

—



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:

1 Water

Vehicles

Buildings

Seweage

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.

= =4 -4 A

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 monthibasis 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 theystem 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 perfonance 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 debtisthey G A OA LI G SR f2aa Ay GKS RSoG2N

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 debtitéo
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 condumt audit of Dikgatlong
municipality.

Two consultants were appointed to assist in compiling the GRAP compliant asset register anc
annual financial statement for the municipality.

Municipal officials were hanesn until the completion of the audit.

Theauditor 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 orgd 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 assissalving 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.

ExpenditureChallenges
The municipality is still unable to meet its payment obligatespecially in bulk purchases such
electricity and water.

There is no breakven 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 pyment 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 officebearer or accounting officer committing section 32 is liable for such.

MPAC is respondib for executing such financial misconduct in their committees and give
feedback to the accounting office.

Financial management system (FM8bata)

The system currently does not make provision for #imancial transactions such as debt
impairment and depeciation 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)r #fte adjusted figures to enforce
section 15 of the MFMA

mMSCOA
Schedule C for the month of December is not yet in place however email was sent to Sebata tc
convert the iryear reports into strings.

ano |faz2 R2Sa y20 akKz2g¢ A yaulydsySemin@ksppedet during R
the submission of the strings.

The municipality is currently transacting on FMS system and the mSCIvA postill pending.

The implementation of the mSCQ@&-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 issue
and subsequently cleanse the billing data.

Currently, Sebata convert the-yrear reports into the moritly strings; and this process is done
outside the system.

In most cases, the review of these strings is required to ensure that the reports (PFO8 and PF27
and the strings reconciles before submission to the portal.

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

Currently, the municipality is operating in two systems (EMS and FMS) and this causes th¢
reporting of inaccuracy of figures in a particular month.
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MIG

windsorton

Capital Expenditure

Allocation amountR19,527,000.000

The grant fund two projects, which is Stillwateads and storm and oxidation ponds in

GRANT REGISTER
MUNICIPAL INFRASTRUCTURE GRANT 2019
July August September October November December Total
Opening Balance - 9,973,499.20 3,239,549.70 260,358.96  260,358.96 260,358,96
Received: 11,500,000.0 - - 4,000,000.00 15,500,000.0
Spent : 1,526,500.80 6,733,949.5( 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 Pon
in Windsorton
Seedi Developments Projects 2,958,726.5 1,636,971.58 1,402,282.21
Lidino Trading 566 470,000.00 371,616.5!
Lyma Consulting 168,602.65 251,360.1
MIG/NCO0403/R,ST/11/12 Stillwater Roads and
Storm
Morero Consulting Engineers - 761,741.63 - 1,337,760.4
Momat Transport Logistics 1,526,500.80  2,844,878.6 816,066.19 805,966.69
Blockpave - - 251,671.4
Unspent 9,973,499.20 3,239,549.7( -186,519.65 260,358.96 260,358.96 21,021.08 425,857.53
INEP
1 The grant is funding the 7delaan electrification project in Delportshoop
7 Allocation amour#tR1,500,000.00
GRANT REGISTER
INTEGRATED NATIONAL ELECTRIFICATION PROGRAMME GRANT 2020
July August September October November December Total
Opening Balance = = -700,925.04 -700,925.00 638,736.25
Received: = = o = 1,500,000.0( 1,500,000.0
Spent : - - 609,500.00 = 160,338.75 - 769,838.7
Matsapa Trading 609,500.0 160,338.75
Unspent - - -609,500.0d -700,925.00 638,736.25 638,736.25 730,161.24
WSIG

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

Pumps.

1 Allocation from TreasurR0.00

Contractors
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T Will Construction
1 CPac

GRANT REGISTER
WATER SERVICES INFRASTRUCTURE GRANT 19/20

July August September October November [ December Total
Opening Balance - -457,389.0 -457,389.04 -1,249,084.0D -1,249,084.00 -2,884,530.26
Received: - -
Spent : 457,389.04 - 791,694.96 - 1,635,446.2¢ 827,378.94 3,711,909.2
Upgrading of Bulk Water Supply T|
Bufferzone Area and
MVD Kalahari- Professional Fees - - - - 355,463.9 74,645.8
Wills Construction 457,389.0. - 791,694.9 - 267,039.2 331,710.6
INCLEDON BLOEMFONTEIN - - - -
C-PAC PUMPS & VALVES - - - 1,012,943.1 421,022.4
Unspent -457,389.04  -457,389.04 -1,249,084.00 -1,249,084.00 -2,884,530.26 -3,711,909.20 -3,711,909.2)
5. Asset Management

Asset management is the monitoring and safeguarding of muniagsats 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 asly 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 ia 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 mak&®imed decisions that would

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

Municipal Website
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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 tfdFMA.

8. Insurance Coverage
S63of the MFMA state that

1 The accounting officer of a municipality is responsible for the management of
0 The assets of the municipality, including the safeguarding and the maintenance
of those assets.
Currently all municipal @&8Sia 606dzAf RAy3asx 2FFAOS FdzNYAldz
insurance. The previous insurance (FNB insurance brokers) terminated the contract based or

the municipal risk profile.

The municipality appointed Aon insurance company however g ihas been submitted to

council for further discussion.

Noninsurance coverage on municipal assets would eventually cause financial implication to the:

municipality.

9. Vacant positions
Few critical positions are still vacant (Assets, budget offibechnician, 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 asken 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 toneicipal assets.

10.  Municipal Asset Verification
The municipality has signed a contract last year 2019 with TGIS company to compile an GRA

compliant asset register for the 2018/19 and 2019/20 financial year respectively.
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11. Implementation of mMSCOA
The projectsteering committee and the implementation committee need to besteictured

to head the mSCOA project.

National and provincial treasury are currently monitoring the mSCOA expenditure in all
municipalities. Currently the municipality is paying Sebata oguatation 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 statemenCash flow figures are then manually populated in the

schedule A and B aftextracted from the system (EMS)

The budget strings are submitted successfully on a monthly basis t@3ertal however there
are still some challenges in meeting the submission date as per the section 71 of the MFMA and
incorrect wrong allocation ofy@enditure amounts to votes is still a concern. The root cause is
that the municipality is not yet live on the system (EM&Jthat the municipalitymustsubmit

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 disagreips 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 isiknot as accurate as it should be.
12. SCHEDULE C REPORTS

The following IAYear 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 Stateméinancial Performance (Revenue and Expenditure)
Table C5: Monthly Budget Stateme@apital Expenditure

Table C6: Monthly Budget Statemefinancial Position

Table C7: Monthly Budget Statemedash Flow

Aged Debtors

= =4 4 4 a4 -a -

Aged Creditors
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i Table C1:Monthly Budget Statement Summary
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i Table C4: Total Monthly Budget Stateméimancial Performance (Revenue and Expenditure)
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1 Table C5Monthly Budget StatemerCapital Expenditure
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i Table C6: Monthly Budget Statemdgfinancial Position
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w Table C7: Monthly Budget Statemedash Flow

Marthirn Cape: Dibgationg(NCISZ) - Tabla CT Masthly Budgeted Cash Flews | ANl lex paried arding {MB6) 31 Decambar 2019
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w Aged Debtors

AD - AGE ANALYSIS OF DEBTORS (Al salues in Rand)

Sawe Fileas - Muncde_AD ccyy MmULS @«

- GTAT1_AD 2005 M10)

‘Chiange Year End (coyy) 1 FAinancial Year End (... 2005 r year 2004/2(005) and Month End (Mnnj to Active Month gi01=July. .M 12=amele.g. - M10)

‘Change Muncde D your own municipal code (e

. GT411)

To Saw File press e bllowing keys at e same fime wilh Caps Lock of CHSHES

Year |Mond
End |End |Mun
219 M06  NCD9Z

Detail

Debtors Age Andysis By Income Source

Trade and Other Receisbles fom Exchange Tensacbons - Water
Trade and Other Recelables fom Exchange Tensachons - Electicty
Receiables fom Non-exchange Transactions - Poperty Rates
Receiwbles fom Exchange Transactions - Waste Water Management
Receiwbles fom Exchange Transactions - Waste Management
Receiwables fom Exchange Transactians - Propesty Rental Debtors
Interest on Amear Debior Accounts

Recoweratie unauthorised, imegula or fuitiess and wasteil E xpenditure
Other

Totd By Income Souce

Debtors Age Andysis By Customer Gioup

Qrgans ofState

‘Commencial

Houssholds

Other

Totd By Customer Group

w Aged Creditors

ACA: AUDITED AGE ANALYSIS OF CREDITORS (All values in Rand)

Sawe File as - Muncde ACA_ccyy Y XS (e.g.: GT421_ACA 2013 Y)

Change Year End (ccyy) to Financial Year End (e.g.: 2005 or year 2004/2005)
Change Muncde to your own municipal code (e g.. GT421)

If (and only if) Creditors per inction not available, list top 10 creditors by name

To Sawe File press the bllowing keys at the same time with Caps Lock off Cid Shit 5

Year
End Mun Item
2020 NC092 0100
0200
0300
0400
0500
0600
0700
0800
0900
1000
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o-
Detail 30 Days
Bulk E lectricity 4241 876
Bulk Water 1,624 127
PAYE deductions o
VAT (output less input) o
Pensions / Retirrment deductions o
Loan repayments o
Trade Creditors 586,125
Auditor General 1,271,829
Other o
Total 7,723,958

0-

30 Days
3515614
1671856
1,160,183

ATE, 272
1524 524

52,465

243 383
8744 317
1495 856
1,773,481
5437388

37,502
8744 317
31-
60 Days
3,971,758
151,554
0
0
0
0
349 226
0
0
4 472 538

- 61 -
60 Days 9 Days

3,282 060 3,321 565
132716 1,219,792
1,067 804 1,037 133
472 653 205929
1,588,234 1,557 306
51,432 45,842

245107 2358627
8,060,006 7,924 894

1,418 604 1,423 099
1,556,724 1,532 09
5,018,316 4,933,504

Xx 62 36,282
8,060,006 7,924 894

61 -

91-
120 Days

2900 59
1417 59
1,075,467
508, 61
1543, 48
40,145

232,102
T825 921

1,721,003
1325025
4,743,760

36,133
T825 9221

91 -

90 Days 120 Days
3837126 102059393

118,555
0

0

0

0
73,968
399,621
0

202,486

cCooo o oo Qo

4429271 102,261,884

121 -
150 Days

2,863 30
1,101,015
1,006, 180
408 307
1,528,541
62,813

228,200
7,378,425

1,449,717
1,282,987
4,807 43

38,290
7,378,425

12 -

150 Days
0
25,700,124

oo oo

2932278
14,088,787
42 721,188

151 -
180 Days

2,98 37T
1,144,433
961,770
511,228
1,543,208
13,428

238638
7,458,982

1,340,530
1,252,589
4,729 354

36,109
7,458,982

151 -
180 Days

coo o oo

261,409
0
0
261,409

181 Days - Oer 1
1 Year Yea
17162976 153342 868
5081001 22417 240
003000 531068 157
2703088 26414365
BEEISET  TTO16,005
163 285 645,270
1406217 39000, 500
A1,174,133 372804 513
60038657 68515508
8,790,551 41 873,402
26168095 250660, 919
211520 2545 654
A1,174,133 372804 513

181 Days -

1 Year

0

0

0

0

0

0

0

0

0

0

Aciual Bad|  Impainment -
Debis VWi then
Toll| OWagainst
5 Debiors

65,381,293

32,000,603

95,864,733

1,054 539

0

0

41,919 844

551,271,191

83, 468 584
D 58

551,271,191

Oner 1 Total
Year -
114,110 157
27, T96 846
0

0

0

0

1,270,729
4,603 728
14,088 787
161, 8r0 247

=

(=== = = = = = =]
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CHAPTER
SERVICE DELIVERY PERFORMANCE REPORT

4 .1 Introduction

¢tKS {5.Lt A& SaaSyidAralrftte (GKS YdzyAOA LIt AGREQ
planning, implementation and measurement process. The SDBIP functions @srthection
0SG6SSYy GKS AaGNIGS3aIAO0 LXFYy aL5t£3 o6dzR3IS
includes detailed information on how the budget will be implemented, by means of forecast
cash flows, service delivery targets and performance indicators Sédeiceery Performance
Report

The Service Delivery Performance Report is divided according to the National Key
Performance Areas (KPA) of Local Government namely;
1 KPA 1Municipal Transformationrad Institutional Development
KPA 2Basic ServicBelivery ad Infrastructure Development
KPA 3Local Economic Development

1
1
1 KPA 4Municipal Financial Viability And Management
1 KPA 5Good Governancera Public Participatign

1

KPA 6Spatial Rationale

Detailed below is the unaudited Top Layer SDBIkh&first half of the financial yed019/20
ending 31 December 2016 KA OK Y SI adzNBa (GKS YdzyAOALI f Al
performance area (KPA). The tables, furthermore, includesrtiieterm review findingsand
recommendationsndicated for targts not achieved.
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4.2 KPA 1: MUNICIPAL TRANSFORMATION AND INSTITUTIONAL DEVELOPMENT
U ANNUAL MID-YEAR MID-TERM REVIEW
VARIANCE
IDP OBJECTIVE] INDICATOR TITLE /KPI L?;F (e} BLﬁ\jS: TARGET PERFORMANCE REASONS FOR VARIANC
q
M 2019/2020 TARGETS Ac.tual FINDING RECOMMENDA TIONS
Achieved
Toprovide Human Review of Municipal organogram and
Resources we pal organog 1 |# | 1 1 None N/A N/A N/A N/A N/A
submission to Council for approval
Management
Tgsi:\?g]g;? lovee Submission of the Employment Equity
p_ ploy Annual Report to the Department of 2 # 1 1 None N/A N/A N/A N/A N/A
climate & sound
- Labour
labour relations
To promote L .
positive employee | Review of the Employment Equity Plan Thedraft EE plan is " place Consultation delayed To be §gbm|tted to
. . 3 # 1 1 1 0 1) There were delays in the Council in the next
climate & sound (EEP) by Council . the processs
- consultation phase. quarter.
labour relations
To develop and Positions filled as per the approved
retain skillrs) funded structure (excluding senior 4 % | 68% 75% None N/A N/A N/A N/A N/A
management posts)
The target to be
Critical positions filled as per approved reviewed given financial
To develop and Financial Recovery Plawéter & Challenges of filling the post due to financial constraints. OnlyWater
retain skillz ElectricalTechnician, Manager SCM, 5 # 4 6 2 0 2) are due to financial constraintsfew posts Techniciarand
Legal Officer, ICT Officer and Budget constraints. will be filled Electrical Technician,
Officel) budget officerto be
filled.
Appointment of peopldérom EE groups
To Qevelpp and in the three hlghest Iev_els of - 6 # 2 2 None N/A N/A N/A N/A N/A
retain skills management in compliance with
Council's approved EE Plan
To develop and
retain skills/To Municipal budget (operatingexcluding
provide Human staff expenditure) actually spent on 7 % 15% 97% None N/A N/A N/A N/A N/A
Resources implementing Workplace Skills Plan
Management
To Ensure
Occupational . .
Health & Safe | Conducting ofthe annual Occupational - g |, | 1| None N/A N/A N/A N/A N/A
) Health andSafety audit
Environment
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