MC.0168

BUDGET STATEMENTS IN TERMS OF SECTION 71 OF THE MFMA FOR THE
PERIOD ENDING 31 MAY 2015
(4111)

Finance Portfolio Committee : 21 July 2015
Mayoral Committee 1 29 July 2015

REPORT OF THE BUDGET AND TREASURY OFFICE

PURPOSE

The purpose of this report is to submit to the Executive Mayor monthly budget
statements containing financial status of the municipality for the month of May 2015.
The report provides a regular update on indicators critical to the municipality’s financial
viability and serves as an early warning tool where remedial action is required. The aim
is to:

e Assist in oversight of financial performance;

e Address shortcomings;

e Improve internal controls and facilitate service delivery;

Promotes fiscal discipline and provides a mechanism for measuring the ongoing
performance of the municipality

BACKGROUND

Section 71 of the MFMA requires that the Accounting Officer of a Municipality must by
no later than 10 working days after the end of each month, submit to the Mayor of the
Municipality, and the relevant Provincial Treasury, a statement in the prescribed format
on the state of the municipality’s budget reflecting certain particulars for that month and
for the financial year up to the end of that month.

Section 54(1) of the MFMA requires the Mayor to consider the Section 71 report and
take appropriate actions to ensure that the approved budget is implemented in
accordance with the projections contained in the SDBIP.

This report is a summary of the main budget issues arising from the monitoring
process. It compares the progress of the budget implementation to the projections
contained in the Service Delivery and Budget Implementation Plan. The report contains
the following statements:



e Statement of Financial Performance (Table C2, C3 and C4 on Annexure A).

e Actual Capital Acquisition and Funding Sources (Table A1 on this report, Table A2
on Annexure B, Table C5,C5C, SC12, SC13a & SC13b on Annexure A).

e Statement of Financial Position (Table C6).

¢ Cash Flow Statement (Table C7 & SC9 on Annexure A).

e Debtors Age Analysis (Table SC3 on Annexure A)

o Creditors Age Analysis (Table SC4 on Annexure A).

o External Investments (Table SC5 on Annexure A).

e Transfers and Grants Receipts (Table SC6 on Annexure A).

e Transfers and Grants Expenditure (Table SC7 on Annexure A

e Councillors and Staff Benefits (Table SC8 on Annexure A).

DISCUSSIONS

This report has been compiled in the required format of in-year monitoring report as
required by National Treasury in line with municipal budget and Reporting Regulation
of 17 June 2009.

STATEMENT OF FINANCIAL PERFOMANCE

Operating Revenues

The total operating revenue for the month of May 2015 is R159.4 million. The rebates
for the month amount to R2.4 million. The total operating revenue to date is R1191
million which is 74.1% of the total operating revenue budget. The rebates amount to
R25.9 million to date. The percentage is below the acceptable norm of 91.67% and the
rebates are one amongst other contributing factors.

It must be noted that the amount for the services charges indicated below is based on
the billing amount and not on the actual payments received from the consumers. This
is in accordance with the GRAP standards regarding recognition of revenue. The

actual receipts as well as the actual payments are reflected on the cash-flow
statement.



Explanations of Material Variances on Operating Revenues

No explanations are provided for some items as the movement is not considered
significant. The acceptable norm for the month of May is 91.67%

VI.

VIL.

VIII.

The sales/billing amount for Property rates to date is R311 million, which is
94.24% of the budget. The amount for the rebates to date is R25.9 million,
which is overspending as there was no budget allocation for rebates on the
2014/2015 budget year.

The conventional electricity sales/billing amount to date is R281.8 million, which
is 77.85% of the budgeted amount. While the amount for prepaid electricity
sales to date is R58.4 million, which is 76% of the budgeted amount. The
contributing factor includes amongst others the illegal connections and
tampering of electricity meters.

The sales/billing amount for water to date is R92.7 million, which is 92.3% of the
budgeted amount. The improvement on number of meters read.

The billing amount for sanitation to date is R23.2 million, which is 94.53%.
Sales/billing amount on refuse removal to date is R23.6 million, which is 92.82%
of the budgeted amount.

Interest raised on outstanding debtors’ amount to R57.9 million, which is
115.27% of the budgeted amount. This is as results of increasing debtor’s book.
The revenue on traffic fines to date is R863 412, which is 79.28%. Credit control
measure not fully implemented.

The revenue generated on Rental of facilities and equipment to date is

R567 195, which is 95.12% of the budget.

Other revenue amount to R13.3 million, which is 54.49% of the budgeted
amount. Credit control measure not implemented accordingly. Items under other
revenue includes amongst others:

» Reconnection fees for electricity is budgeted R8.3 million (32%).
o Clearance certificates is budgeted R1.2 million (12.44%).
¢ Final notice fees is budgeted R4.5 million (36.91%).

Operating Expenditure

The total operating expenditure for the month of May is R147.6 million and the total

operating expenditure to date amount to R1207.6 million, which is 86% of the total
operating budget.



Explanations of Material Differences on Operating Expenditure

No explanations is provided for some items as the movement is not more than
10% and therefore not considered significant. The acceptable norm is 91.67%,
however Spending on other items is been restricted and limited as a results of
cash-flow pressure.

V1.
VI

VIILI.

Employee related costs 94.14%.

Remuneration of councillors 79.55%.

Repairs and maintenance 80.42%. Low spending on repairs resulting from Cash
Flow pressure the Municipality is experiencing.

Bulk-purchases_ electricity 105.87%. High electricity bill from Eskom.
Bulk-purchases_ water 105.04%. Payment of long outstanding debts, including
Sandspruit and Magalies water.

Contracted Services 100.82%.

Interest on outstanding loan 217% the repayment of PIC loan not budgeted for
(Pending the investigation).

Other general expenses 99.71%. The items under general expenses which have
exceeded the 91.67% norm are indicated below:

Insurance 98.81%. The annual premium is paid in the beginning of the financial
year, which is July 2014.

Leasing: Machinery & Equipment 114%. Disruption to the water supply network
in the past months.

Mayoral out-reach programmes 93.03%. The activities of Mayoral outreach
programmes undertaken in the Office of the Executive Mayor over the past
months.

Medical aid fund: continued members 99.99%. The item is not properly
budgeted for.

Mobile chemical toilets 99.24%.

Rental of office machinery & equipments 96.42%. Disruption to the water supply
network in the past months.

Rental Office Equipment 88.67%.

Statement: printing & posting: 96.78%. The item is not properly Budgeted for.
Subsistence & travel: councillors 96.12%. The item is not properly monitored in
all Directorates.

The detailed summary for both operating revenue and expenditure is attached as
“Annexure C”



ACTUAL CAPITAL ACQUISITION PERFOMANCE

Actual Capital Acquisition per funding sources is shown on Table A1 below, Table A2 on
Annexure B, Table C5, C5C, SC12, and SC13a & SC13b on Annexure A).

TABLE A1
FUNDING SOURCES APPROVED | ADIUSTMENT | MONTH | YTD ACTUAL |% YTD ACTUAL|
BUGET BUDGET ACTUAL | 31MAY2015 | SPENDING
2014/2015 | 2014/2015

INTERNAL FUNDING 7827000|  7100000| 212099 | 9486508| 121.2%
MUNICIPAL INFRASTRUCTURE GRANT 238178000 230974531| 24725488| 177567957|  76.9%
PROVINCIAL GRANT - 1800000 1800000 9403| 1143122| 635%
DWA : 10000000| 10000000| 1634099| 11604805 116.0%
INTEGRATED NATIONAL ELECTRIFICATION PROFRAMME | 8000000| 12000000 1024456 12.8%
EXPANDED PUBLIC WORKS PROGRAMME - - - | oow

ENERGY EFFICIENCY & DEMAND SIDE MANAGEMENT ; 3000 000 T 3000000 1000%
TOTAL 265805000 | 264 874531 | 28489986 | 203826848  77.0%

The total capital expenditure for the month is R28.4 million and the spending to date
amount to R203.8 million, which is 77% spending on the total capital budget. The

capital spending per funding sources is as follows:

¢ The total spending on MIG against the current year allocation amount to R7177.5

million, which is 76.9% spending.

e The total spending on DWA against the Budget amounts to R9.9 million, which is

116% spending.

» The total spending on INEP against the budgeted amount is R1 million, which is

12.8% of the total budget.

¢ The total spending on Energy Efficiency & Demand is R3 million, which is a 100%

spending.

CASH-FLOW STATEMENT

The total actual cash received for the month is R210.7 Million and the total includes
R116.8 Million in grants and subsidies. The total cash received to date amount to
R1.508 Billion, which includes R887.5 million from internal revenue and R620.8 million
for grants and subsidies. The internal revenue received to date represent 58.84%,

while grants and subsidies is 41.16%.

The total actual cash-payments made for the month is R175.1 million and the total
includes R28.4 million for capital expenditure. The total payments made to date
amount to R1354.8 million, which includes R177.5 million for capital expenditure.

The closing bank balance on the primary account shows a favourable bank balance of

R42.3 Million.



DEBTORS AGE ANALYSIS

The total outstanding debtors’ amount at the end of the reporting month was standing
at over R1 billion at the end of the month.

Table SC3 in “Annexure A", provides additional information
CREDITORS AGE ANALYSIS

\he total outstanding creditors’ amount for the end of May 2015 was standing at over
R118.1 million. Table SC4 in “Annexure A”, provides additional information.

0- 31- 61- 91- 121 - 161- 181 Days- Ower 1 Tot
ftem  Detail 30 Days €0 Days 90 Days 120 Days 150 Days 180 Days 1 Year Year
0100  Bulk Electricity 13059 180 22545868 10883677 8640134 0 0 0 0 551288t
0200 Bulk Water 6137914 1269855 1788524 0 628 322 628 322 628322 35847433 46 728 6¢
0300 PAYE deductions 0 0 0 0 0 0 0 0
0400 VAT (output less input) 0 0 0 0 0 0 0 0
0500 Pensions / Retirement deductions 0 0 0 0 0 0 0 0
0600 Loan repayments 0 0 0 0 0 0 0 0
0700 Trade Creditors 0 0 0 0 0 0 0 0
0800  Auditor General 0 0 0 0 0 0 0 0
0900 Other 3206 001 3625856 3612374 2752076 1685458 1414870 0 0 162966:
1000 Total 22403095 27441579 16284575 11392210 2313780 2043192 628322 35647433 1181541t
TPO1  Eskom 13059180 12844217 10883677 8640134 0 0 0 0 454272
TP02  Department of Water Affairs 0 0 0 0 628 322 628 322 628322 25147433 27032
TP03  Sandspruit 0 0 0 0 0 0 10500000 10500 X
TP04  City of Tshwane - Electricity 0 9701 651 0 0 0 0 0 0 9701 6!
TP05  Magalies Water 1331933 1260855 1783524 0 0 0 0 0 4303
TP06  City of Tshwane - Water 2960 820 0 0 0 0 0 0 0 29%08&
TPO7  Rand Water 1845 161 0 0 0 0 0 0 0 18451
TPO8  Dijalo 1271750 0 0 0 0 0 0 0 i2n7
TPO9  Security Services 0 0 719 881 869 731 0 1107343 0 0 26%¢9
TP10  Business Connexion 124 675 193 883 92 243 0 0 0 0 0 4109
TOT  Total 20593519 24009706 13484325 9509865 62832 1735665 6268322 35647433 106237 1!

TRANSFERS AND GRANTS RECEIVED

R116.8 Million in grants and subsidies were received in May 2015. The details of the
grants and subsidies received are shown below:

GRANTS AND SUBSIDIES RECEIVED BUDGET MONTH YTD ACTUAL % YTD ACTUAL
2014-15 ACTUAL 31-05-2015
R R R
Equitable-share 367 236 000.00 116 879 000.00 367 236 000.00 100.00%
Financial Management Grant 1 600 000.00 0.00 1 600 000.00 100.00%
Municipal systems Improvement Grant 934 000.00 0.00 934 000.00 100.00%
Municipal Infrastructure Grant 244 694 000.00 0.00 233 615 000.00 95.47%
Expanded Public-Works Programme 2288 000.00 0.00 1601 000.00 69.97%
Integrated National Bectrification Programme 8 000 000.00 0.00 8 000 000.00 100.00%
DWA-Operating and Maintenance 10 000 000.00 0.00 7 500 000.00 75.00%
Library Grant 400 000.00 0.00 400 000.00 100.00%
635 152 000.00 116 879 000.00 620 886 000.00 97.75%




EXTERNAL LONG TERM LOANS

The total outstanding PIC loan at the end of March 2015 was standing at R752.1

million.

Loans Received

or Interest Interest and Balance
Borrowed from: Balance 31/03/2015 Interest Arrears Redemption 31/03/2015
Capitalised
*P.1.C. (Venture Capital) 752 140 821 752 140 821
TOTAL 752 140 821 [\] 0 1] 752 140 821
New Borrowing 2014/2015
R

L New Borrowing: 61 March 2015 to 31 March 2015

EXTERNAL INVESTMENTS

The investments amount at the end of the month was standing at R37.6 million at the
end of the month. Table SC5 below provides the details

(nvestments by maturity Period of Typeof |Expiry date of] Accrued | Yield forthe | Market value | Changein | Market valu
Name of institution & investment ID Ref | Investment | [nvestment | investment | interestfor | month1 | atbeginning | market value | at end of th
R thousands Vre/Months the month (%) of the month month
Municipality
ABSA Call Deposit On call 166 0.0% 43137 (22 887) 20 41:
Standard Bank Call Listed Shares| On call - 0.0% 852 - 85
Sanlam Limied 17yrs Listed Shares; On call - 0.0% 957 - 95
Ok Mutual Limited Call Unit frust On call - 00% 2180 (95) 208
Ol Mutual Limited 20yrs Lisied Shares; 01/12/2013 - 0.0% 1682 - 168
Oid Mutual Limited 25yrs Oter Invesin 01/07/2007 - 0.0% 8409 24 843
Sanlam Limited Call deposit On call - 0.0% 119 (13) 10
Momentum Cal Deposit On call 12 0.0% 2228 (1) 224
Inveskec Cal deposit On cal 4 0.0% 830 (0) 83
Municipality sub-total 181 60 395 (22972) 3760
Entiies - - - -
RECOMMENDED

1. That cognisance be taken of the contents of the report;

2. That the Executive May considers the rep/, —~

L S; &ENKAMP

ACTING CHIEF FINANCIAL OFFICER
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COMMENTS: MUNICIPAL MANAGER

RECOMMENDED

1. That cognisance be taken of the contents of the report.

2. That the £xecutive Mayor considers the report.

MUNI
EJHF/ef
2015-06-17

MANAGER
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RECOMMENDATIONS OF THE PC1 COMMITTEE MEETING

1. That cognisance be taken of the contents of the report.
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