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Glossary

Adjustments budget - Prescribed in section 28 of the MFMA. The formal
means by which a municipality July revise its annual budget during the year.

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

Budget - The financial plan of the Municipality.

Budget related policy - Policy of a municipality affecting or affected by the
budget, examples include tariff policy, rates policy, credit control and debt
collection policy.

Capital expenditure - Spending on assets such as land, buildings and
machinery. Any capital expenditure must be reflected as an asset on the
Municipality’s balance sheet.

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 July not be paid in the same period.

DORA - Division of Revenue Act. 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.

Fruitless and wasteful expenditure - Expenditure that was made in vain and
would have been avoided had reasonable care been exercised.

GFS - Government Finance Statistics. An internationally recognised
classification system that facilitates like for like comparison between
municipalities.

GRAP - Generally Recognised Accounting Practice. The new standard for
municipal accounting.

IDP - Integrated Development Plan. The main strategic planning document of
the Municipality.

MBRR - Local Government: Municipal Finance Management Act (56/2003):
Municipal budget and reporting regulations.

MFMA - Local Government: Municipal Finance Management Act (56/2003).
The principle piece of legislation relating to municipal financial management.
Sometimes referred to as the Act.
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¢ MIG - Municipal Infrastructure Grant.

¢  MTREF - Medium Term Revenue and Expenditure Framework. A medium term
financial plan, usually 3 years, based on a fixed first year and indicative
further two years budget atlocations. Also includes details of the previous and
current years’ financial position.

* 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 muitiplied by the
rate in the rand.

* SDBIP - Service Delivery and Budget Implementation Plan. A detailed plan
comprising quarterty performance targets and QUARTERLY budget estimates.

e Strategic objectives - The main priorities of the Municipality as set out in the
IDP. Budgeted spending must contribute towards the achievement of the
strategic objectives.

* Unauthorised expenditure - Generally, is spending without, or in excess of,
an approved budget,

* Virement - A transfer of budget.

e Virement policy - The policy that sets out the rules for budget transfers.
Virements are normally aliowed within a vote. Transfers between votes must
be agreed by Council through an Adjustments Budget.

» Vote - One of the main segments into which a budget. In Emthanjeni
Municipality this means at directorate level.

Page 5 of 27



PART 1 - IN-YEAR REPORT

Section 1 - Mayor’s Report

1.1 In-Year Report - QUARTERLY Budget Statement

The QUARTERLY budget statement for June 2017 has been prepared to meet
the legislative requirements of the Municipal Budget and Reporting
Regulations.

The audited outcomes for 2015/2016 reflected in this report are Final for June
2016 as the Annual Financial Statements were completed and submitted to
and audited by the Auditor General on 31 August 2016.

1.1.1 Financial problems or risks facing the municipality

There are no financial problems affecting the municipality. Monitoring and
implementation of the capital projects remains a priority.

1.1.2 Relevant information

Year-to-date operating revenue realised is -8 % below the year-to-date budget
for June 2017.

The abnormally high revenue includes the annual property rates and other
fixed service charges billed to consumers for the 2016/2017 financial year,
this situation arose because certain customers being billed QUARTERLY. As
well as operating grants received that exceeds the QUARTERLY budget the
reason for this being that the there was no payment schedule available at the
time of concluding the budget.

Operating expenditure incurred amounts to -11% below the year-to-date
operating expenditure. 73.81% of the total capital budget has been spent at
30 June 2017, with 73.41% of that being funded from capital grants.!

! Table C5 - Capital Expenditure (municipal vote, standard classification and funding)
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Section 2 - Resolutions
IN-YEAR REPORTS 2015/2016

This is the resolution that wilt be presented to Council when the In-Year
Report is tabled:

RECOMMENDATION:

(a} That Council notes the QUARTERLY budget statement and supporting
documentation for June 2017,

Section 3 - Executive Summary

3.1  Introduction

As already stated in the Mayor’s Report the financial figures reflected in this
report are final for June 2016 as the Annual Financial Statements were
completed and submitted to and audited by the Auditor General on 31 August
2016.

3.2 Consolidated performance
3.2.1 Against annual budget (original approved and latest adjustments)

Revenue by Source

Year-to-date revenue realised R16, 604 million below year-to-date budget
projections for June 20172,

Operating expenditure by type

Year-to-date expenditure is -11% or R24, 177 million, below the year-to-date
budget as at 30 June 2017.

Refer to Section 4 - Table C4 for further details on both revenue by source and
expenditure by type.

2 Table C4 - Total revenue by source {excluding capital transfers and contributions)
ITable C4 - Total expenditure by type
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Capital expenditure

Year-to-date expenditure on capital amounts to R13, 536 million or 73.81% of
the capital budget of R18.339 million?, 73.41% of expenditure to date has been

funded from cagpital grants recogniseds.

Refer to Section 4 - Table C5 for more detail.

Cash flows

The financial year commenced with positive cash & cash equivalents balance

of R7, 524 million® and this has decreased by R1, 860 million during the year-
to-date to R 5, 664 million.

Refer to section 4 - Supporting Table €9 and Section 7 for more detail on the

cash position.

3.3 Material variances

REVENLE BY SOURCE

Property rates

Service charges - electricity revenue
Fines

Licences and permits
EXPENDITURE BY TYPE
Debtimpairment

Depreciation & asset impairment
Other expenditure

CAPITAL EXPENDITURE

Road Iransport

Electricity

Water

Waste waler management
Cash Flow

Service charges

Cther revenue

Capital assels
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3.4 Remedial or corrective steps

REVENUE BY SOURCE

Property rates

Service charges - electricily revenug
Fines

Licences and permits
EXPENDITURE BY TYPE

Debt impairment

Depreciation & asset impairment

Other expenditure

Capital assets

Road transport

Electncity

Water

Waste water management

Cash Flow

Service charges

Other revenue

Capilal assets

The farmers property rates are charged yearly
and thus the actual amount is higher than the
budgeted amount

Due to high usuage of pre-paid electricity during
months the estimated revenue was expected io
he more

Are Done at year end

Are Done at year end

other expenditure was estimaled to be higher

Slow capital spending

Slow capitat spending

Slow capital spending

Slow capital spending

Slow collection due to customers not paying
accounts

Slow capital spending

4Table C5 - Total capital expenditure

The current situation will correct itself during the
financial year

The cusrent situation will be corrected in the
adjustment budget

The situation will be fixed at year end
The situation will be fixed at year end

The situation will be laken into account when
drawing up the adjustment budget of 2016-17

The situation will be taken into account when
drawing up the adjustment budget of 2016-17

The situation will be taken inlo accounl when
drawing up the adjustmen! budget of 2016-17

The situation will be taken inlo account when
drawing up the adjustment budget of 2016-17

The situation will be taken into account when
drawing up the adjustment budget of 2016-17

Continued Enforcing of the credit collection
policy &s well as looking to adjusted the
estimated revenue collection

The situation will be taken into account when
drawing up the adjusiment budget of 2016-17

3 Table €5 - Capital Expenditure (municipal vote, standard classification and funding)

6Table C7 - Cash flow {cash and cash equivalents = cashbook and current investment
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Section 4 - In-year budget statement tables

4.1 QUARTERLY budget statements
4.1.1 Table C1: s71 QUARTERLY Budget Statement Summary

NCO073 Emthanjeni - Table C1 Monthly Budget Statement Summary - Q4 Fourth Quarter

2015/18 Budget Yoar 2016117
Daoscription Audited Original Ad]usted Monthty YearTD YoarTD ¥TD ¥TD Full Yoar
Outcome Budget Budget aclual actual budget variance | varlance | Forscast
R thousands %
Financial Performance

Proparty rotas 26 257 30685 N e6s 1250 30 755 30 665 a0 0% 30 665

Setvice charges 107 287 106 383 928 940 B 623 103 885 111 693 {7 808) T 106 383

Invastment rav anue 1201 808 808 1 105 206 (701) -B7% 806

Transfors recognised - cperatanal 40 262 41210 41 210 - 3669 39 983 {3 292) 8% a1 210

Other own revenue 23 867 | 515 38515 4079 28 961 33854 {4 893) -14% 38 515
TolT Heveniio (onclading capilal Fansiars 198 864 217 580 210 136 13 982 200 397 217001 | (16 604} B% 217 580
and contrtbutions)

Employ ee costs 70 984 69 838 59828 6 155 71747 §7 558 4 189 6% 69 838

Romuneraton of Councillors 440 5046 5046 398 4 706 5 046 (340) 7% 5§ 046

Dapreciaton & azset impairment 62 17 337 7337 - 7337 {7 337) -100°%%| ik g

Finance charges 1761 5468 5 468 245 1019 5 468 {4 450) -81% S 468

Maiearals and bulk purchases 66 010 73854 73894 a 140 71092 73894 {2 801) 4% T3 8594

Trangfers and granis 247 . - - - - - -

Other ax panditute 60 319 54 381 54 381 4 520 a4 577 58015 | (13438) -23%| 54 38t
Total Expenditure 265 B4D 215 964 215984 19 457 193 141 21T N8 | (24177} 1% 215964
Surplusi(Deficit} (66 975) 1618 {5 828)| (5 495)| 7 256 (317} 7573 ~2391% 1 618

Transfers recoghised » copital 9 539 14 602 14 602 - 5430 12 202 {6 772) -68% 14 602

Coninbutons & Contibuted assets - - -

Surplus/{Deficit) afler capital transfers & (5T 437) 16 218 B774 15 495)] 12 686 11 885 8a1 1% 16 218
contributions

Shara of surplus/ {deficit) of associae - - - - -
Surplusf/ (Deflcit) for the year {57 437) 16 218 B774 15 495)) 12 686 11 885 6801 T% 16 28
Capital exponditusre & funds sourcas
Capital axpenditure 11 648 20739 18 239 1 569 13 536 18 339 {4 BO4) -26% 20 739

Capital fransiers recogrised 10 185 138058 11 508 1500 9938 11 505 {1 567) 4% 13 905

Pubkc contnbutons & donabons - - - = - - -

Borrewing 1156 - - - - - -

Intgrnally generated furids 295 &84 6834 63 3 598 6834 {3 236) -A7% 6834
Tetal scurces of caplial funds 11 646 20739 18 339 1569 13 536 18 339 {4 804) -26% 20 739
Financial position

Total cument aziats 138 300 110 700 110 700 140 740 10 700

1uial non current assets 832 598 937 687 937 87 832 751 937 €87

Totxd cumenl linkilites 61 066 31639 1629 110 206 3639

Tetal non curren) liablities 47 126 36071 3607t 1428 36 071
Community wealth/Equity 862 806 080 677 980 677 861 857 980 677
Cash flows

Net cash from {used) operating 21912 3 890 23 89O {2 387) 22022 22 890 1868 8% 23890

Met cash fom {used) investing {11 554) (30 E10) {20 610} {1 554) {12 316) {20 610} {8 294) 40%. {20 610)

Mat cash kam [used) financing {1528) {590) {590} {8} {634) (475) 158 .33% (590)
Cashicash equivalents at the monthlyear and 7524 1706 1706 - 18 596 1820 | {14 7T6)} ~B12%| 10 214

Dabtors & creditors analysis 0-30 Days | 31-60 Days | £1-90 Days | 91-120 Days | 121-150 Dys | 151-180 Dys 18: 5:'. Cver 1¥r Total
Dabtors Aga Analysis
Tetal By 'ncome Saurce - 7568 3069 2825 5757 2 468 22 62 44 308
Craditors Age Analysis
Tolal Creditors S 605 - - - - - & 605
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Chart C1 201617 Capital Expenditure Monthly Trend: actual v target
Month 201516 Original Budge! Adjusted Budg: Monthly actual
Jud 63 1 456 1456 442
Aug 50 - 5033 5033 2113
Sep 378 461 461 891
Oct 2897 1396 13% 1449
[Mov 734 4263 4263 1347
Dec 40 753 753 (163}
Jan 1127 £98 698 799
Feb 53 1791 1791 1266
Mar 2700 3222 3222 447
Apr 1130 1115 1115 700
May 896 310 310 2675
Jun 1099 242 242 1569

Chart C2 2016/17 Capital Expenditure: YTD actual v YTD target

Month YearTD actual YearTD budget|

Jul 442 1456

Aug 2555 6490

Sep 3447 6950

QOct 4895 8346

Nov 6243 12609

Dec 13361

Jan #VALUE! 14 060

Feb #VALUE! 15851

Mar #VALUE! 19073

Apr #VALUE! 20187

May AVALUE! 20497

Jun #VALUE! 20729
[Chart C3 Aged Consumer Debtors Analysis |

0-30 Days 3-60Days  61-90Days  91-120Days 121-150Dys  151-180Dys 181 Dys-1Yr Over 1¥Yr

Budget Year 2016/ - 7568 3069 2825 5757 2468 22621

201516 - 20621 3404 27 2414 2261 5844



[Chart C4 Consumer Debtors (total by Debtor Customer Category)

201516 Budget Year 2016/17

Organs of State 3548 3657

Commercial 3055 3148

Households 33623 34 663

Other 2754 2829
[Chart C5 Aged Creditors Analysis Il

Bulk Electricity Bulk Water ~ PAYE deductiol VAT {output ies Pensions ! Reti: Loan repaymen Trade Creditors Auditor Genera

201516 -

- 1 -
Budget Year 2016/ - - - . - - & _






Chart C1 2016/17 Capital Expenditure Monthly Trend: actual v {

6000 000
5000000 1
4000000 4
g 00000 _
= l [
2000000 {7 * f
;
1000000 :
1000000 L L L _
| dul | Avg | sep | Oct | Nov | Dec | Jen | Feb | Mar | Apr | Way
021516 62 698 (529 814377 785p897 104734 207| 39 627 1127 399 52 732 699 971120 920696 3
C10riginal Budget 1456 035033 404460 6841396 1041262 594752 546(698 3271790 74222 621314 761310 0
@ Adjusted Budget 1456 0965033 408460 6841396 1041262 504752 546,698 3271790 7441222 021114 761310 0

a] Mon!hly actual .441 805

2113 39 331 405

1448 6971347 244163 347799 3534266 294446 874 699 764p67A €

RGO

OYearTD actual E 441805 2555 200

Chart C2 2016/17 Capital Expenditure: YTD actual v YTD
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Chart C4 Consumer Debtors (total by Debtor Customer Categol
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