EMTHANJENI MUNICIPALITY

SEPTEMBER 2015
QUARTERLY BUDGET
STATEMENT

&



SCHEDULE C:

QUARTERLY AND SUPPORTING
DOCUMENTATION OF A
MUNICIPALITY

Copies of this document can be viewed:

e In the foyers of all municipal buildings
e All public libraries within the municipality
. At www.emthanjeni.co.za

Page 2 of 31



Table of Contents

T Dl 0T CONBEIIES s smisiiisssmissmensnimasanenssmomsmsanesssnssatstmeas Ao oo aSAOESS 1
BBy ciitiisisiansssniansarsnsnnenenassossnsmrasas nenssmesmames chmsens s s REma R A O S VS RS 3
PART 1 - IN-YEAR REPORT ......ouitiieieeieieeeeeeceee et 5
Section 1 - MaYOr’s REPOIL ...o.eviuiiieecee it 5
e AR T T SO ———————————— 6
Section 3 -~ Executive SUMMETY e miin i s i 6
Section 4 - In-year budget statement tables ..........coovevvveereeeeeeeeeeeo 8
PART 2 - SUPPORTING DOCUMENTATION ...oovovevieiieceeeereeeeeeee e 16
Section 5 - Debtors’ @analysis ......ccevieieiieiiciiieeeeeeeeceeeeee e 16
Section 6 - Creditors’ analySis.........cocicevceiciieeereeeeeeeeeseees e e 17
Segtion 7~ Tavestment portfolio-analysis..ciswienmmss s 18
Section 8 - Allocation and grant receipts and expenditure ...................... 20
Section 9 - Expenditure on councillor and board members

allowances and employee DENETItS ...........ccovveeeereeeeeeeeeee oo 22
Section 10 - Capital programme performance..............coceeceeveeveveoierin 22
Section 11 - Material variances to the SDBIP...........cccccceveevvmmeeeeeeenann, 27
Section 12 - Parent municipality financial performance.............oovoun.... 27
Section 13 - Municipal entity SUMMary .......ccoeeveeeeeeeeerene e 27
Section 14 - In-year reports of municipal entities attached to the
MUNICipality's iN-YEAr rePOIt ..........coeeeuveiieiciieeeeeeeeee e e 27
Section 15 - Other supporting documentation...........cccceveeveeeveevreveeeennnn, 27
Section 16 - Municipal manager’s quality certification...........cocoooevvvennnn.. 28

Page 3 of 31



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.

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 may 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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e MIG - Municipal Infrastructure Grant.

e 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 allocations. Also includes details of the
previous and current years’ financial position.

e Operating expenditure - Spending on the day to day expenses of the
Municipality such as salaries and wages.

e 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.

e SDBIP - Service Delivery and Budget Implementation Plan. A detailed plan
comprising quarterly 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.

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

e Virement - A transfer of budget.

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

e Vote - One of the main segments into which a budget. In Emthanjeni
Municipality this means at directorate level.
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PART 1 - IN-YEAR REPORT

Section 1 - Mayor’s Report

1.1 In-Year Report - Quarterly Budget Statement

The quarterly budget statement for September 2015 has been prepared to
meet the legislative requirements of the Municipal Budget and Reporting
Regulations.

The audited outcomes for 2014/2015 reflected in this report are draft as the
figures were not yet reported to the office of the auditor general and as such
are subject to change.

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 22% above the year-to-date budget
for September 2015.

The revenue includes the annual property rates and other fixed service
charges billed to consumers for the 2015/2016 financial year.

Operating expenditure incurred amounts to 12% below the year-to-date
operating expenditure. 1.44% of the total capital budget has been spent at 30
September 2015, with 91.2% 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 will be presented to Council when the In-Year
Report is tabled:

RECOMMENDATION:

(a) That Council notes the quarterly budget statement and supporting
documentation for September 2015.

Section 3 - Executive Summary
3.1 Introduction

As already stated in the Mayor’s Report the financial figures reflected in this
report are draft figures for 2014/2015 and as such are the outcomes are based
on the municipality’s in-year reports and are subject to change.

3.2 Consolidated performance

3.2.1 Against annual budget (original approved and latest adjustments)
Revenue by Source

Year-to-date revenue realised 22%, R11.408 million above year-to-date
budget projections for September 201 52,

Operating expenditure by type

Year-to-date expenditure is 12% or R6.575 million, below the year-to-date
budget as at 30 September 2015.

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

ZTable C4 - Total revenue by source (excluding capital transfers and contributions)

3Table C4 - Total expenditure by type
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Capital expenditure

Year-to-date expenditure on capital amounts to R593 thousand or 0.88% of
the capital budget of R67.3 million®. 87% of expenditure to date has been

funded from capital grants recogm’sed5.

Refer to Section 4 - Table C5 for more detail.

Cash flows

The financial year commenced with positive cash & cash equivalents balance
of R3, 624million® and this has increased by R18, 995 million during the year-
to-date to R 22, 579 million.

Refer to section 4 - Supporting Table C9 and Section 7 for more detail on the

cash position.

3.3 Material variances
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Ref Description
Variance
R thousands
1 Revenue By Source
Property rates 10 445
Transfers recognised - operational 9800
Other revenue {(1251)
2 | Expenditure By Type
Debt impairment (1905)
Depreciation & asset impairment (1541)
Bulk purchases 4 865
Other expenditure (3 606)
3 | Capital Expenditure
Road transport (1954)
Water (1683)
Waste water management (5951)
4 Financial Position
5 | CashFlow
Other revenue 235
Govemment - operating 14 518
Govemment - capital (565)
Capital assets (4 599)




3.4 Remedial or corrective steps

Description

R thousands

Reasons for material deviations

Remedial or corrective steps/remarks

| Revenue By Source

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

The current situation will correct itself during the

Property rates amount. financial year
Transfers recognised - Payment schedule was only made available after the The current situation will be corrected in the
operational start of the financial year adjustment budget

Due o high usuage of pre-paid electricity during winter

months the estimated revenue was expected to be The current situation will be corrected in the
Other revenue more adjustment budget

Expenditure By Type

Debt impairment

Are Done at year end

The situation will be fixed at year end

Depreciation & asset impairment

Are Done at year end

The situation_will be fixed at year end

Bulk purchases

Due to high cost of eskom winter tariffs

The current situation will be corrected in the
adjustment budget

Other expenditure

other expenditure was estimated to be higher

The current situation will correct itself during the
financial year

Capital Expenditure

The current situation will be corrected in the

Road transport Slow capital spending adjustment budget
The current situation will be corrected in the
Water Slow capital spending adjustment budget
The current situation will be corrected in the
Waste water management Slow capital spending adjustment budget
| Cash Flow
Due to high usuage of pre-paid electricity during winter
months the estimated revenue was expected to be The current situation will be corrected in the
Other revenue more adjustment budget
Payment schedule was only made available after the The current situation will be corrected in the
Govemment - operating start of the financial year adjustment budget
Payment schedule was only made available after the The current situation will be corrected in the
Govemment - capital start of the financial year adjustment budget

Capital assets

Slow capital spending

The current situation will be corrected in the
adjustment budget

“4Table C5 - Total capital expenditure

> Table C5 - Capital Expenditure (municipal vote, standard classification and funding)

Table C7 - Cash flow (cash and cash equivalents =
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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 - Q1 First Quarter

2014115 Budget Year 2015/16
Description Audited Original Adjusted Monthly YearTD YearTD YTD YTD Full Year
Outcome Budget Budget actual actual budget variance | variance | Forecast
R thousands
Financial Performance
Property rates 21805 27 503 27 503 999 16 027 6 876 9151 133% 27 503
Service charges 86 968 108 111 108 111 8 092 25 416 27 028 (1612) -6% 108 111
Investment revenue 950 715 715 1 28 179 (1561) -84% 715
Transfers recognised - operational 40 278 40 601 40 601 173 16 739 10 150 6 589 85% 40 801
Other own revenue 26 895 34 768 34 768 3153 6121 8 692 (2 671) -30% 34 768
Total Revenuse (excludifig capital transfers 176 996 211 697 211 697 12 417 64 332 52924 1 11408 22% 211 697
and contributions)
Employ ee costs 61 975 66 804 66 804 6 230 16 393 16 701 (308) -2% 66 804
Remuneration of Councillors 4 083 4 580 4 580 338 1 004 1145 (141) 12% 4 580
Depreciation & asset impairment 1 9 248 9 248 - - 2312 (2312) -100% 9 248
Finance charges 588 2 556 2 556 166 200 639 (439) -69% 2 556
Materials and bulk purchases 53 357 61743 61 743 7 067 21 248 15 436 5812 38% 61743
Transfers and grants 10 898 12 938 12 938 959 3503 4 040 (537) -13% 12 938
Other ex penditure 31 966 63 028 63 028 2 352 6 301 14 950 (8 650) -58% 63 028
Total Expenditure 162 868 220 896 220 896 17 112 48 648 55 223 (6 575) -12% 220 896
Surplus/(Deficit) 14 128 (9 199) (9 199) (4 695) 15 684 (2 299)} 17982 -782% (9 199)
Transfers recognised - capital - 56 665 56 565 500 1 500 14 141 (12 641) -89% 56 565
Contributions & Contributed assets - — - w - = - -
Surplus/{Deficit) after capital transfers & 14 128 47 366 47 366 (4 195) 17 184 11 843 5 341 45% 47 366
contributions
Share of surplus/ (deficit) of associate - - - = = = - -
Surplus/ (Deficit) for the year 14 128 47 366 47 366 (4 195) 17 184 11 843 5341 45% 47 366
Capital expenditure & funds sources
Capital expenditure 14 559 67 344 67 344 378 970 16 086 (15 116) -94% 67 344
Capital ransfers recognised 13 941 55 958 55 958 369 885 13989 | (13 105) -94% 55 958
Public contributions & donations = - - = = L . -
Borrowing - 5 046 5046 - - - - 5 046
Internally generated funds 618 6 341 6 341 9 85 2 097 (2 011) -86% 6 341
Total sources of capital funds 14 559 67 344 67 344 378 970 16 086 | (15 116) -94% 67 344
Financial position
Total current assets 121 617 109 842 109 842 130 017 109 842
Total non current assets 939 617 944 097 944 097 903 946 944 097
Total current liabilities 103 049 33 313 33313 98 510 33313
Total non current liabilities 3166 67 490 67 490 2348 67 490
Community wealth/Equity 955 019 953 136 953 136 933 105 953 136
Cash flows
Net cash from (used) operating 17 284 55 260 565 260 (5727) 16 176 18 420 2244 12% 55 260
Net cash from (used) investing (13 421) (59 374) (59 374) {378) (970) (19 791)¢ (18 821) 95% (59 374)
Net cash from (used) financing (2 564) 1096 1096 (508) (836) 365 1201 329% 1096
Cashicash equivalents at the month/year end 1595 606 606 - 13 088 2618 | (10 470) -400% {4 300)
: . 181 Dys-
Debtors & creditors analysis 0-30 Days 31-60 Days | 61-90 Days | 91-120 Days | 121-150 Dys | 151-180 Dys 7 Over 1Yr Total
Debtors Age Analysis
Total By Income Source - 10 266 4734 14 276 2 566 2271 9 446 - 43 559
Creditors Age Analysis
Total Creditors 11 597 - - = - - - - 11 597
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