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Glossary

Adjustments budget - Prescribed in section 28 of the MFMA. The formal
means by which a municipality 1ST QUARTERLY 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 1°* QUARTERLY 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 allocations. 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 multiplied by the
rate in the rand.

* SDBIP - Service Delivery and Budget Imptementation Plan. A detailed plan
comprising quarterly performance targets and monthly budget estimates.

» 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.

¢ 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.

¢ Vote - One of the main segments into which a budget. Iin 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 - Monthly Budget Statement

The 1% Quarterly budget statement for September 2017 has been prepared to
meet the legislative requirements of the Municipal Budget and Reporting
Regulations.

The audited outcomes are draft for 2016/2017 reflected in this report are
draft for 1°** QUARTERLY 2017 as the Annual Financial Statements are not
completed and will be submitted to and audited by the Auditor General on 31
August 2017.

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 18 % above the year-to-date budget
for 1°* QUARTERLY 2017.

The abnormally high revenue includes the annual property rates and other
fixed service charges billed to consumers for the 2017/2018 financial year,
this situation arose because certain customers being billed monthly. As well as
operating grants received that exceeds the monthly 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 -7% below the year-to-date
operating expenditure. 12.5% of the total capital budget has been spent at 1st
QUARTERLY 2017, with 71.85% 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 monthly budget statement and supporting
documentation for 1st QAURTERLY 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 1t QUARTERLY 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 R9, 935 million above year-to-date budget
projections for 1 QUARTERLY 20172.

Operating expenditure by type

Year-to-date expenditure is -7% or R3, 891 million, below the year-to-date
budget as at 30 1** QUARTERLY 2017.

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

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

Year-to-date expenditure on capital amounts to R4.921 or 12.5% of the capital
budget of R39.082 million*, 71.85% of expenditure to date has been funded
from capital grants recognised5.

Refer to Section 4 - Table C5 for more detail.
Cash flows

The financial year commenced with cash & cash equivalents balance of R7,
524 million® .

Refer to section 4 - Supporting Table C% and Section 7 for more detail on the
cash position.

3.3 Material variances

Cescription
Variance

R thousands
Revenue by source
Property rates 9662
Service charges - eleclricily revenue {1302)
Fines (841}
Licences and permils (369}
Expenditure by type
Debt impairment (1899)
Depreciation & asset impairment (2 264)
Other expenditure (984)
Capital expenditura
Road transport (1792)
Electricity @1
Water (3 203)
Waste water management {5)
Cash Flow
Service charges {6 451)
Olher revenue {2673)
Capital assets {4 849)
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3.4 Remedial or corrective steps

NC073 Emthanjeni - Supporting Table SC1 Material variance explanations - M03 1st Quarterly

Ref Description

Reasons for material deviations

Remedtal or corrective stepsiremarks

1 Revenue By Source

Propery mtes

Service charges - electricity revenue
2 | Expenditure By Type
Debt impairment

Depreciation & asset impairment

Cither expenditure
3 | Capital Expenditure

Road transport

Electricity

Waler

Waste water management

5 Cash Flow

Senvice chames

Capital assels
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The farmers properly rales 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 expecied to be
more

Are Done at year end

Are Done at year end

other expenditure was estimated (o
be higher

Slow capital spending

Slow capital spending

Slow capital spending

Slow capital spending

Slow collection due to customers not
paying accounts

Slow capital spending

The current situation will correct itself during the
financial year

The current 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 taken 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 into account when
drawing up the adjustment budget of 2016-17

The situation wil be taken into account when
drawing up the adjustment budgel of 2016-17

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

Continued Enforcing of the credil collection
policy as well as looking to adjusted the
estimated revenue collection

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




4Table €5 - Total capital expenditure
3 Table €5 - Capital Expenditure (municipal vote, standard classification and funding)
6Table €7 - Cash flow (cash and cash equivalents = cashbook and current investment
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Section 4 - In-year budget statement tables

4.1 Monthly budget statements

4.1.1 Table C1: s71 Monthly Budget Statement Summary

NCO073 Emthanjeni - Table C1 Monthly Budget Statement Summary - Q1 First Quarter

2016117 Budget Year 201718
Description Audited Original Adjusted Monthly YearTO YeurTD Y10 YD Full Year
Outcome Budget Budget actual actual budget variance | variance | Forecast
R thousands %
Financial Performance
Property rates 30 755 27 763 27 763 705 18 603 6941 9662 139% 30 665
Service charges 103 B8S 119 678 119 676 9419 27 510 29919 [2 400 -B% 106 383
vesiment revenue 105 931 831 - 39 233 {193} -83% BOG
Transkers recognised - op@rabonal 36 691 40 761 40 761 140 16 119 10 190 5928 5B8%, 41 210
Cther own revenue 28 961 36 126 36 126 2442 5978 901 {3053 -34% 38515
| Yofal Revenue (exciuding capital ransters 200 397 225 257 226 257 12 706 66 249 56314] 9935 13% 217 580
and contributions)
Employ ea costs 747 76 930 76 930 5115 18 839 19 232 (393) 2% 69 838
Remuneraton of Councillors 4708 5275 5275 i) 1193 1319 (126) -10% 5046
Depreciabon & assetl impaiment - 9 056 9 056 - - 2 264 12 264) -100% 73
Finance chames 1019 24055 2055 0 9 514 (505) -98% 5 468
Matenals and bulk purchases 71082 79 832 79 832 B335 23709 19 958 3752 19%, 73 694
Transkers and grants o = = = = = L =
Cther ax penditung 44 577 50 696 50 636 4793 10 030 14 385 (4 355) -30%, 54 381
Total Expenditure 193 441 223 043 23842 19 541 53 780 57 672 {3 891) % 215964
Surplus/(Deficit) 7 256 1414 1414 {6 935) 12 469 (1358)f 13826 -10t8% 1616
Transiers recognised - capital 5430 12 X2 32 292 - 9 000 8073 927 11t 14 602
Conribistons & Coninbuted assets - - - - - - - -
Surptus/{Daficit) after capital transfers & 12 686 33706 33 706 (6 925) 21 469 86715| 14753 220% 16 218
contributions
Fhare of surplus/ (defcit} of associar - - - - - - = -
Surplus/ (Deficit) for the year 12 686 33 708 33 706 (6 935) 21 469 6715 14 753 220% 16 218
Capital expenditure & funds sources
Capital expendliure 13 536 39 082 39 082 2275 4941 9770 (4 849} -50% 20739
Capital transfers recognised 9338 32 292 32 292 1159 353 BO73 (4 537} 5E% 13905
Public coninbutons & donatons - - - - - - = =
Borrow ing 1156 - - - - = = =
internally penerated funds 1598 6790 6 790 1117 1385 1697 (312) -18% 6834
Total sources of capital funds 14 692 39 082 39 082 22375 4921 9 770 {4 849), -50% 0739
Einancial position
Total current assels 138 300 110 700 110 700 142 269 110 700
Total non cumment assets 832 698 937 687 937 687 788 185 937 687
Total current liatikies 61 066 31639 N 639 96 843 31639
Total non current liabdites 47 126 36071 3607 8851 36 a7t
Community wealth/Equity 862 806 980 677 980 677 822 659 980 677
Cash flows ]
Met cash fom {used) operating 22022 38753 8753 (6 481) 20 105 9 688 ‘. (10417 -108% 23 890
Netcash fom {used) inv&sting {12 118} (38 814) (38 B14) 2271) (4 917) 9704)| {4786 49%| (20 610}
Net cash fom (used) fnancing {1 528) (478} 1478) 12 18 {549)| (568) 103% {550)
Cash/cash equivalents at the monthlyear end 6 872 6 985 6985 - 22730 6958 | (15770 +227% 10 214
Debtors & creditors analysis 0-30 Days | J1.60 Days | 61-90 Days | 91-120 Days | 121.150 Dys | 151.180 Dys “: 3:‘ QOver 1¥r Total
Debtors Age Analysis
Tolal By Income Source - 9973 5 448 17 485 277 2279 30627 - 68 539
Creditors Age Analysis
Total Creditors 8 s0t - - - - - - - 8 501
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