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BUDGET AND TREASURY OFFICE 

 

To : The Mayor 

 : Provincial Treasury 

 : National Treasury 

 : Cooperative Governance Human Settlement and Traditional Affairs 

 : All Strategic Managers 

 : Staff 

   : Interested Members of the Community 

 : Any other stakeholder 

 

SUBJECT: SECTION 52 REPORT FOR THE PERIOD ENDED 30 JUNE 2023 

 

 PURPOSE 

The purpose of this report is to comply with section 52 of the MFMA and the requirements as 

promulgated in the Government Gazette No 32141 of 17 April 2009 (Municipal Budgeting 

Monitoring and Reporting Regulations: MBMRR) 

STRATEGIC OBJECTIVE 

To provide up to date financial and non-financial information to all interested parties as 
prescribed by MFMA. 

BACKGROUND 

Section 72 of the MFMA and in terms of Section 28 of the Government Notice 32141 dated 17 
April 2009, regarding the “Local Government: Municipal Finance Management Act 2003 
Municipal Budget and Reporting Regulations” necessitates that specific financial particular 
be reported on and in the format prescribed, hence this report to meet legislative compliance. 

“The accounting officer of a municipality must by 25 January of each year- 

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

 (I) The monthly statements referred to in section 71 for the first half of the financial year, 

(ii) The municipality ‘s service delivery performance during the first half of the financial year, 
and the service delivery targets, and performance indicators set in the service delivery and 
budget implementation plan 
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EXECUTIVE SUMMARY 

 

1. INTRODUCTION 

 

The quarterly budget statement is prescribed in the MFMA and seeks to report on the 
implementation of the adopted IDP and budget.  

The report covers revenue performance, operating expenditure performance, capital 
expenditure performance, and grant received, and grants spend, cash flow, financial 
position, and investment portfolio, and external loans, debtors and creditors age analysis. 

 

The tables are also prescribed by the MFMA with intention to bring comparability of financial 
and non-financial information across all municipalities. The report must be read together 
with the SDBIP for better understanding. 

The budget monitoring and reporting office relies on various internal stakeholders to provide 
information for this report.  

The financial result for the period ending 30 June 2023 is summarised as follows. 

Description 

   YTD 

YTD 
Actual 
(R’000) 

Variance% 
R'000 

Annual 
Budget 

 
(R’000) 

Adjustment 
budget Budget 

(R’000) 
  

(R’000) 

Total Revenue 
excluding 
capital receipts  

867 841 

 
 
 

867 841 867 841 750 359 14% 

Total Operating 
Expenditure 

 
(798 816) 

 
 

(902 673) 

 
(902 673) 

 
(710 397) 

 
-21% 

Operating 
surplus / 
(deficit) 

 
 

69 025 

 
 
 
 
 

(34 832) 

 
 

(34 832) 

 
 
 
 
 

39 962 
 
 

 

 
 

-7% 

 

The adjusted budget for 2022/23 has an operating actual surplus of R 39 962 000. Actual 

Operating revenue excluding capital receipts amounted to R 750 359 000 while actual 
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operating expenditure amounted to R 710 397 000. Thus, resulting in an operating surplus 

of R 39 962 000 as at the end of 4th quarter. 
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1.2 REVENUE PER SOURCE 

The table below shows 4th Quarter revenue performance per source.  

 

• Revenue for property rate and refuse removal is based on an accounting concept called 

accrual basis where revenue is recognised as and when a transaction occurs not when 

actual cash is received. 

• Operational revenue recognised excluding capital receipts  as at the end of the fourth 

quarter amounted to R 750 359 000.  

• The planned revenue collection target of R 867 841 000 as at end of  forth quarter ended 

June 2023  underperformed   by  14%. 

• There has been satisfactory performance on revenue recognized on some of the 

revenue streams however some revenue streams did not perform as anticipated as at 

the end of the quarter. 

 

• Below are explanations on over/under performance on other sources of revenue: 

 

Revenue from exchange transaction 

• Property Rates shows a variance of 12 % as compared to the budgeted billed revenue 

because the is no longer billing for properties on unproclaimed areas. The will be a need 

for write-offs of all properties on unproclaimed areas during the adjustment budget. 

• Service Charges shows an under perfomance  of 21% on  billed revenue. This emanated  

from over projections on budget made on refuse removal budget. The budget will be 

revised accordingly to align with the current billed revenue. 

• On rental of facilities and equipment outperformed by 49% and  mainly due to high need 

identified on the use of this facilities. 

• Interest Earned External Investment outperformed by 68% due to fixed investment made 

which yield higher interests.  

• Interest Earned Outstanding debtors underperformed by 59% as a result of   interest on 

outsatanding debtors also include those unproclaimed areas due for write off. 
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• There is an under collection mainly on Licenses and permits of 65 %  against the planned 

budget of R 16 529 million.The variance is due to loadshedding during the current year 

which affected collection drastically.However the Municipality is currently busy with 

procurement of solar panels for future usage to avoid loadshedding. 

• There is satisfactory collection on agency fees and  it is  evidenced by an over collection 

of 45%, however the revenue stream will be revised to accommodate the outperformance 

in the upcoming years. 

Revenue from non-exchange transaction 

• Fines, Penalties and forfeits under performed by 199%. This emanates from late 

processing or raising of debtors to this revenue stream.  

• The transfers recognized from operational grants no under collection on grants and 

subsidies. 

• Other revenue shows an under collection of 81% as at end of the fourth quarter and it is 

as a result of sale of stands projected to be sold in the current year but were not yet sold 

as anticipated.  

 
1.3 FOURTH QUARTER EXPENDITURE PERFORMANCE 
 

The fourth quarter expenditure per type is as follows: 

 

 

• The actual expenditure for the 4th quarter ended June 2023 amounted to R710 397 000 
whilst the planned expenditure was estimated at R 902 673 000. This resulted in a 
variance of R 192 276 000.  

• The variance of R 192 276 000 on the operating expenditure is mainly due to the 
following: 

 

• Employee Costs shows a variance of 12% as a result of vacant posts not yet filled and 
anticipating to fill the posts in the forth quarter. 

• Remuneration for Councilors shows a variance of 3% and it is within an acceptable 
norm. 

• Depreciation and Asset Impairment were not provided for as at the end of the quarter 
due to non-integration of the asset system to Munsoft system 

• Finance costs shows an under performance of 1% due to interest paid on court order on 
Electrification of households which the Municipality did not make any budget provision.  
The budget will be adjusted upward during adjustment to accommodate the expenditure 
already incurred.  
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• Inventory Consumed has a variance of 17%. included in the budgeted amount of 
inventory is allocation of contracted services for current asset management system 
which was erroneously budgeted under inventory GUIDS as per mSCOA classification.  

• Contracted Services shows a variance of 17% and resulted a saving as some of the 
projects were not implemented during the year. 

• Transfers and Subsidies shows a variance of 24% as a result of social relief expenditure 
which was not incurred as anticipated as there was no disaster which emerged as at 
end of the quarter and also the revised indigent policy resulted in saving on indigent 
support. 

• Other Expenditure shows that there is an under performance of 15% which shows 
savings on other operational expenditure for the year 
 

The operating costs results in a surplus of R192 276 million which shows a saving on other 
operational expenditure as at the end of the quarter. 
 
 

. 
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1.4. Capital Budget Performance 
 
 

 

 

 
 

• The actual capital expenditure for the quarter ended June 2023 shows an 
underspending of R 127 771 000 (38%) from planned target of R336 388 000, the 
aggregate actual expenditure amounted to R 208 617- 000 exclusive of VAT. 

• Capital grant expenditure on MIG and INEP funded projects amounted to R142 458 000 
excluding VAT and retention held as at the end of the forth quarter ended June 2023 
and shows 66% spending of the total allocation of R 214 579 000.  
The expenditure on own funded projects amounted to R 63 906 000 as at end of the 
fourth quarter ended June 2023 and percentage spend is 52% on the total allocation of 
R121 809 000. 
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1.5  FINANCAL POSITION 

LIM476 Tubate Feta Kgomo - Table C6 4th Quarter Budget Statement - 

Financial Position June  2023 

 

 

• The net assets show a total of R 2,816 billion as at the end of the 4th quarter ended June 

2023. 

 

1.5Financial Ratios  

 

1. Cash Coverage Ratio 

•The cash coverage ratio shows 1 to 4 months which shows that the municipality has 

the ability to meet its monthly fixed operating commitments from cash and short-term 

investments. 
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2.Liduidity Ratio 

• The current ratio shows a ratio of 1:2 which is within the acceptable norm and 

shows that the municipality can pay its current or short-term obligation as and 

when they fall due. 

•   Collection Rate  

              The collection rate shows that 75% of the billed revenue is collected.  

1.6  CASH FLOW STATEMENT 

 
 
 

• The cash and cash equivalents balance as at end of the 4th Quarter ended 
June 2023 shows R 386 366 million as per the financial system.  
 

 
 

 

 

 

 

 

 

 



 

 

1.6 DEBTORS 

 
The debtor’s report has been prepared on the basis of the format required to be lodged 

electronically with the National Treasury. This format provides an extended aged 

analysis, as well as an aged analysis by debtor type. The summary report indicates 

that customers owe the municipality a staggering R 397, 542 million of which R358,963 

million is more than 90 days old. The bulk of the debt relates to refuse removal and 

property rates.  

1.7 CREDITORS 

 

• As at end of the 4th Quarter outstanding creditors were standing at R76 thousand 

as per financial system. 

 

 

 

 

 

 

 

 

 

 

 

 

 

 



 

 

1.8 INVESTMENT PORTFOLIO 

 

Council’s investment portfolio as June 2023 indicates that R107,372 million was 

invested in various Call accounts as stipulated above. 

The Municipality has a cash and cash equivalent to the tune of R 211,589 million as 

at end of June 2023. 

1.9  EXTERNAL LOAN REPAYMENT AND INTEREST 

• Loans were not applicable in the 4th Quarter ended June since the Municipality 
did not have loan commitments, however included in the borrowings in terms of 
C6 (Financial Position) are finance lease for the office building. 

 

1.10 Proposed solution to address financial sustainability. 

• Included in the debtors age analysis the significant debts are with regards to 

government debt, the office of the CFO had engagement with the national 

department of public works and provincial public works, the two departments 

agreed to settle their outstanding debts pending verification on the numbers by 

the municipality and them. 

1.11 CONCLUSION 

• The 4th Quarter report shows satisfactory performance of both operating 

revenue and expenditure. Savings has been realised on other expenditure items 

and thus shows good performance.  

1.12 RECOMMENDATION 

1.12.1 That the Audit committee notes the Section 52 report for the quarter ended June 

2023. 

1.12.2 That the report is made public in compliance to section 52 of the MFMA. 

1.12.3 That Executive committee take note that errors are been corrected on an ongoing 

basis to avoid non reliability of financial information. 
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 PART 2  
 
MONTHLY BUDGET STATEMENT TABLES  
 
The monthly financial results for the period ended 30 June 2023 attached consisting of the following tables, in 

Annexure A: - 

   

(a) Table C1: Consolidated Monthly Budget Statement – Summary 

(b) Table C2: Consolidated Monthly Budget Statement – Financial Performance (standard Classification) 

(c)  Table C3: Consolidated Monthly Budget Statement – Financial Performance (Revenue and Expenditure by 

Municipal vote) 

(d) Table C4: Consolidated Monthly Budget Statement – Financial Performance (Revenue and Expenditure) 

(e) Table C5: Consolidated Monthly Budget Statement – Capital Expenditure by vote, standard classification 

and funding 

(f) Table C6: Consolidated Monthly Budget Statement – Financial Position 

(g) Table C7: Consolidated Monthly Budget Statement – Cash Flow 

 

Part 2 

(a) Table SC1: Material variance explanations 

(b) Table SC2: Monthly Budget Statement – Performance Indicators 

(c) Table SC3: Monthly Budget Statement – Aged Debtors 

(d) Table SC4: Monthly Budget Statement – Aged Creditors 

(e) Table SC5: Monthly Budget Statement – Investment Portfolio 

(f) Table SC6: Monthly Budget Statement – Transfers and grant receipts 

(g) Table SC7: Monthly Budget Statement – Transfers and grant expenditures 

(h) Table SC8: Monthly Budget Statement – Councillor and Staff Benefits  

 (I) Table SC9: Monthly Budget Statement – Actual and Revised targets for cash receipts 

 (j) Table SC12: Monthly Budget Statement – Capital Expenditure Trend 

(k) Table SC13a: Monthly Budget Statement – Capital expenditure on new assets by asset class 

 (l) Table SC13c: Monthly Budget Statement – Capital expenditure on repairs and maintenance by asset class 

 (m) Municipal manager’s quality certification 

 
 
     


