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REPORT FROM THE CHIEF FINANCIAL OFICER 

SECTION 52 REPORT FOR THE PERIOD 

PURPOSE OF THIS REPORT 
 

The purpose of this report is to  inform the Council on the implementation of 

the budget and financial status of the municipality.  

BACKGROUND 

Section 52(d) of the Municipal Finance Management Act no 56 of 2003 

stipulates that within 30 days of the end of each quarter a report must be 

submitted to Council on the implementation of the implementation of the 

budget and financial state of affairs of the municipality.   

Even though we have got limited resources we are striving in terms of 

expenditure, to spend according to our budget as per the requirement of 

MFMA and report in terms of our budget implementation.  

LEGISLATIVE FRAMEWORK 

 

The Municipal Budget and Reporting Regulations (MBRR) are designed to 

achieve a range of objectives, including improving the local government 

sphere’s ability to deliver basic services by facilitating improved financial 

sustainability and better medium term planning and policy choices on 

service delivery. 

 

This report has been prepared in terms of the following legislative framework: 

 

• The Municipal Finance Management Act – No. 56 of 2003, Sections 71 

& 52, and 

• The Municipal Budget and Reporting Regulations 

 

The MBRR highlights the format of the monthly budget statements as follows: 

 

The monthly budget statement of a municipality must be in the format 

specified in Schedule C and include all the required tables, charts and 

explanatory information, taking into account any guidelines issued by the 

Minister in terms of section 168(1) of the Act. 

 

The objective of these Regulations is to secure sound and sustainable 

management of the budgeting and reporting practices of municipalities by 

establishing uniform norms and standards and other requirements for ensuring 

transparency, accountability and appropriate lines of responsibility in the 



budgeting and reporting process and other relevant matters as required by 

the Act. 

 

FINANCIAL IMPLICATION 

 

None 

 

LEGAL IMPLICATION 

 

Adherence to the Municipal Finance Management Act – No. 56 of 2003, 

Sections 71 & 52 and the Municipal Budget and Reporting Regulations 

 

Adherence to section 6 (3) Supply Chain Regulations 

 

 

RECOMMENDATION 

 

(a) That Council approves the content of this report and supporting 

documentations for the third quarter of 2015/16 financial year. 

 

(b) That the Directors and Councillors ensure that the budget is implemented 

in accordance with the IDP and Service Delivery and Budget Implementation 

Plan projections and that spending of funds and that revenue collection 

proceeds in accordance with the budget. 

  

  



 

2. Overview 

Financial Sustainability 

The financial sustainability of the municipality remains a concern as the 

salaries for May and June will only depend on collection of revenue. Other 

than that equitable share has been received in full and no other trench is 

expected to be received. 

Revenue 

 

An amount of R43 million has been recorded as revenue for the quarter. 

 

Key components of revenue include but are not limited to; rates, services 

charges, grants recognised and equitable share. 

 

Expenditure 

 

An amount of R32.2 million has been spent for the quarter. 

 

This expenditure includes repayment of loans, settling of outstanding 

creditors, lease repayments and capital expenses. 

 

Outstanding Debtors 

 

Total outstanding debtors amounts to R201 million at the end of the period. 

 

 

Other 

 

Total amount of grants received for the quarter amounts to R21.8 million 

 

 

 

 

 

 

 

 



3.Financial Performance- Income 

 
 

The year to date actual revenue for the 2015/16 financial year is R150.7 

million.  

 

The largest contributors to the revenue basket for the quarter are transfers 

recognised- operational, service charges and property rates at R14.5 million, 

13.6 million and 5.1 million respectively.  

 

Transfer recognised-operational include equitable share of R13.8 million, 

LGSETA grants of R38 thousand and expenditure recognised as revenue for 

grants i.e. financial management grant, expanded public works programme 

at R713 thousand. 

 

Other income received of R3.6 million is a material amount and includes the 

following expenditure: 

 

• DOE subsidy to the value of R700 thousand 

• Cash Electricity Sales for the quarter amount to R1.3 million 

• General Income i.e. rate clearances, building plans, cemetery fees etc 

 

*Note that the amount for  property rates and services is accrued income 

based on billing performed by municipality and not actual receipts 

 

 

 

 

 

 

 



4. Financial Performance- Expenditure  

 

 
 

The current actual expenditure for the year is R94.6 million.  

 

SALARIES 

 

The quarterly expenditure is R11.4 million.  The total percentage of employee 

cost to total operating expenditure for the period is 35% , this is still a healthy 

ratio as it is within the norm of 35 -40 per cent.. 

 

REMUNERATION OF COUNCILLORS 

 

Councillors remuneration includes the back pay as per approved upper limits 

for the period July 2015 to Feb 2016 on grade three hence the variance 

noted between January and February. 

 

 

BULK PURCHASES 

 

Bulk purchases for the quarter amount to R5.3 million. These costs are 

informed by direct purchases for the quarter from Eskom and Department of 

Water Affairs.  A variance of 24 per cent in the year to date budget can be 

noted  

 

OTHER MATERIAL 

 

Other material relates to repairs and maintenance 

The budget is there and poor spending patterns still hamper the movement in 

terms of repairs and maintenance. Repairs and maintenance are R425 

thousand for the quarter.  

 

 

 

 

 



FINANCE CHARGES 

 

Finance charges recorded are as a result of the municipality not having 

sufficient funds to pay its creditors within 30 days and late receipt of posted 

invoices from Eskom and Telkom.  

  

5. Service Delivery Budget and Implementation Plan 

 

The SDBIP for the quarter will be submitted separately 

 

6. Borrowings 

 

No borrowings have been budgeted for and none made. 

 

7. Grants received 

 

 
 

 

The following grants have been received for the quarter to the value of R20.8 

million. 

 

A new grant was received and was not budgeted for in this financial year to 

the value of R1.04 million. The transfer was from Dept of Roads and the 

department responsible needs to assist in terms of determining purpose and 

expenditure to be incurred against this receipt. 

 

 

 

 

 

 

 

 



8. Expenditure on Conditional Grants 

 

An amount of R5.1 million has been spent for the quarter.   

 

Table below show grant expenditure to date: 

 

 

The municipality has made reasonable strands insofar as MIG expenditure, 

however this is not the case for other grants. 

Despite this the municipality remains confident that it will be able to commit 

on these funds before year end. 

The updates on the spending of the grants: 

• FMG- Tender for audit software is at adjudication stage, awaiting final 

verdict 

• MSIG- Records management procurement is underway and the MSIG 

plan has been amended as such 

• EPWP- Funds were allocated to project which was at a standstill due to 

dispute but now that has been resolved and project is currently in 

progress 

 

 

9. Project Expenditure 

 

Set out below are details of expenditure in respect of project expenditure. 

 
 

 

 



10. Asset Management 

 

The total amount spent on municipal assets for the quarter is R5 194 669.65 at 

cost. 

 

The capital expenditure incurred for infrastructure assets amounts to 

R4 001 875.13 for the quarter. Other capital assets expenditure incurred during 

the quarter amounts to R1 192 794.35 including vehicles, computer 

equipment, office equipment and other assets. 

 

Physical verification of assets has been completed to ensure we account for 

all assets of the municipality. 

 

Table below   reflects details in terms of the additional asset for the quarter as 

at 31 March 2015 by asset type 

 

 

 
 

11. Inventory  

 

Inventory purchases for the quarter amount to R10 955, 54. 

 

Physical verification has been performed for the quarter 

 

Value of stock on hand is R191 529, 99.  

 

12. Cash and Investment management 

 

Regulation 9 of the Investment Regulation requires that: 

 

The accounting officer of a municipality or municipal entity must within 10 

working days of the end of every month, as part of the section 71 required by 

the Act submit to the mayor or the board of directors of a municipal entity a 

report describing in accordance to general accepted accounting practice 



the investment portfolio of that municipality or municipal entity as at the end 

of the month. 

 

 

12.1 Cash Management  

 

The cash flow is managed on a daily basis and the CFO is informed on the 

daily current account balances and investment on call accounts. 

 

The municipality also has various investment call accounts, which are 

disclosed in the Investment portfolio annexure. 

No new accounts have been opened during the period. 

 

As at 31 March 2016 the municipal bank balances were R R30 296 275, 19 on 

the investment call accounts and the closing of the main account is R 

1 226 868.62 

Annexure 7 below reflects details investment portfolio at 31 March 2016 

 

13.Debt Collection and Credit Control 

 

The outstanding debt amount is R201 million as at 31 March 2016.  

 

It should be noted that metering readings and billing continues on a monthly 

bases.  In areas where we have challenges in terms of accessing the meter, 

letters have been sent out to the communities informing residents that they are 

not abiding by the municipal by-law by not allowing meter readers access to 

their properties and therefore should permit entrance before further steps are 

instituted.  

Billing has been performed for all months within the quarter and the current 

collection rate for the quarter is 29 per cent.  The low collection rate is due to 

billing only being finalised during March 2016 and the billing of indigent. 

 

With regard to Free Basic Services, an amount of R2.07 million has been spent 

on FBS for the quarter and the number of people whom have benefited is 3 

147. The Free Basic Services steering committee meeting for verification and 

assessment of application could not take place during the quarter due to the 

non availability of Councillors to approve the list of indigents of the municipality. 

It should be noted that outstanding debt for Government Departments 

amounts to R13.1 million.  Quarterly meetings are attended with government 

departments to discuss outstanding debt due to municipality.  Any problems 

with regards to this debt are discussed during these sessions so to attend to 

disputes and reconciliations amongst other issues. 



Household debt is the largest outstanding debt at 164 million. The probability 

of this debt being received is very low for the period over 90 days which 

amounts to 154.7 million. Write offs should be performed prior to year end as 

the trend of poor payment is evident within the municipality for this debt. 

 

Other relates to duplicate accounts revealed by the data cleansing 

performed during the year. These accounts form part of our database and 

have been isolated and categorised as “other” to assist in terms of write offs 

come the time. 

 

Annexure 6 and Table below reflect details in terms of outstanding debt for 

debtors at 31 March 2016. 

 

 
 

 

14. Staff Benefits 

 

Section 66 of the MFMA requires disclosure of the Municipalities expenditure 

on staff benefits as follows: “The accounting officer of a municipality must, in 

a format and for periods as may be prescribed, report to the council on all 

expenditure incurred by the municipality on staff salaries, wages, allowances 

and benefits.” 

For the quarter an amount of R11.4 million was incurred in relation to 

employees. 

The table below reflects the detail on staff expenditure: 



 

15. Creditors  

 

At 31 March 2016 outstanding creditors to the value of R14 million existed. 

 

 The top creditors as at 31 March 2016 above R1 million are as follows: 

• DWA at R5 057 609 

• AG at R7 114 266 

 

Note that these two, include old balances as from previous financial year 

inclusive of current invoices. 

 

On AG and DWA the municipality is paying 250 000 a month for both to 

service the old debt. Debt incurred during the year is serviced as and when 

services and invoices are received. 

 

Please note that the AG debt includes interest of R830 thousand which has 

not been written off.  

 

Annexure 5 attached reflects ageing creditors as at 31 March 2016 
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ANNEXURE 2 
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ANNEXURE 7 

 

 

 

 

 

 

 

 

 

 

 

 



SUPPLY CHAIN MANAGEMENT 

 

PROGRESS AND COMPLIANCE 

Progress 

Supply Chain Management unit is functioning at its best abilities considering 

vacancies within the section. 

Procedure manuals have been developed to enhance internal controls more 

important ensure segregation of duties despite staff challenges. This also 

eliminates “key man policy” previously used as there was no isolation of 

responsibilities. 

Compliance 

Supplier Database 

The database for suppliers is operated from Pastel Evolution and is currently 

being maintained by Contracts Clerk. The database is updated on ad hoc 

bases and reviewed quarterly.  

Further attempts to get suppliers to re-register on the database have been 

performed. On top of the advert calling for supplier to register, re-registration 

emails have been sent to supplier requesting that they complete database 

form and submit the necessary supporting documents 

The database has been improved to include mandatory fields which will 

resolve the Auditor Generals queries raised in the 2014/2015 financial year.  

Training  

SCM and Expenditure officials have attended training on Advanced 

Procurement conducted in March 2016. 

 

The officers have also attended training for Supplier Centralised Database 

which will be effective from the 1st of July. This system allows the District and 

locals to have one database which will assist and eliminate irregular awards 

due to suppliers no being on database. 

 

 

 

 



Bid Committees 

All bid committees have been developed and are functional as per SCM 

policy.  

Challenges  

The following challenges are experienced within the section: 

• The unavailability of bid committee members to meet and discuss 

procurement matters delays the procurement process as a whole 

• Poor planning from user departments puts SCM unit under pressure and 

doesn’t allow the unit to procure accordingly due to time constraints 

i.e. travelling arrangements, Catering etc. 

• Deviations’ being approved by section heads prior to the deviation 

being scrutinised and signed by SCM. This may lead to deviation 

motivations being improper and deviations being returned to user 

departments therefore delaying payment and such deviations are 

often irregular in nature. 

• User department are sourcing quotations themselves and this may lead 

to using suppliers not on the database and delays in procurement and 

this also result in increasing the number of deviations and irregular 

deviation. 

Solutions 

The following way forwards are proposed: 

• Department heads to ensure that all appointed members uphold their 

responsibilities as bid committee members 

• An internal memorandum previously sent out of 5 working days in 

which to process an order must be adhered to by user departments 

• Requestors are urged to utilise SCM unit for sourcing quotations in order 

to identify properly registered suppliers. 

 

 

 

 



OTHER SCM INFORMATION FOR THE THIRD QUARTER 

Tenders awarded: January 2016- March 2016 

Table below reflects contracts awarded to the value of R378 508.04 during 

the third quarter. 

These contract awards are informal tenders between the thresholds of 

R30 000-R200 000. 

 

 

 

Procurement Plans 

Development of procurement plans is underway aligned to the preparation 

of the municipal annual budget.  The plans should be finished along with the 

final budget approval for implementation in the year 2016/17. 

 STATUS OF PENDING  TENDERS 

• PROTECTIVE CLOTHING  for Technical Department-This is on evaluation 

stage the meetings could not sit for the past two weeks  due to non 

availability on members and CPMD training as the chairperson has to 

attend the training as well. 

• REFUSE TRUCK –The adjudication stage has been completed and 

awating review of accounting officer. 

• PROFESSIONAL SERVICES FOR CONSTRUCTION OF MUNICIPAL STORES –

Tender has closed on the 22 March 2016 and evaluation has been 

delayed due to non availability of staff form technical department 

• ICT Servers – The closing date of this tender is the 14 April 2016. 

• UPGRADING OF ADDO WASTE WATER TREATMENT WORKS- The tender 

Closing date is the 08th April 2016. 



• INTERNAL AUDIT SOFTWARE: The tender is at adjudication stage  and 

should be closed off  in April 2016. 

Deviations  

All procurement processes are currently met for the thresholds and           

deviations approved where necessary in term of: 

• According to the Municipal Supply Chain Management Regulation 

paragraph 36, municipalities must disclose all deviations to Council. The 

categories for deviations to supply chain management process are: 

• In an emergency 

• If such goods or services are produces or available from a single 

provider only;  

• For the acquisition of special works of art or historic objects where 

specifications are difficult to compile 

• Acquisitions of animals for zoos;  

• In any other exceptional case where it is impractical or 

impossible to follow the official procurement process 

It should be noted that, SCM advises Councillors and officials to bear in mind 

that SCM processes need to be followed at all times therefore they need to 

develop a way of reporting issues within their area. 

Below is a summary of deviations approved during the quarter to the value of 

R1 926 115.91 are as follows: 

 

Detailed : Deviation Register 

Quarterly deviation report is submitted as an annexure in terms of SCM policy 

for the procurement of goods. See table below 



 

 

 

 



 

IRREGULAR EXPENDITURE 

Total of Irregular Expenditure for all burnt tenders amount to: R 2 800 933.10 for 

the third Quarter. 

This irregular expenditure is for on –going awards which the municipality does 

not have in its position sufficient documentation to support whether all SCM 

processes were followed on appointment. 

These are inherent costs which cannot be avoided. Reasons for this 

expenditure is that there is missing documentation in terms of complete SCM 

supporting documentation 

Annexure attached  below 



 



 

 

 



Operational Irregular 

The following irregular expenditure was incurred for the quarter for 

operational expenditure. The total amount of irregular is R605 101.20. Reason 

for irregular expenditure is that only one quotation was received for this 

payment which is against the regulations of SCM as this should have been an 

informal tender. 

Table below shows the irregular expenditure for the quarter: 

 

 

 

 

 

 

 

 

 

 



 

 

 

 

 

 

 

 


