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MUNICIPAL FINANCE MANAGEMENT ACT (MFMA): MONTHLY FINANCIAL REPORT FOR THE MONTH
ENDED 31 DECEMBER 2022 (MONTHLY BUDGET STATEMENT)

1.

PURPOSE

To comply with section 71 of the MFMA, by providing a monthly statement on the implementation of

the budget and the financial state of affairs for the municipality to the Executive Mayor, as legislated
STRATEGIC OBJECTIVE

The strategic objective of this report is to ensure gqod governance, financial viability and optimal

institutional transformation with capacity to execute its mandate.
Section 71 of the MFMA requires that:

The accounting officer of a municipality must by no later than 10 working days after the end of each
month submit to the mayor of the municipality, and the relevant National and Provincial Treasury,
a statement in the prescribed format on the state of the municipality's budget reflecting certain details

for that month and for the financial year up to the end of that month.

For the reporting month ending 31 December 2022, the ten-working day reporting month expires on
the 16 January 2023. National Treasury have indicated that they wish to continue to directly monitor
municipalities that have a significant impact on the South African economy. For this purpose, the
required electronic reports were progressively lodged with the National Treasury. Material variances

will be briefly referred to in this report.

Further explanation of the requirements is described in Annexure A.

Page 1 of 57



3. REPORT FOR THE MONTH ENDING 31 DECEMBER 2022

This report is based upon financial information, as of 31 December 2022 and available at the time of

preparation. All variances are calculated against the approved budget figures.

The financial results for the month ended 31 DECEMBER 2022 are summarised as follows:

Statement of Financial Performance (SFP) (Annexure B — Table C4)

SFP shown in Annexure B is prepared on a similar basis to the prescribed budget format, detailing
revenue by source. The total revenue excludes capital transfers and contributions, and expenditure is
by type. The actual year-to-date revenue for the period of R4.325 billion is lower than the year-to-date
target of R4.405 billion and the expenditure for the period is R4.250 billion, which is higher than the
year-to-date target of R4.081 billion respectively.
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The summary report indicates the following:

MAN Mangaung - Table C4 Consolidated Monthly Budget Statement - Financial Performance (revenue and expenditure) - M06 December

2021/22 Budget Year 2022/23
Description Ref| Audited Original Adjusted Monthly YearTD YearTD YTD YT Full Year
Outcome Budget Budget actual actual budget | variance | variance | Forecast
R thousands %
Revenue By Source
Property rates 1,387,795 | 1,458,073 | 1,458,073 125,040 757,089 729,036 | 28,052 4% 1,458,073
Service charges - electricity revenue 2,876,406 | 3,494,847 | 3,494,847 205,359 | 1,573,213 | 1,747,423 | (174,210)| -10% 3,494,847
Service charges - water revenue 1,059,678 | 1,135,651 | 1,135,651 101,637 608,277 567,826 | 40,451 % 1,135,651
Service charges - sanitation revenue 400,574 507,200 507,200 39,174 237,075 253,600 | (16,525)| -7% 507,200
Service charges - refuse revenue 150,197 177,674 177,674 14,080 84,772 88,837 (4,065 -5% 177,674
Rental of facilites and equipment 49,217 44,638 44,638 2,841 15,387 22,319 (6,932)] -31% 44,638
Inferest earned - external investments 18,214 25,072 25,072 5,064 24,256 12,536 | 11,720 93% 25,072
Interest earned - outstanding debtors 353,505 302,184 302,184 46,503 244,826 151,092 | 93735| 62% 302,184
Dividends received 3 2 2 - 6 1 5| 401% 2
Fines, penalties and forfeits 12,076 30,580 30,580 204 4,293 15,290 | (10,997)| -72% 30,580
Licences and permits 1,194 550 550 109 709 275 434 | 158% 550
Agency services -
Transfers and subsidies 877,604 | 1,041,216 | 1,041,216 40,702 440,233 520,608 | (80,375)| -15% 1,041,216
Other revenue 610,472 583,896 583,896 138,217 333,777 291,948 | 41,829 | 14% 583,896
Gains 117,593 9,665 9,665 0 1,284 4833 (3549 -73% 9,665
| TotaT Revenus [excluding capital transfers and 7,914,527 | 8,811,248 | 8,811,248 | 718,930 | 4325197 | 4,405,623 | (80,426) -2% | 8,811,248
contributions)
Expenditure By Type
Employ ee related costs 2,244,582 | 2,393,515 | 2,393,515 192177 | 1,152,548 | 1,196,764 | (44,216)| -4% 2,393,515
Remuneration of councillors 67,895 70,668 70,668 5,714 36,088 35,334 754 2% 70,668
Debt impairment 1,861,119 | 1,090,093 | 1,090,093 90,785 681,129 545,047 | 136,083 | 25% 1,090,093
Depreciation & asset impairment 906,729 347,000 347,000 73,734 441,934 173,500 | 268,434 | 155% 347,000
Finance charges 115,415 184,665 184,665 36,230 77,192 92,332 | (15141)| -16% 184,665
Bulk purchases - electricity 1,875,528 | 2145935 2145935 155,149 | 1,233,238 | 1,072,968 | 160,271 15% 2,145,935
inventory consumed 936,352 624,711 626,654 46,747 330,032 313,099 | 16,933 5% 626,654
Contracted services 691,491 595,360 593,049 45,661 155,525 296,744 | (141,219)| -48% 593,049
Transfers and subsidies 7,244 408 409 - - 205 (205)| -100% 409
Other ex penditure 560,817 348,846 355,246 23,712 142,305 177,361 | (35,086)| -20% 355,246
Losses 315,147 356,000 356,000 0 269 178,000 | (177,731)| -100% 356,000
Total Expenditure S 9,562,320 | 8,157,202 | 8,163,234 | 669,908 | 4,250,261 | 4,081,353 | 166,007 | 4% | 6,163,234
Surplus/{Deficit) (1,667,793) 654,046 648,014 49,022 74,936 324,270 | (249,334) (0) 648,014
Transfers and subsidies - capital (monetary allocations)
(National / Provincial and District) 895,679 963,271 963,271 42,619 176,546 481,635 | (305,089) {0) 963,271
Transfers and subsidies - capital (monetary allocations)
{National / Provincial Departmental Agencies,
Households, Non-profit Insfituions, Private Enterprises,
Public Corporatons, Higher Educational Instituions}) 19,509 14,300 14,300 = 1,605 7,150 (5,545) (0) 14,300
Transfers and subsidies - capital (in-kind - alf) -
Surplus/(Deficit) after capital transfers. & (752,605)| 1,631,617 | 1,625,585 91,640 253,087 813,055 1,625,585
contributions
Tax ation -
Surplus/(Deficit) after taxation (752,605)| 1,631,617 1,625,585 91,640 253,087 813,055 1,625,585
Attributable to minorities
Surplusi(Deficit) attributable to municipality (752,605)| 1,631,617 | 1,625,585 91,640 253,087 813,055 1,625,585
Share of surplus/ (defici) of associate
Surplus/ (Deficit) for the year (752,605)| 1,631,617 1,625,585 91,640 253,087 813,055 1,625,585

The major revenue variances against the approved budget are:

e Property rates - Favourable variance of R28.052 million (4%) for the period due to higher

property rates billed for domestic properties than budgeted.

o Electricity — Unfavourable variance of -R174.210 million {(-10%) for the period, due to lower

user's consumption than budgeted.

e Water revenue — Favourable variance of R40.451 million (7%) for the period due to an

increase in user's consumption than budgeted for the period.
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Services charges: Sanitation revenue- Unfavourable variance of -R16.525 million (-7%) due
to lower billing for sanitation services than budgeted for the period.

Services charges: Refuse revenue — Unfavourable variance -R4.065 million (-5%) due to
lower households billed than budgeted. Performance is still on target.

Rental of facilities and equipment — Unfavourable variance of -R6.932 (-31%) due to a
decrease in the use of municipal facilities than anticipated and lower collection of rental
income from municipal accommodation facilities.

Interest earned — External investments - Favourable variance of R11.720 million (93%) for
the period due to higher investment and cash balances than anticipated.

Interest earned on Outstanding debtors - Favourable variance of R93.735 million (62%) due
to higher revenue billed than expected and the increasing of the debtor’s book due to non-
payment of debtors.

Fines - Unfavourable variance of -R10.997 million (-72%) is mainly due to payment of traffic
fines and challenges with the traffic software. Performance is also hampered by the
deficiencies in internal control measures.

Licences and permits — Favourable variance R434 208 (158%) due to the implementation
and roll out of licences and permits to SMME’s and to companies for outdoor advertising.
Government Grants and subsidies — Operating: Unfavourable variance of -R80.375 million (-
15%) for the period due to grant receipt apportionment quarterly vs period budget.

Other revenue- Favourable variance of R41.829 million (14%) — higher revenue collected for

rendering of services than anticipated for the period.
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The major operating expenditure variances against the approved budget are:

Employee related costs — Favourable variance of -R44.216 million (-4%) on the year-to-date
approved budget is due to under spending on acting and other allowances for the month. The
overspending on overtime to date is R54.698 million (Budget R40 million vs Actual R94.698
million). The overspending for the period to date on overtime will result in unauthorised expenditure

in most of the votes.

OVERTIME PER DEPARTMENT ORIGINAL | ADJUSTMENT |  CURRENT |\ o jper| YT VARIANCE |PERCENTAGE
BUDGET BUDGET MONTH MOVEMENT

CITY MANAGER OPERATIONS 136,454 136,454 7,232 68,227 54,497 13,730 25.19%
EXECUTIVE MAYOR 504,524 504,524 174,777 252,262 | 1,160,833 {908,571} -78.27%
CORPORATE SERVICES 3,019,413 | 3,069,413 674,347 | 1,509,707 | 4,096,135 |  (2,586,429) -63.14%
FINANCE - - - - 0.00%
SOCIAL SERVICES 2,631,022 | 3,670,195 578,606 | 1,315,511 | 2,929,258 | (1,613,747) -55.09%
PLANNING - 65,000 13,851 137,907 (137,907) 0.00%
FRESH PRODUCE MARKET 343,072 343,072 65,066 171,536 503,520 (331,984) 0.00%
HUMAN SETTLEMENTS 540,116 540,116 132,900 270,058 779,094 (509,036) 0.00%
ENGINEERING SERVICES 10,972,207 | 10,972,207 | 2,218,356 | 5,486,104 | 18,544,980 | (13,058,877) -70.42%
WATER 9,275270 | 9,275,270 | 1,776475 | 4,637,635 | 15,460,898 | (10,823,263) 0.00%
WASTE AND FLEET MANAGEMENT 18,127,144 | 18,127,144 | 2,672,067 | 9,063,572 | 23,113,895 | (14,050,323) -60.79%
METRO POLICE 4,764,025 | 6,764,025 | 2,631,980 | 2,382,013 | 7,609,662 | (5,227,650) 0.00%
STRATEGIC PROJECTS - - - . , - 0.00%
NALEDI 1,145,091 | 1,145,091 132,435 572,546 | 1,729,959 |  (1,157,413) 0.00%
SOUTPAN 412,709 412,709 78,812 206,355 525,224 {318,870) 0.00%
CENTLEC 28,128,960 | 28,128,960 | 2913465 | 14064480 | 18052472 | (3.987,992)]  -22.09%
TOTAL OVERTIME 80,000,007 | 83,154,180 | 14,070,368 | 40,000,004 | 94,698,335 | (54,698,332)]  -57.76%

e Debt impairment — Unfavourable variance R136.083 (25%) due to processing of accrual
journals for provision of bad debts and the billing integration for the month.

e Depreciation — Unfavourable variance R268.434 million (155%) due to accrual of
depreciation on assets for the month.

e Finance charges — Favourable variance of —-R15.141 million (-47%) due to accrual of finance
charges as per agreement for short term loans and half yearly for the long-term loans.

e Bulk purchases — Unfavourable variance R160.271 million (15%) due to bulk purchases for
electricity that are higher than the target for the month. The consumption of electricity
increased for the past months due to load shedding.

¢ Inventory — Unfavourable variance R16.933 million (5%) overspending due to higher needs
for materials and supplies by all the departments and mainly the purchasing of bulk water for
the month.

o Contracted services - Favourable variance of -R141.219 million (-48%) due to under
spending on other contracted services for the period and the implementation of cost
containment measures.

» Other expenditure - Favourable variance -R35.056 million (-20%) — underspending mostly due

to cost containment measures introduced.
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Operating Expenditure by type as at 31 December2022
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The table below shows the revenue and expenditure per vote:

MAN Mangaung - Table C3 Consolidated Monthly Budget Statement - Financial Performance (revenue and expenditure by municipal vote) - M06

Vote Description 2021/22 Budget Year 2022/23
Rel Audited | Original | Adjusted | Monthly YearTD YearTD YTD YID | Full Year
Outcome Budget Budget actual actual budget |variance | variance | Forecast
R thousands %
Revenue by Vote T
Vote 01 - Office Of The City Manager 0 16,001 16,001 ~ 0 8,000 | (8,000)| -100.0% 16,001
Vote 02 - Ofice Of The Executive Mayor - 1 1 - - 0 Q)| -100.0% 1
Vote 03 - Corporate Services 136,039 11,242 11,242 1,371 2,192 5,621 (3,429)| -61.0% 11,242
Vote 04 - Finance 1,653,176 | 1,717,326 | 1,717,326 135,727 893,339 858,663 | 34,676 | 4.0% 1,717,326
Vote 05 - Social Services 14,118 15,984 15,984 858 7,192 7,992 (800) -10.0% 15,984
Vote 06 - Planning 59,695 47,022 47,022 4,377 21,399 23,511 (2112)| -8.0% 47,022
Vote 07 - Human Setlement And Housing (12,080) 46,599 46,599 2,480 12,852 23,300 | (10,448)| 44.8% 46,599
Vote 08 - Economic And Rural Development 825 353 353 81 458 176 281 | 159.5% 353
Vote 09 - Engineering 589,238 666,490 666,490 45,584 326,918 333,245 | (6,327)| -1.9% 666,490
Vote 10 - Water 1,467,935 [ 1,629,229 | 1,629,229 125,563 863,848 814,615 | 49233 | 6.0% 1,629,229
Vote 11 - Waste And Fleet Management 455,457 452,363 452,363 16,898 201,676 226,181 | (24,508)| -10.8% 452,363
Vote 12 - Centlec 1,498,092 | 1,567,305 | 1,567,305 219,385 584,278 783,653 | (199,374)| -25.4% 1,567,305
Vote 13 - Metro Police 445 25,718 25,718 - 3 12,859 | (12,856)| -100.0% 25,718
Vote 14 - Naledi And Soutpan - - - - 0 - 0| #Dwvio! -
Vote 15 - Other 2,966,774 | 3,593,186 | 3,593,186 209,225 | 1,589,193 | 1,796,593 | (207,400)| -11.5% 3,593,186
Total Revenue by Vote 2 8,829,715 | 9,788,819 | 9,788,819 761,549 | 4,503,348 | 4,894,408 | (391,061) -8.0%| 9,788,819
Expenditure by Vote 1
Vote 01 - Office Of The City Manager 131.808 171,727 171,727 10.558 63,506 85.864 | (22,358)| -26.0% 171,727
Vote 02 - Office Of The Executive Mayor 211,299 227,683 227,683 10,176 66,112 113,842 | (47,731)| -41.9% 227,683
Vote 03 - Corporate Services 447 467 286,775 286,775 24,236 130,493 143,380 | (12,896)| -9.0% 286,775
Vote 04 - Finance 272,516 271,690 271,690 16,653 131,593 135,846 | (4,253)| -3.1% 271,690
Vote 05 - Social Services 310,137 316,511 316,511 25,029 150,577 158,257 |  (7,681)| -4.9% 316,511
Vote 06 - Planning 266,514 93,181 93,181 12,642 42,404 46,591 4,187)| -9.0% 93,181
Vote 07 - Human Setlement And Housing 406,683 133,844 133,844 8,554 48,837 66,923 | (18,086)| -27.0% 133,844
Vote 08 - Economic And Rural Dev elopment 31,775 42,621 42,621 2,368 10,064 2,311 | (1,247} -52.8% 42,621
Vote 09 - Engineering 897,804 581,028 581,028 87,550 417,782 290,515 | 127,267 | 43.8% 581,028
Vote 10 - Water 1,301,933 [~ 1,939,777 | 1,945,809 128,885 905,150 972,631 | (67,480)| -6.9% 1,945,809
Vote 11 - Waste And Fleet Management 1,841,250 423,552 423,552 36,434 247,402 211,777 35,625 | 16.8% 423,552
Vote 12 - Centlec 131,513 223,311 223,311 30,644 151,474 111,656 | 39,819 | 35.7% 223,31
Vote 13 - Metro Police 246,501 216,052 216,052 25,412 112,023 108,026 39% | 3.7% 216,052
Vote 14 - Naledi And Soutpan 66,952 62,755 62,755 5,705 33,786 31,378 2408 | 7.7% 62,755
Vote 15 - Other 3,018,170 | 3,166,695 | 3,166,695 245,061 | 1,739,058 | 1,583,349 | 155709 | 9.8% 3,166,695
Total Expenditure by Vote 2 9,582,320 | 8,157,202 | 8,163,234 669,908 | 4,250,261 | 4,081,353 | 168,907 | 4.1% 8,163,234
Surplus/ (Deficit) for the year 2 (752,605)| 1,631,617 1,625,585 91,640 253,087 813,055 | (559,968)| -68.9% 1,625,585
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Capital Expenditure Report (Annexure B — Table C5)

The capital expenditure report shown in Annexure B has been prepared based on the format required

to be lodged electronically with National Treasury and is categorised into major output ‘type’.

The year-to-date spending for the month is R271.500 million (42.39%) on the year-to-date budgeted
target of R640.418 million. On an annual basis we have thus spent only R271.500 million (21.20%)

of the year-to-date expenditure versus the approved budget of R1,280 billion.

The summary report indicates the following:

Summary Statement of Capital Expenditure - Financing

Approved YTD [
budget Budget YTD Variance
2022/23 December Actual YTD
Description 2022/23 December Fav/
2022/23 (Unfav.)
R’000 R’000 R’000 R’000
Capital Expenditure 1280 835 640 418 271 500 (368 918)
Capital Financing
National Government 963 271 481 636 198 087 (283 549)
Provincial Government - - - -]
Public Contributions 14 300 7 150 5217 (1933) |
Borrowing - . 9374 9374 |
Internally Generated Funds 303 265 | 151 633 58 822 (92 810)_
Financing Total 1280835 640 418 271 500 (368 918) |

The status of year-to-date capital expenditure compared to the standard classification for the key

infrastructure items as indicated in Annexure B — Table C5 are:

Governance and administration

Community and public safety

Economic and environmental services

Electricity
Water
Wastewater management

Waste management
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(R132.345 million less than budget target)
(R62.096 million less than budget target)
(R66.304 million less than budget target)
(R48.801 million less than budget target)
(R34.999 million less than budget target)
{R9.550 million less than budget target)
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The table below outlines the performance per vote status of the year-to-date capital expenditure

% on
Capital Expenditure per Vote A:z:‘:v;d Adj Budget YTD Actual YTI::::tget Approved
Budget

City Manager 217,889,233 | 217,889,233 | 55,590,234 108,944,640 25.51%
Corp Services 40,600,000 | 40,600,000 - 20,298,646 0.00%
Finance 500 500 1,652 0.00%
Social Services 13,885,839 13,885,839 1,243,414 6,942,948 8.95%
Planning 52,643,814 52,643,814 9,937,172 26,321,946 18.88%
Human Setiements 328,136,150 | 328,136,150 | 46,765,513 164,068,158 14.25%
Econ & Rural Dev 13,238,000 13,238,000 6,619,014 0.00%
Engineering 172,437,851 | 172,437,851 | 57,213,120 86,219,010 33.18%
Water Services 147,514,165 | 147,514,165 | 24,956,612 73,757,142 16.92%
Waste & Fleet 22,949,495 22,949,495 9,485,096 11,474,766 41.33%
Strategic Projects 6,315,000 6,315,000 3,157,512 0.00%
Centlec 265,225,272 | 265,225,272 | 66,309,104 132,612,714 25.00%

©1,280,835,319 | 1,280,835,319 271,500,265 640,418,148 |  21.20%

The under expenditure on all services is due to the slow implementation and under spending of

projects.

Cash Flow Statement (CFS) {Annexure A — Table C7)

The CFS report for the period ending 31 December 2022 indicates a closing balance (cash and cash
equivalents) of R894.023 million (30 November 2022 — R713.559 million) which comprises of the

following:
. Bank balance and cash R321 768 (Mangaung) ABSA
° Bank balance and cash R37.642 million (Mangaung) NEDBANK
o Bank balance and cash R2.736 million (Centlec)
. Bank balance and cash R6.986 million (Market)
° Investment deposits R846.281 million (Mangaung)
° Investment deposits R56 061 (Centlec)

Cash flows from operating activities category:

o Property rates, penalties & collection charges reflect a year-to-date amount of R726.742
million, resulting in an R10.340 million (1%) favourable variance, as compared to a
year target of R716.403 million.

° Service charges reflect a year-to-date amount cash collection of R2.215 billion,
resulting in an -R406.147 million (-16%) unfavourable variance, as compared to a year
target of R2.621 billion.

) Other revenue reflects a year-to-date amount of R1.427 billion, resulting in an
R928.202 million (186%) favourable variance, as compared to a year target of
R498.309 million.
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Operating grants and subsidies show a year-to-date receipted amount of R611.456
million compared to a year-to-date target of R520.608 million resulting in R90.848
million (17%) favourable variance. (Variance due to grant receipt apportionment
quarterly vs periodly budget);

Capital grants and subsidies show a year-to-date amount of R614.873 million
compared to a year-to-date target of R488.785 million resulting in R126.088 million
(26%) favourable variance due to grant receipt apportionment quarterly vs periodly
budget);

Interest shows a year-to-date amount of R24.345 million compared to a year target of
R12.536 million, indicating R11.809 million (94%) favourable variance.

Regarding payments:

Suppliers and employee payments indicate a year-to-date amount of —R4.578 billion
(R2.295 billion unfavourable variance) compared to a year-to-date target of R2.217
billion mainly due to increase in bulk purchases and general expenses.

Capital payments indicate a year-to-date amount of -R271.500 million (-R368.917
million favourable variance) compared to a target of -R640.418 million due to the slow
uptake of capex projects during the first period of the year.

Finance charges shows a year-to-date amount of ~R65.805 million compared to a year
target of -R92.332 million, resuiting in a favourable variance of -R26.527 million.
Transfers and grants indicate a year-to-date amount of RO million -(R205 million)
Unfavourable variance) ccmpared to a target of -R205 million.

Repayment of borrowing indicates a year-to-date amount of —-R34.397 (R38.592 million
favourable variance) compared to a target of -R72.989 million due to the repayment of

borrowings due.

Outstanding Debtors Report (Annexure B - Table SC3)

The debtors report has been prepared based on the format required to be lodged electronically with

National Treasury. This format provides an extended aged analysis, as well as an aged analysis by

debtor type.

The debtors balance as of 31 December 2022 is R9.248 billion including unallocated credits of
R322.734 million (30 November 2022 — R9.086 billion including unallocated credits of R324.867
million), thus reflecting an increase of R162 million (1.75%) for the month. The following chart

illustrates that the major debt is reflected in the over 1-year category. An amount of R5.774 billion
(R5.689 billion — November 2022) is outstanding in this category (1 year and older), with R4.233 billion
attributable to households, an increase of R74 million from the balance of R4.159 billion in November

2022.
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The following chart indicates the oustanding debtors per customer group.

Debtors by Customer Group - 31. December 2022
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The following chart indicates the oustanding debtors by income source

Debtors by Income Source - 31 December 2022

Other,
294,840,915,
3.19%
Interest,
tausng 0, LAt
6- 0 0 -00% 4 ’ r
4.18%

Elec,
1,015,875,560,
10.99%

Sanitation,
893,125,250,
9.66%

QOutstanding Creditors Report (Annexure B — Table SC4)

The Creditors report has been prepared based on the format required to be lodged electronically with

National Treasury. This format provides an extended aged analysis, as well as an aged analysis by

creditor type. The total creditors amounted to R603.621 million compared to an amount of R453.639

.. million in November 2022. The increase of R149.982 million is in the items as'depicted below.
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The total trade creditors comprise out of the following:

November December

2022 2022

R’000 R’'000
Bulk electricity 151 031 176 890
Trade creditors Centlec 39150 174 007
Bulk water 39 499 39 499
Salaries/PAYE 35347 34 408
Pensions Deductions 51 693 51 502
Other - -
Trade creditors Mangaung 136 919 127 315
Total ' 453 639 603 621

*The current portion of the amount due was R331.580 miilion.
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Key Performance Indicators (Annexure B — Table SC2)

The table refers to the agreed objectives as contained within the Restructuring Grant conditions and

the actual percentages achieved.

Investment Portfolio (Annexure B — Table SC5)

The table indicates the status of the investment portfolio and detail of the instruments of where the
funds are invested, which amounts to R846.337 million as of 31 December 2022 against R662.475

million on 30 November 2022,
FINANCIAL IMPLICATIONS

The report for the month ending 31 December 2022 indicates various financial risks which require

monitoring during the financial year:

s Achievement of the operating expenditure and revenue budget.
¢ Achievement of the capital expenditure budget.
e The growing outstanding debtors and

o The management of our cash flow daily.

As at the end of December 2022 the operating revenue (excluding capital grants) and expenditure
actual represented 49.09% and 52.10% respectively of the approved budget. The outcome reflects a
variance of 0.91% (unfavourable) and -2.10% (unfavourable) respectively, when compared to the
average target of 50% and 50% respectively (based on the sixth month of the financial year).
However, considering the under collection of debtors, outstanding creditors, the under spending on
capital projects and operating expenditure and the low cash and cash equivalents, expenditure should
be restrained in the new financial year, without neglecting service delivery, to ensure a positive cash

flow.

The actual year-to-date capital expenditure until 31 December 2022 represents only 21.20% of the
approved budget, when compared to a target of 50% (fifth month), a variance of 28.80% for the year
against the target. It should however be noted that additional funding in terms of USDG was only

received very late in March 2022 which impacted on the total spending to date on capital projects.
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41

Financial Ratios

Cost Coverage Ratio — Cash and cash Equivalent/ (Total Expenditure — Non-cash items)

880 728 590/ (669 908 451 — 90 784 910 — 73 733 728) = 1.74 months

The ratio for the month is higher than the norm of 1-3 months which indicates that the city can

meet its financial commitments.

Current Ratio — Current Assets/Current Liabilities

8 861 108 052/11 174 156 208 = 0.79

The status of the Metro is lower than the norm of 1:5 to 2:1 which indicates that the city is not

able to pay its current or short-term obligations for this month.

Capital Cost as % of Total Expenditure — Finance charges/ Total Expenditure

36 229 650 + 91 927 831/669 908 451 x 100 = 19.13%

The finance charges ratio is higher than the norm of 6% to 8% which indicates that payments

on external loans are made according to repayment schedules for the month.

Repairs and Maintenance as % of PPE — R&M/ (PPE + Investment Property)

47 052 520/(18 116 667 963 + 1 585 611 015) = 0.24%

The: ratio is lower than the annual norm of 8% which indicates lower levels of spending on

repairs and maintenance to existing assets and a negatively impact on service delivery.

Coliection Rate: (Gross Debtors Opening Balance — Unallocated Receipts) + Billed Revenue —
(Gross Debtors Closing Balance -Unallocated Receipts) — Bad Debts Written Off) + Actual
Collection / Billed Revenue x 100

8 764 854 198 + 665 422 259 + 56 184 = 9 430 332 641 — 8 923 521 800 = 506 810 842 /665
422 259 = 76.16%

The ratio for the period is lower than the norm of 95% which is an indication that the Metro

should implement corrective measures to ensure that the credit control policy is effective and

efficient.
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KEY DECEMBER 2022 PERFORMANCE (FINANCIAL) INDICATORS

The outcome in terms of the performance indicators is as outlined on the Supporting Table SC2 of the
report pack. The various ‘Debtors’ ratios are also a cause for concern and are impacted by the size of
the debtor’'s book.

INTERDEPARTMENTAL AND CLUSTER IMPACT

This report is prepared to achieve MFMA compliance.

COMMENTS OF THE HEAD: LEGAL SERVICES

The abovementioned report as such does not call for legal clarification.

IMPLICATIONS

¢ Human Resources

Not applicable.

e Finances (budget and value for money)

This report is an overview of the financial results for the month ended 31 DECEMBER 2022, as

well as any Operating and Capital Budget variances.

e Constitution and legal factors

The implication of approvai of this report is compliance to legislative requirements (Section 71 of
the MFMA).

¢ Communication

In compliance to legislative requirements (Section 71 of the MFMA) this document is provided to

all stakeholders by placing it on the Mangaung website.

¢ Previous Mayoral Committee Resolutions

Not applicable.

CONCLUSION

This report complies with Section 71 of the MFMA, by providing a statement to the Executive Mayor

containing certain financial particulars.
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10. RECOMMENDED
That, in compliance with Section 71 of thé MFMA:

1. The Accounting Officer submits to the Executive Mayor this statement reflecting the
implementation of the budget and the financial state of affairs of the municipality for the month
ending 31 December 2022 and

2. In order to comply with Section 71(4) of the MFMA, the Accounting Officer must ensure that
this statement is submitted to National Treasury and the Provincial Treasury, in both a signed

document format and in electronic format.

SUBMITTED BY:

DATE: _ |3 /e; | 2012
ACTING CHIEF FINANCIAL OFFICER

MS G MALAZA DATE:
NATIONAL CABINET REPRESENTATIVE
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Acting City Manager’s quality certification

|, Tebogo Motlashuping, the Acting City Manager of the Mangaung Metropolitan Municipality, hereby certify
that -

e The monthly report on the implementation of the budget and financial state affairs of the municipality for the
financial month ending 31 DECEMBER 2022 has been prepared in accordance with the Municipal Finance

Management Act and regulations made under that Act.

Print name: __ £ LDO_SIB NLDH el ["w(" h\c‘:]

Acting City Manager of the Mangaung Metropolitan Municipality

"’aj_h’\: g
12 /Ol /”)O‘>?>

Signature:

Date:
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ANNEXURE A

Explanation of legal requirements

Section 71 of the MFMA requires that the monthly report should contain:
(a) actual revenue, per revenue source,
(b) actual borrowings;
(c) actual expenditure, per vote.
(d) actual capital expenditure, per vote;
(e) the amount of any allocations received.
(f) actual expenditure on those allocations, excluding expenditure on-
(i) its share of the local government equitable share; and
(i) allocations exempted by the annual Division of Revenue Act from compliance with this paragraph; and
(g) when necessary, an explanation of-
(i) any material variances from the municipality's projected revenue by source, and from the
municipality's expenditure projections per vote;
(i) any material variances from the service delivery and budget implementation plan;
(iii) any remedial or corrective steps taken or to be taken to ensure that projected revenue and

expenditure remain within the municipality's approved budget.

The statement must also include:

(a) a projection of the relevant municipality's revenue and expenditure for the rest of the financial year,
and any revisions from initial projections; and

(b) the prescribed information relating to the state of the budget of each municipal entity as provided to the
municipality in 