REPUBLIC OF SOUTH AFRICA
————

PROVINCIAL TREASURY

Ref: 12/1/6
Eng: Tema SE
Tel.” (015) 291- 8563 -

To:  All Municipal Managers
Cc:  All Chief Financial Officers
All Section 56 managers and Head of Internal Audit

MUNICIPAL FINANCE MANAGEMENT ACT NO. 56 OF 2003: IN-YEAR-
MONITORING SECTION 71 (6) REPORTING: NOVEMBER 2016

In terms of Section 71 (6) of the MFMA, the each provincial treasury must no later than
22 working days after the end of each month submit to the National Treasury a
consolidated statement in the prescribed format on the state of the municipalities’

budgets, per municipality and per municipal entity.

Attached please find the Limpopo Province Section 71 (6) consolidated statements and
narratives as at 30 November 2016. The report provides a detailed financial

performance of all the municipalities assessed during this reporting period.
Kind regards,
v /Y / [ / o] 7

PRATT CA (SA) Date

HOD: Limpopo Provincial Treasury

Ismini Towers, 46 Hans Van Rensburg Street. POLOKWANE, 0700, Private Bag X9486, POLOKWANE, 0700
Tel: {015) 298 7000, Fax: (015) 295 7010 Website: http/www.limpopo.gov.za



LIMPOPO

PROVINCIAL GOVERNMENT
REPUBLIC OF SOUTH AFRICA

PROVINCIAL TREASURY

Consolidated MFMA S71 Report (Monthly Budget Statements)
As at 30 November 2016

Disclaimer

This report contains information in summary form and is therefore intended for general guidance
only. It is not intended to be a substitute for detailed research or the exercise of professional
Judgment. Limpopo Provincial Treasury hereby disclaims any and all responsibility for any loss,
injury, damages, or expense directly or indirectly arising out of or relating to the use or reliance on

this publication or the material contained therein.

This report has been prepared for all Districts in the province and their local Municipalities,
Limpopo Legislature, Provincial and National Treasuries. Provincial Treasury does not accept
responsibility to any other party to whom it may be shown, or who on their own volition, may
decide to rely on it. This report has been compiled based on preliminary information obtained
from the National Treasury Local Government Database. The information provided, accounting
records or financial statements of the municipalities have not been audited and accordingly the
Limpopo  Provincial Treasury can express no assurances thereon. This publication is in
compliance with, amongst others, Section 71 of the Municipal Finance Management Act No. 56 of
2003, and is not to be used for any other purpose.
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All information in this report is hased on the Section 71 MFMA reports that each Municipal
Manager and Chief Financial Offioer was required to submit fo National Tregstiry. Therefore, any
queries oit the budget, revenue or expenditure figures raflected in the repoit must be referred fo

the refevant Municipal Manager ar Chisf Finansial Officer

Lasffy_. this report may not be copisd in whole or in part withau! the writfen consent of the

Limpaga Provincial Treasury.

1. INTRODUCTION |
The purpose ofj_th_%s report is fo prqf;_ride an gverview of the atate of mun‘écig}g_ﬁ_ﬁnances to

- Identify risk areas In municipal finances to implement proper responzes {o the identified
risks;

- Identify municipalities that are in financiel distress to determine the extent of the financiaf
problems end to establish what support required by the muricipaliies and ¥ an
intervention is required per legislation; and

- Assessing the hudget performance of municipalitios assist in serving as a control and
management tool and as an early waming signal for the identification of financial
probiems.

This report uses actual information from the fatest information from the muricipal In-Year financial

monitoring system (i.e. section 71 reports),

2. BACKGROUND
In terms of section 71(6) of the Municipal Finance Management Act (Act 56 of 2003) (MFMA), the
Provincial Treasury must, within 27 days after the end of each month submit to National Treasury 2
consclidated statement on the state of the municipalities' budgets per municipaity and per municipal
entily. Furthermore, section 71{7) requires that, Provincial Treasury must, within 30 davs after the
end of each quarter, make public as may be prescribed, a consolidated statement In the prescribed
format on the slate of municipaliies budgets per municipality and per municipal entity. The MEC for
Finance must submit such consolidated statement to the provincial legislature no fater than 45 days

after the end of each quarter,
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3.

METHODOLOGY AND APPROACH
The methodology and approach used for the compiiation of this report included the following:

- The data for the analysis used in this feport was extracted from the Nationa! Treasury
Local Government Database. Section 71{1) requires the Municipal Aetounting Officer By
no fater than 10 working days after the end of sach month submi % the Mayor of the
muicipality and the refevant provincial treagiry 8 staternent of the municipaiiies budget
performance in a prescribe fmmat L

-~ A c‘&m-par%scn was made éeﬁMeen the information submitted fo the Nationa! Treasury
Local Govemment database and the Schedule schediule submitted o Nationa! and
Provincial Treasuriss. |

- Provingigl Treasuty is concemed about the reliability of budget and expenditure fiqures
submitied by municipalities.  was noted in the past tha there has been discrepancies in

the data submitted 10 the Logal Government Database by municipalities. To ensure that
the figures published by Provincial Treasury are reliable. # is imperafive thal each
municipality scrutinise, verify and sign-of the Appendix B schedules sent fo National

Treasury,

Tables

Included in this report are monthly reports of municipalities in the LIMpopO provinge as prescribad by

MFMA, The report includes C1 schedule of Quarterly/manthly budget statements summary of the

municipalities ogether with deblors and creditors reporls,

Key Observations

B

LP conso

Frovincial Treasury uses the Nationat Treasury LG database as a prim ary source to this report,
There are 27 Municipalities in the provinge, 3 municipaiitios have not submitted their retums by the
legislatad dus date.

The information reported in this publication is therefore based on the actual monthly return forms
submitted by the municipalities.

Municipaiities are largely relying on govemment grants, despite the potential for secie-sconomic
developrent and self-sustainability.

Expenditure in all municipalities exceeds income by a margin of aimost 40 percent.
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Majority expenditure tem in the pravince relates to employes refated costs,

k=34

7. The maerity of deblors ore outstanding for more than 90 days and long utstanding debiors were
ot writien-off, $hus indieating poer debt management as evidencad by poor collection rate.

8  Municipalities in the province are falling to ;ia}y thelr Creditors within 30 days which is i
contravantion with MFAJA Section 65,

9, L‘-Di}éf;iian on sarvice charges ha‘s'decreaséd as ccm;ﬁafed- to the previous month,

10 Low épéndé-ng an capital projects which may result for municipalilies to surrender unspent portion to
Nationat Revenue Fund (NRF),

EBecommendations

b Municipaliles shouid submit all retums in terms of the legisfation in order to have an analysis

which is ralishle and accurate.

I

Revenue collection policles in municipalities should be reviewed for effective revenue coflection

strategies,

3. Creditors should be paid as per legistated periods and signed agreements; fallure o do 30 reasons
should be provided.

4. Municipalities unable to upload their refumns on the LG Database should contact Provincial or
National treasury for assistance.

5. His recommended that the accounting officers o consider and present the section 71 feadbark
reports fo Council and also address issues raised by Provincial Treasury.

8. Municipalities must consider approaching service providers in order to configure the financial
system 1o produce the required reports. Furthermore, municipalifies may inspect their contracts
with the service providers to chesk the terms of the contract to see if the service Is provided.

7. Given the significant portion of dehis oulstanding in over 80 days category, the municipalities are

advised 1o infensify and monitor the debt coliection,
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