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1. PURPOSE

The purpose of this report is 10 present to the Head of Departiment (HoD) the
state of municipalities’ financial performance as at end May 2011; to seek
approval to submit the consolidated monthly budget statements of ali 30
municipalities to the National Treasury, and to publish these statements on the

Limpopo Provincial Treasury's website.
2. BACKGROUND

In terms of section 71(1) of the MFMA, 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 provincial treasury a statement in the
prescribed format on the state of the municipality's budget reflecting the following

particulars for that month and for the financial year up to the end of that month:

a) Actual revenue, per revenue source,

b) Actual borrowings;

¢) Actual operating expenditure, per vote;

d) Actual capital expenditure, per vole;

e) The amount of any allocation 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 variance from the municipality's projected revenue by
source, and from the municipality’s expenditure projections per
vote;

ii. Any material variance from the service delivery and budget

implementation plan; and
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ili. Any remedial or corrective steps taken or to be taken to ensure that
projected revenue and expenditure remains within  the

_municipaiity‘s approved budget.

According to section 71(6) of the MFMA, the Provincial Treasury must by 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’ budget, per municipality and per municipal entity.

3. ASSESSMENT TECHNIQUES

The consolidated monthly budget statement is compiled in terms of Section 71(6)
of the Municipal Finance Management Act (No. 56 of 2003). The amounis
reflected in the statements are compared with the corresponding amounts
budgeted for in the municipalities’ adjustment budgets and/or original budget for
those municipalities that did not submit the adjustments budget t0 Provincial

Treasury.
4. DISCUSSION

441 COMPLIANCE WITH MFMA S71 (1) IN TERMS OF SUBMISSION
TIMEFRAMES OF THE MONTHLY BUDGET STATEMENTS
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Submission of Section 71 hard copies reports

Municipality Apr-11 May-11
S5chC/ Date of submission Dacuments sent schg b ate of submission Doguments s&nt
App B AppB
Electronic Hard Electronic Kard

pe 35 - CAPRICON B 16.05.2011 0%A,AC,AD,BSAL,CARCIB 14.6.2011 O5A,CAA,CFAAD,AC,
LIV 351 - BLOUBERG 8 16052011 OSA,CAACFAACAD
LIV 352 - AGANANG B 13.05.2011 O5A,CAACFAACAD
UM 353 - MOLEMOLE C, 13.05.2011 SCHEDULE C
LBVl 354 - POLOXWANE C.B 05.05.2011 0SA,ACAD,BSAC,CAACICB 10.6,2011 OSA,CAMCFAADAC,
LM 355 - LEPELLE-NKUMPI 3B 13.05.2011 05A,CAM,CFAACAD
DC - 47 - GREATER SEKHUKHUB 12.05.2011 OSA,CAACFAACAD B 08.6.2011 054,CAACFAAD AL
L5 471 - ERHRAIM MOGALE 1B 13.05.2011 GSAACAD,BSAC.CAAC
LIM 472 - ELIAS MOTSOALEDIB 10.05.2011 O5A,CAACFAACAD 8 08,6.2011 QSA,CALCFAADAC
1M 473 - MAKHUDUTHAMALG 13.08.2011 0O5A,CAACFAACAD B 14.6,2011 05A,CAA,CFAADAC
LM 474 - FETAKGOMO 8 16.05.2012 05n,AC,AD,BSAC,CAACIC,B 14.6.2011 05A,CAACFAAD AL,
LIM 475 - GREATER TUBATSE |B 16.05,2011 08A,CAACFA
D33 -MOPANI B 12.05.2011 05A,CAACFAADAC B 14.6.2013 GSA,CANCFAADAC
LiM 331 - GREATER GIYANL B 16.05.2011 05A,AC,AD,BSAC,CARC
1iM 332 - GREATER LETABA iC, 13.05.2011 SCHEDULE C c.8 08.6,2011 0O5A,CAACFAAD,AC
LIV 333 - GREATER TZANEEN |B 16.05.2011 0%A,CAA,CFAADAC
LIl 334 - BA- PHALABORWA (.8 10.05.2011 0SA,CAA,CFAADAC B 10.6.2011 OSA,CFAADACCAA
Livi 335 - MARULENG B 13.05.2011 OSA,CAA,CFAADAC B 10.6.2011 058,0AA,CFAAD AC
D¢ 36 - WATERBERG B 13.05.2011 05AAC,AD,BSAC,CAAC|C.B 14,6.2011 05A,CAACFA ADAC
LIV 361 - THABAZIMBE B 09.05.2031 27.05.2 05A,CAA LD BSACCFALB 7.6,2011 0OSA,CAACFAADAC
LIVi 362 - LEP HALALE & 13.05.2611 OSA,CAACFAADAC
LI 364 - MOOKGOPONG
LIvi 365 - MODIMOLLE <, 12.05.20611 SCHEDULE C C 10.6.2001 05A,CAACFAADAC
LIM 366 - BELA-BELA B 16.05.2011 CAAAD B 14.6.2011 05A,CAACFAAD,AC
LIV 367 - MOGALAKWENA {8 13052011 05A,AC,ADBSAC,CAACLB 14.6.2011 Q5A,CAACFAAC
DC 34 - VHEMBE B 16.05.2011 16.05.2§05A,CAA,CFA,ADAC B 14.6,2011 54,CAR,CFAADAC
LM 342 MUSINA B 16.05.2011 0O5AACAD,BSAC,CAA LD 14.6.2011 05A,CAACFAACAD
LM 342 - MUTALE 8 12.05,2011 05A,CAACFAAD,AC
LiM 343 - THULAMELA B 16.05.2011 05A,ACAD,BSAC,CAACIB 13.6.2011
LiM 344 - MAKHADO 8 16.05.2011 05A,CAACFA AL AL

Source: In-Year Monitoring Reports Database
Legend: AC - Aged Crediiors! AD - Aged Debtors; CFA - Cash Flows Actuat, CAA — Capital
Acquisition Actual, OSA - Operating Statement Actual



As shown in table 1 above, at the time of publishing this report, submissions of
MFMA S71 returns were made by twenty nine (29) municipalities, except for
Mookgophong municipality that did not submit the retumns. Blouberg and
Mogalakwena did not submit the age debtors analysis prescribed in terms of
MFMA S71 (1) by Nationai Treasury.

Eleven (11) municipalities submitted the electronic returns late (i.e. after the due
date of 14 June 2011). Incomplete and non-submissions of returns make the
consolidated assessment report difficult to reflect accuraie and realistic
information about the financial status of the municipalities. Non compliance
letters were also forwarded to the Accounting Officers of the municipalifies

concerned.

4.2 IMPLEMENTATION OF MUNICIPAL BUDGETS

Financial Performance

This section of the reports focuses on the financial health of the municipality as
submitted by 29 municipalities in May 2011 monthly budget statements. Details
on how the municipalities’ revenue collections as well as the expenditure thereof
are reflected. The actual collection and or expenditure performance of the May
2011 and the year-fo-date month will be compared against the adjustment

budgets of the municipalities.



4.2.1 OPERATING REVENUE

Table: 2 below shows the actual operating revenue collected against budget

Originai/adj Actual Actual Ac-.}*ual
Code Municipality usted . receipts for receipts dr:tc;e:;tf/:zf
budget the month year to date budget

NPO3a2 ‘Makhuduthamaga 147 3 165 113%
NPO3a3  Fetakgome 44 1 40 93%
NP O3ad {Ephraim Meogaie 140 5 104 TAYs
NPo3ak iGrea{er Tubatse 181 53 ‘ 153 B4%
NPO3as ;Elias Motscaled 220 | 23 165 75%
D47 Greater Seknukhune | 386 56 707 183%
D e TSI e ea s
NP331 ‘Géeatar Giyani 128 2 ) 143 112%
NP332  Greater Letaba 169 3 919 54%
NP333  Greater Tzaneen 510 31 502 118%
NP334 Ba-Phalaborwa 263 15 224 85%
NP335 Maruleng 79 8 75 95%
Dc3s  Mopani District . 572 o, .. 877 118%
Mopani District 1720 3 1.812 105%
NP341 ?Musina 435 16 138 102%
NP2 ‘Mutale : 4 58 82%
NP343 Thulamela 12 409 102%
NP344 ‘Makhada 21 450 | 73%
Dcas  vnemveDistiet | 488 s 787 175%
nemve e aeat| niow
NP351  Blouberg 3 s3 50%
NP352 Aganang 86 138%
NFP3a53 ‘Molemaie 87 3 77 89%
NP354 polokwane 1,285 88 | 1,198 23%
NP355 Lepelle-NKkumpi 175 10 - 190 108%
Dcas  Capricorn District | 2 347 _80%
capricarn . 2,078 944 _84%
NP361 ‘Thabazimbi 179 @ 155 BT %
NP362 Lephalale 2093 14 350 119%
NFP363 él\ﬁookgophong 92 0 58 B53%
NP 384  Modimoile 171 10 160 24%
NP365 ‘Bala-Beia 174 13 168 97%
NP 366 Mogalakwena 453 29 552 122%
pess waterberg District _tor 1 1es L8
Waterberg } 1 'i‘?fé [ 1.548 : 105%
Total ' ‘ 405 8,477 105%

Sources: In-year monitaring database




The table above indicates that municipalities realized R8.4 billion as at the end of
May 2011 against the total operating revenue budget of approximately R8.4
billion. The cumuiatlve total operating revenue collected as at the end of the
month under review stands at 105.0 per cent. This represents an increase by 5.0

per cent from last month's 100.0 per cent average.

Prominent features of operating revenue per district:

o Sekhukhune District: - Sekhukhune District municipalities’ performance has
always been the lowest at a provincial leve! with a year to date average ratio
of 89.0 per cent realized. Ephraim Mogale locai municipality is the lowest
performer in this District with 74.0 per cent. The highest performer is
Sekhukhune District municipality achieving an over collection of 183.0 per
cent followed by Makhuduthamaga local municipality with 113.0 per cent of
the budget. This may be an indication that the two municipalities under

budgeted in terms of revenue collection.

o Mopani District: - The table above reveals that the District's average
performance stands at 105.0 per cent which reflects an over collection with 5
per cent. This represents R1.8 billion collection against a budget of R1.7
billion. Mopani District Municipality reported a collection percentage of 1 18.0.
This is as a result of a year to date collection of R677 million against an
annual budget of R572 miilion. Greater Giyani, Greater Tzaneen and Mopani
District have collected more than their budget, and this leads to the District
over collecting by 5.0 per cent of the total budget.

Despite the over performance of the district municipalities, Greater Letaba

municipality is the lowest performer with an average of 54.0 per cent.

o Vhembe District: - For the period under review, Vhembe recorded an

average performance of 110.0 per cent. The major contributor to the 110.0
7



average ratio is the district municipality with an average percentage of 175.0
per cent. The district has a year {0 date collection of R787 million against an
annual budget of R449 million. This is an indication that the municipality has
under estirﬁated their revenue collection. Musina and Thulamela have over
collected with an average of 102.0 per cent. The municipality that achieved
the lowest ratio within the district is Makhado at 73.0 per cent.

Capricorn District: - The district average performance equals 94.0 per cent.
In this district, Aganang reported to have collected 138.0 per cent of the
budgeted operating revenue. Therefore, this may suggests that after the

update of outstanding returns, the average performance is likely to increase.

The second highest performer in this district in terms of percentage is Lepelle
Nkumpi municipality at 108.0 per cent. The performance of Blouberg is siill a
cause for concern, with an average performance for the eleven months period
of 60.0 per cent. In terms of the MFMA 871 submission schedule, returns for
this municipality are not up-to date. Some of the returns for July, August and
December 2010 are still outstanding. This implies that this percentage is not a

true reflection of the financial status of the municipality.

Waterberg District: - The district's average performance as at the end of
May 2011 stand at 105.0 per cent. Lephalale and Mogalakwena remain the
highest performers for this district with average performance of 119.0 and
122.0 per cent respectively. The municipality with the lowest performance
ratio is Mookgopong at 63.0 per cent. In terms of the MFMA S71 submission
schedule, returns for this municipality are not up-1o date with outstanding
submissions for February, March, April and May 2011. This implies that the

percentage is not a true reflection of the financial status of the municipality.

Erom the information afore, it is evident that twenty seven municipalities in

this province are performing well in terms of operating revenue collection. The
8



only three municipalities that have the lowest ratios are Greater Letaba,
Blouberg and Mookgopong. However, the following municipalities reflected an
over achievement; Makhuduthamaga, Greater Sekhukhune, Greater Giyani,
Greater Téaneen, Mopani District, Musina, Thulameala, Vhembe District,
Aganang, Lepelle Nkumpi, Lephalale and Mogalakwena. This suggests that
MEMA S18 was probably not complied with in terms of realistic revenue

coliection.

Table 4 below shows the performance of individual sources of revenue compared

with approved budgets.

Table 3: Consolidated revenue sources as at 31 May 2011

Budget Year 201011
Bescriptien %ﬁg‘;‘;‘ A:é‘;?:f EMonthly ac.tuaié YearT Sﬁ;;;:

R million Budgst ~  Budget  Actual Aotal %
Financial Performance f E

Property rales 519 543 57 662 103%

Service charges 2271 - 2,195 185 1854 84%

investment rsvenue 22 212 79 245 116%

Transiers recognised 3,891 3761 2 4944 131%

Oherownrevenve } w8 A2 S qe 6%
— T he s wemow

The above Table 3 provides an overview of totals for five line items on:-
o Total original and or adjusted budget
o Monthly actuals
o Year to-date actual, and

s Percentage revenue collections.

The table above reflects the original budget of R8.3 billion for total revenue on
financial performance, which was then adjusted downwards to R8.0 billion. For
the period under review, the actual collection for the month accounts to R 405

million and the year to date revenue collection of R8.4 billion or 105.0 per cent.
9



Total revenue was under budgeted because 1o date the collection stands at

105.0 per cent and the financial year is left with one month to end.

The discussions on the performance of the individual revenue sources follows

beiow:

o Property rates: The collection rate stand at 103.0 per cent or R662
million of the adjusted budget of R643 million. The collection

performance is above the budgeted amounts.

o Service Charges: The generated revenue on service charges stands
at 84.0 per cent (R1.8 billion) of adjusted budget of R2.1 billion.

o Investment revenue: The year to date collection realised under this
item stands at R245 million (116.0 per cent) compared to adjusted
budget R212 million. Although investment revenue has the least
revenue collection in rand value, its ratio ranks it second after transfers
recognized. Municipalities have under budget on this line item as it is

already more than 100 per cent

o Transfers recognized: It is evident in the table above that transfers
recognized remains a key revenue instrument, accounting for R4.9
billion or 131.0 per cent of the year to date’s total revenue collection
against the adjusted budget of R 3.7 billion. This is an indication that
municipalities are more reliant on grants and the line item was under
budgeted.

o Other revenue: Income generated from minor sources stands at 62.0
per cent (R772 million) out of a budget of R1.2 billion.

10



An analysis of the five revenue line items as discussed above concludes that
municipalities are relying on grants and subsidies. Property rates and investment
revenue are showing good performance in terms of revenue collection

and it further‘reﬂects that consumers are responding well in terms of paying for
property rates and on the other hand municipalities are receiving revenue from

the investments made.

4.2.2. OPERATING EXPENDITURE
This section deals with the operating expenditure performance for the period

ended 31 May 2011 against the annual budget. Table 4 below consolidates this

performance.
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Tabie 4: Consolidated operating expenditure as at 31 May 2011
Financial Poerformance
Codo Municipality Fotal Exponditure
. Actual :
R million R million Originalfagj exponditura oxp‘:?:i:::.lm f::l:tlus::;t
ustod for the
budgat month ; yoar to dato . of budget
NFO3a2 Makhuguthamaga 109 7 73 B7%
NPO3a3 Fetakgomo 43 3 35 81%
NEO3ad ‘Ephraim Mogale 140 7 108 7%
NF03a5 ‘Greater Tubatse 180 13 111 52%
NEQ3ab Elias Motscaledi 231 18 151 65%
og47 ... OresterSekhukiune 420 _so} o @ee L TIR
Sokhuknuno _ e , 1128 78 774 59%
NP3 ‘Grreater Glyani 142 ° g 95 B7%%
NP332 ‘Grealer Letaba 114 : ] 7%
NP333 ‘Greater Tzaneen 523 50 498 95%
NPA34 Ba-Phaiabonva 304 20 249 82%
NP335 ‘Maruleng 75 4 54 73%
pcas  Mopani District .4 . .1 433 ; 31%
MopaniDistriet Caess, 10 v 6T
NP341 ‘Musina Taas 7 138 e
NP342 ‘Mutale 64 9 64 101%
NP 343 Thulamela a7 20 217 59%
NP344 Mekhada 515 36 351 B8%
DG34 i Vhembe Distict 442 28 3a0 88%
Vhombo e - _ S wen e 75°%
weast Blouberg 9 53 60%
NP352 tAganang 67 5 41 62%
NP3s3 Motemole 58 4 36 40%
rP354 ‘Polokwane 1284 93 895 | 70%
NP355 Lepetie-Nkurmpi 131 8 85 50%
DC35 . Capricomn Distriet 433 s L L0 D 2.
coprizore. o S siir] s el e
NP3st Thebazme Cars 7. 152 B7%
NPasZ Lephalale 322 58 azs 101%
NP363 Mookgophang 92 0! 55 5085
NP354 ‘Medirmoite $71 g 523 72%
NP365 ‘Bela-Bela 156 11 140 89%%
NP36S iMogalakwena 486 30 314 65%
DC36 e ‘waterbarg District [ L. 1 TS 7%
watebora | s aze e 7o
Total 7,809 595 5875 B
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The table above reflects the status of all municipalities in terms of the total
operating expenditure budget amounting to R7.9 billion. For the period under
review, the consolidated actual expenditure amounts to R5.8 billion or 74.0 per
cent of adjustéd budget of R7.9 billion. For the period under review, the operating
expenditure is low when compared fo the total actual revenue collected. It is
assumed that the difference between actual revenue coliected and the
expenditure thereof will cater for the capital projects of municipalities. The
discussion below aims to identify those municipalities with comparatively high
performance as well as those that are under spending on the operating

expenditure budget.
Performance per District:

o Sekhukhune District: The operating expenditure figures of Sekhukhune
District put it in the fourth position. The total adjustment budget for
operating expenditure stands at R1.1 billion. The actual expenditure for
the month is at R78 million, resulting in an expenditure {o date of R774
million or 69.0 per cent. Fetakgomo over performed at 81.0 per cent
meanwhile Ephraim Mogale and Greater Sekhukhune further over
performed 77.0 and 71.0 per cent respectively. The lowest performance is

noticed on Greater Tubatse as it reflects 62.0 per cent.

o Mopani District: Table 4 above reveals that Mopani District is the highest
performer in terms of the average ratio. The performance of this district
stands at 87.0 per cent. Within this district, Greater Tzaneen records the
highest ratio of 85 per cent, followed by Mopani District Municipality and
Ba -Phalaborwa achieving 91.0 and 82.0 per cent each. The lowest ratio

was achieved by Greater Giyani at 67.0 per cent.



a

Vhembe District: The operating expenditure performance is at 75.0 per
cent of the total adjustment budget of R1.5 billion. The actual operating

expenditure for the month is at R101 million and, the expenditure to date
stands at R 1.1 billion. The highest ratio in this district was achieved by
Mutale (101.0 per cent) followed by Musina (97.0 per cent). The lowest

ratio was achieved by Thulamela at 59.0 per cent.

Capricorn District: The overall adjustment budget of the district stands at
R2 1 billion and the expenditure to date is R1.3 biliion or 84.0 per cent.
Polokwane is the highest as it stands at 70.0 per cent, followed by
Capricorn at 58.0 per cent and the lowest is Molemole as it stands at 40.0

per cent. This district has the lowest expenditure rate in the province.

Waterberg District: The overall adjusted budget of the district stands at
R1.5 billion, the expenditure to date is R1.1 billion which results to 79.0
per cent. This puts Waterberg District in second position in terms of
operating expenditure percentage. In this district, Lephalale has the
highest expenditure percentage of 101.0 followed by Bela -Bela and
Thabazimbi that achieved 89.0 and 87.0 per cent respectively.
Mookgopong Municipality stil has the lowest percentage of 60.0.
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Table 5 below shows the consolidated actual operating expenditure against

budget for all municipalities per fine items.

Table 5: Consolidated operating expenditure as at 31 May 2011

Budget Year 201014
Description OB::%Z]:: : A;::;ﬁ:f Monthiy acluaié Year TD S;;;;;f
R mitlion Budget :  Budget : Actuat . Actual : Y
Financial Performance
Employee cosis 2619 2562 23 2,193 85%
Remuneralion of Councilors 283 266 - 17 225 B5%
Debt impairmant 135 1 0 6 &%
Depraciation and amortisation 324 - 455 . 10 99 22%
Finance charges 7 3% 0 1 88%
Materials and bulk purchases 1691 1,586 147 ¢ B6%
ovrsperge | osam e 7%

Source: In-Year Monitoring Reports Database

Analysis of the individual expenditure items is reflected as follows:

o Employee Related Costs: From the table above, it is evident that
employee costs constitute the highest expenditure for municipalities in
Limpopo in terms of rand value. However, in terms of average ratios it
is the second highest with an average ratio of 86.0 per cent. This line
item is made up of salaries, benefits and allowance for municipal
officials. For the year-to-date, the total expenditure stands at R2.1
billion of R2.5 billion adjusted budget.

» Remuneration of Councilors: The percentage spent on the
adjustment budget is 85.0 per cent. However, the rand value of this
line item is at R225 million of R266 miilion budget.



o Debt impairment: This refers o provision for bad or irrecoverable debt.
The line item has an adjustment budget of R111 million, while the year
to date (YTD) actual reflects R6 million or 6.0 per cent of the adjusted
budget. There was no movement in this regard compared to the

previous month.

o Depreciation or amortization: Expenditure stands at 22.0 per cent of
the adjusted budget, with YTD of R99 million and monthly actual of
R10 million. The majority of municipalities in this province do not
allocate monthly expenditure to this item; this item is neglected
because it is a non-cash item. The allocation thereof is usually made at
the end of the financial year; hence, material under spending in this

item is reported during the financial year.

o Finance charges: Expenditure in this item is made towards the
payment of interest from external borrowings and leases. The YTD

actual is R31 million (88.0 per cent) of R35 million adjusted budget.

o Materials and bulk Purchases: The performance on this item stands
at 88.0 per cent. In terms of average ratio, it is the highest performing
item in the operating expenditure budget. In rand value, the item’s year
to date expenditure is R1.3 billion over an adjustment budget of R1.5
billion. This item includes the purchase of bulk water and electricity.
This is the line item that represents the ability of the municipality 1o

deliver services to communities out of the operating budget.

o Other expenditure: This includes general expenses such as
telephones and purchase of office supplies. Out of the adjusted budget
of R2.8 billion, the YTD actual spending stands at R1.9 billion or 67.0

per cent.
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The performance of municipalities as per the foregoing discussion suggests that
municipalities are not able o spend the operaling expenditure budget. This
implies that the maintenance on municipal infrastructure and other essential
services rendered from the operating budget are provided by municipalities. This
is despite the recommendation made through MFMA Circulars for municipalities
io increase spending on repairs & maintenance, especially on revenue

generating assets.

4.2.3 CAPITAL FUNDING

Table §: Consolidated capital funding per item as at 31 May 2014

Dascription Qriginal Adjusted © Bonthly  YearTD Spent of
R miliion Budget @ Budget . Actual Actual !
Funds sources 5 :

External Loans 650 658 . 8 32 5%
Asset Financing Reserve - - 10 185 |

Surplus Cash 334 334 26 126 ° 38%
Public contributicns! donations 152 152 ~ 0. 0%
Gavarnment Grants and Subsidies 2514 2514 156 1,849 2%
Leases 40 my 1 27 . 68%
Other Ad-Hoe Financing Sources 28 28 - 1 1 5%
Other 150 - 208 2 93 . 45%
Total sources 3918 3,933 204 2,284 58%

Source: in-Year Monitaring Reports Database
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The municipalities fund their capital expenditure in various ways such as external
loans, surplus cash, public contributions/donations, government grants and
subsidies, leages, ad-hoc financing and other sources. Table 6 shows that grants
and subsidies are still preferred source of finance with the fotal percentage
spending of 72.0 per cent, followed by leases which stands at 68.0 per cent.
Municipalities are decreasingly using external loans to fund their capital
expenditure and the above table shows that the spending patterns stands at 5
per cent or R32 million for the year-to-date. Municipalities also fund their capital
expenditure from surpluses generated from their trading activities or from raies

which stands at 38.0 per cent.

Other sources of funding used by municipalites are ad-hoc financing sources at

(5.0 per cent) and “other” unspecified sources of funding are at (45.0 per cent).

4.2.4 CAPITAL EXPENDITURE

Per capita spending by each municipality varies greatly. it is mostly determined
by the demographics, the socio-economic context and the power and functions in
a particular municipality. The table below aims to show the manner in which

municipalities spend according to the capital.

Table 7 Consolidated capital expenditure per district per municipality as 31 May 2011

18



Actual Actual Actual
. R Originaliad | expenditu expenditu | spentto

Code Municipallty justed re for the | re year to | date as Yo
budget month date of budget

NPC3az | Makhuduthamaga 83 a8 38 45%
NPO3ad | Fetakgomo 13 4 12 B89%
NPO3a4 | Ephraim Mogale 23 1 20 87%
NPO3as Greater Tubatse 47 2 20 43%
NFO3a6 |HBias Motsoaledi o4 =] 61 65%
DCA7 Greater Sekhukhun 365 31 233 56%
Sekhukhune 514 53 383 2%
NP331 Greater Giyani 56 4 18 32%
NP332 | Greater Letaba 58 2 26 44%
NP333  {Greater Tzaneen 121 17 73 80%
NPa34 |Ba-Phalaborwa 58 4 18 30%
N335 Maruleng 27 3 15 55%
D33 Mopani District 110 10 304 278%
Mopani Ristrict 430 39 453 105%
NFP341 Musina T4 ] 12 B9%
MNP342 Mutale 17 1 12 70%
MNF343 Thulameia 101 3 58 57 %
NP344 | Makhado 166 41 a8 52%
[XC34 Vvhembe District 570 31 604 106%
Vhembe BosB 46 T3 B6%
NF351 Blouberg 32 3 19 650%
MNP3s2  LAganang 54 1 18 36%
NF353 | Moiemole 18 Q 8 56%
NE3H4 Folokw aneg 342 18 200 59%
NE3SS | Lepele-Mampi a2 8 39 43%
DC35 Capricorn District 221 10 109 50%
Capricorn 755 37 402 53%
NP361 | Thakazimbi a7 [+] 2 4%
NPF362 Lephalaie 2] 8 1156 119%
NP3S3 Mockgophong 26 ] 7 26%
NP3s4  iviedimolle 37 2 19 50%
NP365  |Bela-Beia 25 3 14 56%
NP386 | Mogalakw ena 209 17 162 T7%
D36 Waterberg Ristrict 20 1 4 18%
VWaterberg 461 31 321 T0%
Total 3,158 209 2,325 Ta%

The main features of table 7 are the following:

Q

Mopani District: - The total district's original budget has been adjusted
downwards from R478 milion to R430 million. The year to date
performance against the adjustment budget is 105.0 per cent. This high
performance is as a result of Mopani district municipaiity with year to date
expenditure percentage of 278.0 per cent and the lowest performance

reflected by Ba-Phaiaborwa with 30.0 per cent.

Vhembe District: -The average performance for the district stands at 86.0
per cent of the adjusted budget. Vhembe District has the highest year to
date capital spending rate at 106.0 of a total original capital budget of R
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570 million. The lowest performing municipality is Makhado at 52.0 per

cent.

Waterberg District: - The district's original budget was adjusted from
R526 million to R461 million. Actual performance to date is 70.0 per cent
of the adjusted budget. Lephalale is the highest performer achieving 119.0
per cent and the lowest performer is Waterberg District with 18.0 per cent
of the R20 million budget.

Sekhukhune District: - The year to date performance is 62.0 per cent.
The highest performer is Fetakgomo at 89.0 per cent, while the lowest

performer is Greater Tubatse at 43.0 per cent.

Capricorn District: - The district incurred an expenditure amounting to R
402 million or 53.0 per cent. The highest performer is Blouberg at 60.0 per
cent followed by Polokwane at 59 per cent while the lowest performer is

Aganang at 36.0 per cent.

Table B: Consolidated capital expenditure by assel class as at 31 May 2013

Description Original ~ Adjusted  Monthly " YearTD @ Spentof

R miilion Budget ' Budget Agtual Actual %
Capital expenditure : : :

Infrastructure 2,397 2,401 172 1,948 81%
Community 334 373 19 153 41%
Heritage assets 1 3 0: -

investment propenies - 1 0 0. 23%
Other assets ars . 364 19 223 61%
Agricultural assets 2 3 0 1 29%
Biologicat assels - - - -

Intangibles 25 ¢ 14 - -

Total Capital expenditure 3,235 3,158 209 2,326 T4%e

Source: In-Year Monitoring Reports Database

o Infrastructure — The total year to date spending on this line item is R1.9
billion or 81.0 per cent of the adjusted budget of R2.4 billion.
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o Other assets — The line item’'s budget stands at R 364 million with the
year to date actual of R223.0 million or 61.0 per cent of the adjusted
budget.

o Agricultural assets— The line item’s budget stands at R2 million, with a

year to date actual of Rl millien or 29.0 per cent.

o Community asset — The budget for community assets was adjusted from
R334 million to R373 million. The year to date expenditure for this item is

R153 million or 41.0 per cent.

o Investment Properties — From an adjusted budget of R1 million, this item

achieved 23.0 per cent of spending to date.

o Heritage and Intangibles - T he adjusted budget on this item is R3

million, to date no expenditure was incurred on the item.

This section provided detailed analysis of the capital expenditure budget.
Conclusions which can be drawn from the two tables afore are that
municipalities are highly dependent on grant funding for capital expenditure
purposes, and that the majority of municipalities are performing poorly in

terms of spending on conditional grant funding.

An analysis of capital budget shows that funding is less than expenditure
because other Municipalities do not reflect their capital funding.



4.2.5 DEBTORS AND CREDITORS

Debtors Age Analysis

The analysis in tables 9 and 10 below show the status of debtors and creditors
as at 31 May 2011

Table §: Debtors Age Analysis

Dehtors per district 0.30 Days | 31-60 Days  61-90 Days 31120 Daye 121-150 Dys 451180 Dys 181 Dys-1Yr  Total
Dehtors Age analysis ' : : _ j

Sekhukhune 27 - 0 5 % - 0 154
Nopani A 57 2 a3 2 170 282 595
Vhembe B 2 23 17 89 140 51 359
Capricon 107 2 2 40 275 | 48 15 533
Waterberg 37 l 26 l 25 l 05 ‘ 138 l - ‘ - l 530

Sourca - In-Year Monitaring Reports Database

Low collection consumer debts remains a challenge in Limpopo Municipalities.
The low collection of revenue is due 10 residents, the businesses and
government departments not paying municipal bills. The provincial debtors book
is increasing on a monthly basis. In February 2011, the total amount owed to
municipalities amounted to R1.9 billion, while in March 2011, the total amount
owed was R2.0 billion, the previous month (April 2011), the amount owed was
2.2 billion, while this reporting month (May 2011) the total amount is R2.1
billion. A decrease of R80.0 million from April 2011 has been noted.

Mopani District records the highest total debt of R596.0 million, followed by
Capricorn District with R533.0 million, Waterberg District reveals amount of
R530.0 million, while Vhembe District records R359.0 million. The District with
the lowest debt is Sekhukhune with R154.0 million. As indicated on the above
table, R196.0 million or 9.0 per cent is recorded between 0-30, while the rest
(R1.9 billion) is for more than 30 days, and it represents 90 per cent of the total
debis.

Creditors Age Analysis

o]
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Tabie 10: Consofidated Creditors as at 31 May 2011

Creditors per district § 0-30 Days? 31-60 Days | 61-90 Days 91-120 Days121-150 Dys} 153-180 Dys 181 Dys-1 Yr Total
Crditors Age analysis| - : 5 :
Sekhukhune 14 2 1 3. - - - 20
Mopari 39 0 6 9. - - 9t
Vhembe 5 3 51 1 15 3 - 13
Capricom 51 1. " 15 12 10 1 136
Waterberg w2822 AR L I
ot - - S R T - .

Sgurce: In-Year Monitoring Reports Database

The key characteristics of table 10 are as follows:-

Compliance with the section 65 (2) (e) of the Municipal Finance Management Act

(Act No.56 of 2003) and Circular 49 of the same Act still remains a challenge.

Table 10 above reveals that municipalities owe suppliers an am

ount of R335.0

million. Municipalities reported having creditors owed for more than thirty days in

the prior months; for instance, in February 2011, the report revealed a {otal

outstanding amount of R306.0 million, as at end of March 2011 the total amount

owed was R407.0 million, while in April 2011 the total amount was R359.0 million

and this reporting month, an amount of R335.0 miilion has been recorded.

]
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The above table further suggests that R188.0 million or 56.0 per cent is owed to
creditors and suppliers for more than thirty days period. This is a direct
contravention of the MFMA circular 49 and MFMA section 85 (2) (e); which
requires that credltors owed by municipality should be paid within 30 days of
receiving invoices or statements. The amount stated above is owed to Eskom,
Water Board, The Auditor General and other trade creditors. Capricorn District
has the highest amount of outstanding creditors which stands at R136.0 million,
followed by Mopani with R91.0 million, Waterberg records R56.0 million, while
Vhembe owes R33.0 million and lastly is Sekhukhune with the lowest balance of
R20.0 million.

Table 11: Consalidated cash flows as at 31 May 2011

Cash flows vy August | Sept ?O?{f’_t__’”? Noy . Des | January  Feb  Maoh  Apdl_ May
Opering CasnBalance | 205 1411 142 0 o8 14| 1s2| 148 1415, 2 4732
SupTol (Receipls) | 2443 965 646 906 1483 1495, 704 75 191 o ss 775
SubToslPaymers) | 1040 955 1083 B0 1013l 130| e, 75T s 100 o2

Closing Balance \ass st @t @B 131 1405 1433 190 2240 164 BRYI1

The opening cash balance of the municipality as indicated on table 11 above is
R206 million as at July 2010. The opening balance remained favorable from the
start of the financial year until the period under review (May 2011). The opening
the opening balance for May 2011 is R1.7 billion with the total receipts of R 775
million and total payments of R982 million. The closing balance stands at R1.4
million and it is a concern to Provincial Treasury for municipalities to have such
amount of closing balance due to the fact that creditors are not paid on time and

the spending on conditional grants is low.

Even though conditional grants received by municipalities assist municipalities to
have a favorable balance, municipalities are always cautioned to ensure that
conditional grant funding is spent in terms of the grant condition to avoid the
funds being used for other operating activities and/or to revert the fund to the

National Revenue Fund at year end. This has a direct negative impact on service
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delivery as well as on future allocation of grant funding to municipalities from the

national fiscus. The contents of MFMA Circular 48, 54 and 55 regarding the

treatment of unspent conditional grants are always brought to the attention of

municipalities.

5. LEGAL IMPLICATIONS

None

6. FINANCIAL IMPLICATIONS

None

7. RECOMMENDATIONS

It is recommended that the Head of Department:

7.1,

7.2.

7.3.

7.4.

7.5.

Notes the submission of the Monthly Budget Statements by municipalities
in terms of Section 71 of the MFMA for the month ended May 2010/11
municipal financiai year,

Notes that twenty nine  (29) municipalities submitted the May Monthly
Budget Statements.

Notes that seven (6) municipalities submitted the monthly budget
statements in the formats required (Schedule C of the MFMA: Municipal
Budget and Reporting Regulations with effect from 1 July 2010).

Approves the consolidated report and that it be submitted to National
Treasury in terms of Section 71(6) of the MFMA.

Approves that the consolidated report be made public on the Limpopo

Provincial Treasury website.
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Recommended by:

-

et e

AT S S

Ngoep?l:?/{

Senior Manager: MFMA Coordinator

IN YEAR- MONITORING: SECTION 71 (6) REPORTING: May 2011
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