LIMPOPO

PROVINCIAL GOVERNMENT
REPUBLIC OF SOUTH AFRICA

PROVINCIAL TREASURY
Eng: Ngoepe NA

Ref: 12/1/6/8/211
Date; 27 October 2012

Director-General: National Treasury
Private Bag x115%

PRETORIA

0001

Attention: Mr. J. Hattingh

MUNICIPAL FINANCE MANAGEMENT ACT NO. 56 OF 2003: IN-YEAR-MONITORING:
SECTION 71 (6) REPORTING: AUGUST 2012

In terms of 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 consclidated statement in
the prescribed format on the state of the municipalities’ budgets, per municipality and per

municipal entity.

Attached please find the Limpopo Provincial Treasury’'s MFMA section 71(6) consolidated

statements and narratives as at 30 August 2012,

Kind rega{gs,

A , o
I 2’7777/’4:/‘(/4/“ 0‘“’7”//”““
L

Administrator: Provincial Treasury,

Limpopo Government Section 100{1)(b) Constitution, intervention.
Int: Cell; +27(78) 893 2170, Office: +27(15) 291 5366

Date:

Ismini Towers, 46 Hans Van Rensburg Street. POLOKWANE, 0700, Private Bag X9486, POLOKWANE, 0700
Tel: {015) 288 7000, Fax: 285 7010 Website: http/www.limpopo.gov.za




LIMPOPO PROVINCIAL TREASURY

Report on Consolidated MFMA 871 (Monthly Budget Statementis)
As ai 31 Augusi 2012







Conients

LB VT oo 1 OO U ST O PO PPy U P OO PP O PP PP 5
2. BACKIIOUNT. .ot eeie et a st cr e a1 e84 5
3. Methodology f Assessment TechniQUe ... e 6
4, MFMA 871 Compliance Chacklist ... 6
5. Municipal Budget Implemeniation. ... 8
51  Financial PerformManCe ...tk 8
5.2  Capital EXPENTIUIS oo 10
5.3 FINancial POSHION ..ot s 11
5.4  Cash FIOW SIBIEMEBNT ...t e 12
5.5  Debtors and Creditors AQeING ... 12
SR OTe)p 103 LRI Lo n TR OO U SO TP PO OSSO PRR TR UIUVSIORTOPPTORt 14



List of tables

Table 1: MFMA S71 Compliance Checklist. ... &
Table 2: Financial performance ... SRS T ST S U U PO U TP OO PRSP P PP PRSRRRt 8
Table 3: Capital Expenditure and Sources of Funds ... 10
Tabie 4: FINENCIAL POSIHONS 1..iveeree ettt e bbb 11
Table 5 Statemani of Cash FIOW ... 12
Table 6: Debtors AQEING ..o et 12
Table 7 Craditors AGBING ... o e b s 13
List of figures

Figure 1: Financial PerfOrMantCe ... e 9
Figure 2: Capital EXPeNTifUre ..o 10
Figure 3: Financial POSIIONS ..o i1
Figure 4: Statement of Cash FIOW ... 12
Figure 5: DeDIOTS AGBING ... vttt bbb 13
Figure 6: Credifors AQING ..o a e 13



List of acronyms

S

~I

10.
11.
12.
13.
14.

AO
CFO
HoD
1Y M
LPT
MBRR
MEC
MFMA
M
MTREF
NT
PPE
SMME's
YTD

Accounting Officer

Chief Financial Officer

Head of Depariment

In year menitoring

Limpopo Provincial Treasury

Municipal Budget & Reporting Regulations
Member of Executive Council

Municipal Finance Management Act No 56 of 2003
Municipal Manager

Medium Term Revenue & Expenditure Framework
National Treasury

Property, Plant and Equipments

Small Micro & Medium Enterprises

Year to date



1. Purpose
To provide consolidated monthly financial statements for 30 municipalities in Limpopo

Province as at 31 August 2012,

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:

) Actual revenue, per revenue source;
by Actual borrowings;
) Actual operating expenditure, per vote;
) Actuat capital expenditure, per vote;
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
ii. 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 revenug by source,
and from the municipality’s expenditure projections per vote;
ii. Any material variance from the service delivery and budget implementation
plan; and
iii. Any remedial or corrective steps taken or io be taken ito ensure that
projected revenue and expenditure remains within the municipality’s

approved budget.



According 1o 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 Nationai Treasury a
consolidated statement in the prescribed format on the state of the municipalities’

budget, per municipality and per municipal entity.

3. Methodology / Assessment Technique

The consolidated monthly budget statement is compiled in terms of Section 71(6) of the
Municipal Finance Management Act (No. 56 of 2003}. The year-to date budget amounis
reflected in statements are compared with the year-io date actual amounts and

variances are identified.

4. MFMA S71 Compliance Checklist
Table 1: MFNMA S71 Compliance Checklist



Miunicipality

Jul-42

Aug-12

Date of
subrmission

Date of
submission

Flectronic

Electronic

DC 35 - CAPRICON

15.08.2012

14.09.2012

LIV 251 - BLOUBERG

- |14.02.2012

LIVl 352 - AGANANG

14.08.201=2

13.09.2012

Lifg B52 - MOLERMOLE

15.08.2012

14.09.2012

LIM 354 - POLOKWANE

15.08.2012

10.09.2042

LIVE 255 - LEPELLE-NKUNMIPI

08.08.2012

132.09.2012

DC - 47 - GREATER SEKHUKHUNE

14.08.2012

14.02.2012

LIVl 4732 - EPHRAINVI MOGALE

A5.08.2012

LIV 472 - ELIAS WMIOTSOALEDE

LIVI 472 - MAKHUDUTHAMAGA

14 .08.2012

LIVTI 474 - FETAKGOMO

15.08.2012

14.09.2012

14.09.2012

LIVl 475 - GREATER TUBATSE

DC 22 - MOPANI 14.09.2012
LIvI 224 - GREATER GIYAN]

LIV 332 - GREATER LETABA 15.02.2012 |14.09.2012
LIlVIi 332 - GREATER TZANEEN 15.08.2012 |14.09.2012
LIV 324 - BA- PHALABORWA 15.08.2012 |14.09.2012
Livl 225 - MARULENG 15.02.2012 |14.09.2012
DC 26 - WATERBERG 15.08.2012 |14.09.2012
LIV 261 - THABAZIMBI] T ' L
LIVI 262 - LEPHALALE 14.02.2012 |14.09.2012
LIV 264 - MIOOKGOPONG 15.08.2012 |14.09.2012
LIV 265 - MODIMOLLE 15.08.2012 |14.09.2012
LIV 266 - BELA-BELA 14.08.2012 |14.09.2012
LIV 267 - MIOGALAKWENA 14.09.2012

15.08.20412

DC 24 - VHENMBE

c|i14.029.2012

Lifvl B341- MIUSINA

14.09.2012

LinvG B42 - MIUTALE

14.09.2012

LITVE 342 - THULAMELA

14.09.2012

LifVI 344 - MAKHADO

“_5.@3.2012

14.09.2012

Source: In-year-monitoring database

Table 1 indicates that for the month of August 2012, twenty-seven (27) out of thirty (30)
municipalities’ submitted MFMA 871 Schedule C reports. Out of the twenty-seven (27)

submissions, two (2) municipalities submitted their reports afier the due date prescribed

by the MFMA furthermore of all three municipalities that didn’'t submit only Thabazimbi

~i



indicated that the municipality has challenges in relation to the financial sysiem
meanwhile none of iwo municipalities complied with MFMA 874 (2). Non-compliance

letters were sent to Mayors requiring Accounting Officers’ accountability in this regard.

5. Municipal Budget Implementation
This section of the report focuses on progress made by municipalities in budget

impiementation. It covers financial performance ending 31 August 2012.

5.1 Financial Performance
Financial performance statements show operating revenue and expenditure for the year
to date. The variances between the budget and actual expenditure are reflected in

these statements.

Table 2: Financial perfermance

Bource: In-year-moniioring database

w412 Budgst Year 2012113
éﬁ:ﬁe gi:?i‘;j: Ag:;e;: Monthly zetual| YearTO actual :zzrgli Y10 variance | Y10 variznce if:‘izz:
f thousands %
Finzacis! Performancn
Propany raiss 358 0 TAR 0T 329825 58718 135 339 155904 |20 555) 3% 715442
Senvics charges 1427 104 2835025 1434874 242572 439187 485378 (254 189) A% 289808
invesiment rgvany 114827 257 410 1B468 21581 35533 5 557 (23084 35 LR
&d - opsrafonst 1128130 4535154 T 7 1703833 179314 522 R 434250
Ciner pun 1avenua 332 859 1827 697 20742 L4474 152942 THE881|  (3082739) 8% 425843
Total Revenua {exciuding capitsl transfers and 43710201 10235483 2779408 865433 2559674 16096808 {1330019) 5% 8955007
contributions)
Ermployea (035 1425233 3201 2% 36047 242352 453805 151235 (697 4289) Gihl 2955578
Remungration of Gouncitiors 111881 03378 50703 23763 42523 71541 (23 118) S5 HEEH
Ds pruc' tian & azsal impaiment 74105 § 357 645 e 15894 1831 785 G5 (757 353} G55 852 358
charges 35786 79851 56 288 ki Bag 10200 oy a1% He
3 and bolk purchaazs 1603 687 2095 §30 041833 251527 372058 535250 {153 194 GEE 2608482
93178 83 449 1gie KRRy 183 532 285 S B4 853
Otpar 2xpenditure 1332283 3173E0e 65289 183 434 0448 578148 {647 559} B IR
Totel Expenditura 40810858 10245217 24885034 my| t25189 IG3TAGLY (231 262 5% Q266606
SyrplusiDaficit) 90735 {a728) 24374 EEMT 1333475 mm 91 247 250% (308 799)




Figure 1: Financial Performance
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Source: In-year-monitoring database

The financial performance results to date reveal that municipalities underperformed
below above the year-to-date budget for items such as property rates, service charges,

invesiment revenue and other own revenue except operating grants. Operating revenue

recorded an average under collection of 35% in August.

All iterns on the operating expenditure underperformed against the year-io-date budget
except line item transfers and grants which over performed by 54% which implies that
underperformance on the operating expenditure budget remains a chalienge. The

average rate for the province is negative 65 percent. The poor performance on these

items is assumed o be as a resuli of improper budgeting principles.




5.2  Capital Expenditure

Table 3: Capital Expenditure and Sources of funds

Nz Budgat Year 201213
gs:]tig:a %ﬁigﬁ A;i‘;?ff Honthly actualf YearTD actual \;ﬁglg Y10 vaniznce [ YD variznca E‘;H‘:i
R thousands %
Capital expenditure & funds sources
Capital expenditura 3237455 EALEH 1631858 1734873 780 057 1934504 {1574 448) B8 2613763
Capital transfers recogniszd &07 182 3480188 580333 128033 137 855 15883533 (‘ 451 850} M 2282028
Pubii contiitutons & donatians - - - - - - - -
Bommowing - 55 008 J00% - - 397 380 -$00% 45000
IMzraty gensrated unds 228879 315 459 8230 30 552 8703 {102 289) 178 932 -164% B0
Total sources of capital funds 1136 884 3089657 1001655 179503 207358 1485644 {1 203 206) 8% 2573398

Seource: In-year-maonitoring database

Figure 2: Capital Expenditure
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For the of August capital expenditure budget records under spending by eighty-six
(86%) percent. Municipalities continue to disclose unsatisfactory capacity to spend on
grant funded projects; the same appiies to projects funded from borrowings and
internally generated revenue (surplus funds) which recorded underperformance of
100% and 164% respectively. Capital projects funded from internally generated funds
underperform due to the budget not being cash backed or the collection rate from the
current year's billing being unrealistic. This is still assumed to be as a result of improper

budgeting principles for borrowings and internally generated funds.
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53 Financial Position

Tahle 4: Financial positions

201112 Budget Year 2012113
i
Sueome | Bomgst | mige |reermoectall LT
R thousands
Financial position
Tetal current assets 2111385 4139 512 1 297 632 5370287 4013092
Total nen current assats 10 697 872 26011 290 G532 986 id 254 891 20042 421
Tolal current liabilities 1 244 234 1761 831 332 155 2318220 1712096
Tolal non current liabilittes 248 301 1016 556 04 677 783 584 976 853
Community wealth/Equity 7 887 307 208673845 9 355 808 17 378 155 18 585 484

Source: In-year-monitoring database

Figure 3: Financial positions
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This table reveals gross breach of budgeting principles. A horizontal comparison of
each line item reveals that this information is not credible, the year-to date aciual for

some of the items such as total current assets and total current liabilities have already

exceeded the original budget amounis for items such as non current assets and non

current liabilifies. Due to this reason, no reliance should be placed on these resulis,

11




5.4  Cash Flow Statement
Table 5: Statement of Cash Flow
02 Budget Year 201213
Audited Originz Adjusted |, ) ., YearTl - e | TUETEE
Outeome Budget Budget Yenthty actuz!l YeasTD actual budgel YTD variance | YTO variance Forecas!
R thousands o
Cash flovis
Hai cash fiam (used) apzrating 27231 E04 4 (85892 768 558 s0dsef 2218393 1677 &80 240525 12%; 4185701
Matoash fom (uszd) nvesting {1051 32)  (4141524) {840 845) {144 6450 {1355 980); {1 218350) 1330824 AR (3T
Het cash from {ussd) fnaneing 51a0e {15 344) (3740 a2 {$03 369) 13885) (03504) 2531% {35 208}
Cashicash equivalents ot the monthlyear end 424005 1825828 156 509 - 1782850 1844820 {61 969) 3P 1500267

Source: In-ygar-monitoring database

Figure 4: Statement of Cash Flow

Source: In-year-monitoring database
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Due to the current challenges regarding the credibility of the cash flow statement of

municipalities (cash projection/ forecasting), reliance on these financial results should

he exercised with caution.

5.5 Debtors and Creditors Ageing
Table 6: Debtors Ageing
151180
0-30 Days H-60Days 6190 Days [¥1-120Days 1124150 Dys Dys 181 Dys-1 Yr{Over 1¥r|Total
Revenys Sourcs July M3 473 116350 31982 gr14881 205030 68079 | 456618 3304953
Revanuz Source August 35239 130332 453453 08631 Bi34| 298507 245585 | 40373 3405507

Source: In-year-manitering database
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Figure 5: Debtors Ageing
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The table above reflects regression in terms of collection of revenue due to the
municipalities. Some of the debt categories recorded higher closing balances with the
exception of the category 31-60 days which recorded a decrease of 341 million (72%
percent). However, the total debt increased by 3 percent between July and August

2012.
Table 7: Creditors Ageing

151100
0.30 Days W60Days (610 Days [91-420Days |121-150 Dys Bys 181 Dys-1 Yr |Over $Yr|Total
Tolet Cradiors duy Wries 18104 4617 9714 46435 1130 47| B0 65 558
Tola! Crediiors August 1799758 01116 334 11768 111318 81 8L 176013 1918952

Source: Inwear-monitoring database

Figure 6: Craditors Ageing
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The creditors' book also recorded an increase in the total owed by municipalities, the
total increase between July and August 2012 amounts fo R1, 2 billion (158 percent).
The increase in this book is a serious challenge as it continues to disclose serious non
compliance with MFMA 865 and MFMA Circular 49 by having monies owed for more
than thirty days.

6. Conclusion

The average performance to date reveai serious challenges related to revenue
collection, expenditure/contrac/supply chain management and cash flow projection.
The poor performance on the capital projects and the low collection rate on outstanding
debiors pose serious challenges on the sustainability of municipalities. This is an
indication that municipalities in the Province don't plan properly with regard fo

implementation of projecis which may impact negatively on service delivery.

Prepared by;

Ngoepe N.A: MFMA Coordinator
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Reviawed/éy:

//g/ig({?i:ure :

Ntimbela Khaya : Acting Senior General Manager Programme 2
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