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1. PURPOSE

The purpose of this report is to seek the Head of Department’s (HoD) approval to
submit the consolidated monthly budget statements of all 30 municipalities to the
National Treasury; and to publish these statements on the Limpopo Provincial
Treasury's website. These consolidated monthly budget statements are compiled
in terms of Section 71(6) of the Municipal Finance Management Act (No. 56 of
2003). The amounts reflected in the statemenis are compared with the
corresponding amounts budgeted for in the municipality's approved budget. This
consolidated report covers the financial performance in municipalities for the first

four months of the 2010/11 financial year, the month ending QOctober 2010.

2. BACKGROURND

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;
c) Actual operating expenditure, per vote,
d) Actual 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 revenue by
source, and from the municipality’'s expenditure projections per

vote;
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i. Any material variance from the service delivery and budget
implementation plan; and

i. Any remedial or corrective steps taken or to be taken to ensure that
projected revenue and expenditure remains  within the

municipality's approved budget.

According to section 71(6), 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. DISCUSSION

31 COMPLIANCE WITH SUBMISSION OF MONTHLY BUDGET
STATEMENTS AND TIMEFRAMES

Table 1 below shows the submission of the Monthly Budget Statement (MBS)
reports for the month ended 31 October 2010. Compliance with section 71(1 & 4)
of the MFMA will also be depicted in this table. The table shows the types of
formats used by municipalities, the date of actual submission of both electronic
and hard copies; as well as those municipalities that did not comply with the
MFMA s71 at all for the period under review.
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Table 1 Monthly Budget Statement Submission Schedule

Municipality Auz-6 Sep-0 Octi0
pendin Bl Schedula C [ate of submission Dotymentysent ekt ] ApplDate ofsubmision Documents sent Sch(CfAppl  Datectsubmission Dotuments sent
Elzctronic  [Hard copy Pk [Hadeopy B loocroric  [Hard copy

LR CAPRKON 14102010
Lk 351- BLOVBERG Yes TR0 AL CARCEAQSA B 19302610 (FACAADSARL LR ARt 034, CAR CFAAD AL
{11 307 AGANANG Yoo |13.09.2010 Schedule { Format B41000 034 CALCRAAD A EIR VAV 084, 0AA TR RB A
118 353- MOTEWAOLE Yo MGNN Sthedule C Farmat { 430200 Schaduiz C ¢ 1R300 L2AI0H [Schedulsl
LM 354- POLORYANE Yoo [:0.08.200 Schedule C Fomat LB 0200 03 QAL CFAADAC B [H010000 D3A8D,CFA
RS 338 HEPELLENKUML Yo 10,09.2010 ACADCFALRAGSA B0 54, CAACFA D AC BO|1L1L00 ACCAR LA OSA
DC-A7- GREATERSEKHUNHUNE  Y¥es 03.0.2040 QSACFACAAA B j3102018 05, (AR CFARDAC 5 HSILIDID SIL0 [DSACARCFARDAC
14 471 - EFHAAR MOGALE Yoo {AS2010 Schedule C Farmat 2 i DEAACFASDAC
1IB% 472 ELLAS HOTSOALED! Yes  |[BO2010 Schedule C Format 8 [0 ACADCAR 08 B HILIE DSACRA CFARDAL
LY 473- AHUDUTHAMAGA  Yes 14.09.2010 [1400.2010 |ACCFAADOSALCAA € {10 [16302018 [ehedulz( B LILEN AL CAAD3A
U1 474 - FETAKGOMO Tes 14.00.201% ACCFAAB,00A, LA 5000 R0 IS CAATRAADAC ] 11.111010. AL AD,CARFA
UFE 475+ GAEATER TUBATSE Yt ALCEAAD DSACAR 3 |IBi00 O3 CAREFAADAL
33 -Horall V&5 Sehedule  Farmat R sERLYI 038, CAA CPAAD AL LAY (A DRARCAD (FA
LM 331 - GREATERGHYANI LR ALY ALEAADAC
Lt 332 GREATER LETABA Yo (14002610 Schedule ( Formal [3 (110208 Sthedie € B ML {I2L200 [DSACAACRRADAC
1) 333 - GREATER TLAKEEK s 14.08.0010 Sehedule { Format B 02000 038, LA LFAADAC B iLisen A CAALFARD AL
1104 334 - BA- PHALABORMA Yor  |1308208 Schedule C Format LB 10 05ACAACFRADAC (8 LI 034, CA8 CFAAD AL
1h 335 MARULENG Yo 20.09.20i0 CFAOSAADACCAA 3 (R0 Q5 A TR AD AT B[t (S CAA CFAAD AL
0 36-WATERBERG Ve LA05.2010 [1809.2010 {SchedulaC Format €8 [14107010 |a02000 [054,0ACFARDAC 08 [RAHID [0 ACAAADAL
LM 351 - THARAZIMA! Yes 13.08.2010 B 1000 2D (A A LFA 3 a1 D ACOSACRA DA
U 362+ LEPHALALE 3 [0 CFACARDSAAD AL LI ARt A4 CFA DA
L4 364 - MOOXEOPONG Y 28.03.2010 ACOSAAD,CAA B 41006 ACADCAACEA B[540 ACOIARD A
114 365 - HODIMOLEE Yos  M09.20:0 Schedula C Fermat M0N0 Stheduzl ¢ M0 LI [Sehedual
LM 365 - BELA-BELA Yo R0 {FAOSAACCAR RD {|mna UI0E  [Schedoal B (L1200 (54000 JOSACRACRAADAC
LitA 367 - MOGALAKWENA Tes 14.03.2010 (FADSAALLAAAD 810001 CFACAADSRADAC bl ADACOSACRALAA
00 3 - VHENSE Yes 13.09.20i8 CEADSARCCARAD B 200080 054,CA8 CRARD AL 3 0L D5A,CAA CFARD AC
SRS 341 HUSIHA Yo 1403010 {FA0SAACCAARD B (im0 FA LA 0S4 AD AL 3 [B10 ADACOSAFA AL
LM 352 IAUTALE B e D (A ORAAC
11 243- THULANELA Yoy 22002010 Schedule C Fermat { 153080 Sthedute C ¢ 0ILx Merile] X
LU0 344 - HARHADD Yoo (M0 Seheduled Format (e Schidutz € (B [01120M0 OSACAL CFAADAL

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



As reported in the first guarter MFMA S71 publication, the planned training
project on the Municipal Budget & Reporting Regulations (MBRR) Schedule C
has been rolled out to fifteen (15) municipalities during the month of November
2010. The training project for the fifteen (15) municipalities will be continued in
January 2011. Priority was given to those municipalities currently experiencing
challenges with the accurate completion of the reports as well as those who have

not been submitting the schedule C reports at all.

MFMA S 71 (4) requires that a hard copy of the monthly budget statement must
be submitted to the Provincial Treasury (PT). The MBRR provides a sample of
the quality certificate that must be signed by the Municipal Manager certifying the
report to be correct and compliant with the MFMA. As seen from this report, only
eight (8) municipalities submitted the hard copies to PT, in the previous month
(September 2010), only five (5) municipalities complied in this regard. PT will
continue to issue non-compliance letters to those municipalities who are not

complying with this sub-section of the MFMA.

in the September 2010 S71 publication report, it was reported that only two
municipalities did not submit either format of the MFMA S71 report, for this month
(October 2010), all municipalities submitted the reports, however, three
municipalities namely, Greater Giyani, Greater Tubatse and Capricorn District

submitted the reports late.

The October financial performance results for Greater Tubatse and Capricorn
District have not been included for this publication because the reports were not
available at the time of preparing this report. The submission history of Capricorn
District municipality reveals that only in July 2010 did the municipality submit both
the hard and electronic copies of the $71 report, in September 2010, only a hard
copy of the returns were submitted. No submissions were made for the August
month; and for October, the reporis were submitted late. Hence, only the July

2010 performance is consolidated for the purpose of this publication.



3.2 IMPLEMENTATION OF MUNICIPAL BUDGETS

Financial Performance

This section of the report focuses on the financial performance of the municipality
as reflected in the October 2010 monthly budget statements submitted.

Information regarding revenue collection and expenditure is detailed in this

section.

3.2.1 Operating Revenue

Table 2 below shows the actual operating revenue collected for the month ended
31 October 2010.



Table 20 Consolidated operating revenue as at 31 October 2010

Financial Performance

Code Municipality Total Revenue

Originallad|  Actual Actual | Actual receipts to

R million justed receipts for |receipts year| dateas % of
budget the month {o date budget

NPQ3a2 Makhuduthamaga 146 2 72 50%
NP03a3 Fetakgomo 44 2 29 67%
NPC3ad Greater marble Hall 128 4 39 30%
NP03a5 Greater Tubatse 175 - 13 %
NF0326 Elias Motsoaledi 234 19 37 16%
DCAT Greater Sekhukhune 771 - 220 29%
Sekhukhune 1,497 26 411 7%
NP331 Greater Giyani 131 3 56 43%
NP332 Greater Lelaba 163 3 18 12%
NP333 Greater Tzaneen 591 23 176 30%
NP334 Ba-Phalahorwa 297 14 83 28%
NP335 Maruieng 64 2 7 12%
DC33 Mopani District 487 78 264 54%
Mopani District 1,732 122 806 35%
NP341 Musina 135 g 54 40%
NP342 Mutale 66 - 29 43%
NP343 Thulamela 402 12 167 42%
NP344 Makhado 808 21 220 36%
DC34 Vhembe District 448 313 897 200%
Vhemhe 1,664 356 1,367 82%
NP351 Bloubery 88 1 4 4%
NP352 Aganang 55 9 38 69%
NP353 Moiemole 87 1 27 31%
NP354 Polokwane 1,236 83 296 24%
NP355 Lepelle-Nkumpi 175 8 78 45%
DC35 Capricorn District 327 0 137 42%
Capricorn 1,831 102 582 7%
NP361 Thabazimbi 179 47 72 40%
NP362 Lephalale 203 114 39%
NP363 Mookgophong 92 32 35%
NP364 Modimelle 169 12 60 36%
NP365 Bela-Bela 173 13 44 25%
NP366 Mogalakwena 430 24 178 41%
0C36 Waterberg District 108 1 42 40%
Waterberg 1,442 110 540 37%
Total 8,162 716 3,605 44%

Source: In-Year Monitoring Reports Database




The table above indicates that the municipalities collected R3.6 billion as at the
end of October 2010 against the total operating revenue budget of approximately
R8.2 billion. The total operating revenue collected as at the end of the month

under review stands at 44.0 per cent.

Operating revenue per district

o Vhembe District :- At a district level, municipalities in Vhembe District
collected the highest budgeted revenue of 82.0 per cent, followed by
municipalities in Waterberg and Capricorn at 37.0 per cent each, while
municipalities in Sekhukhune realized the lowest year to date actual
revenue at 27.0 per cent of the budget. At a municipal level, Vhembe
District's collection rate stands at 200.0 per cent, which is the highest.

e Capricorn District:- Municipalities in Capricorn have an average year to
date ratio of 37.0 per cent. The municipality with the highest collection
rate on operating revenue is Aganang (69.0 per cent), Lepelle-Nkumpi
(45.0 per cent) and Capricorn District (42.0 per cent). Blouberg
municipality collected the lowest budgeted revenue of 4.0 per cent.

o Waterberg District: - Municipalities like Mogalakwena, Waterberg District
and Thabazimbi have an average collection ratio of 40.0 per cent. The
municipality with the lowest in the district is Bela-Bela with 25.0 per cent.

o Mopani District: - Mopani has an average collection rate of 35.0 per cent,
which is the second lowest amongst other districts. The poor performers
in this district are Maruleng and Greater Letaba at 12.0 per cent each.
The collection rate of the district municipality is the highest at 54.0
percent, followed by Greater Giyani with 43.0 per cent. The good
performance of Mopani District and Greater Giyani has been
overshadowed by the poor performance of Greater |_etaba and Maruleng.

o Sekhukhune District: - Sekhukhune District municipalities’ performance
is the lowest at 27.0 per cent. Fetakgomo is still leading in revenue
collection at 7.0 percent followed by Makhuduthamaga at 50.0 per cent.
The poor performers in this district are Elias Motsoaledi at 16.0 per cent

and Greater Tubatse at 7.0 per cent.



It can be seen from the table and the narrations afore that municipalities in the
Province have different revenue collection muscles, and the majority is not able
to depict realistic projections. Over performers in the Province are Vhembe
District at 200.0 per cent, Aganang at 69.0 per cent, Fetakgomo at 67.0 per cent
and Mopani at 54.0 per cent. On the contrary, poor performers are Blouberg with
the lowest collection rate of 4.0 per cent, with Tubatse being the second lowest at
7.0 per cent followed by Letaba and Maruleng at 12.0 per cent each. These
municipalities’ over/under performance implies that MFMA S18 was not complied

with, in terms of realistically anticipated revenues.

Table 3 below shows the performance of individual sources of revenue for all

municipalities compared to approved budget.

Table 3: Consolidated revenue sources as at 31 October 2010

Description Budget Year 2010111
Qriginal Adjusted | Monthly actual{  YearTD Spent of
R million Budget Budget Actual Actual %
Financial Perfoermance
Properiy rates 626 626 58 234 7%
Service charges 2,262 2,262 172 602 27%
Investment revenue 243 243 19 81 4%
Transfers recognised 3725 3,725 418 2,398 84%
Qther own revenue 1,305 1,305 50 28% 22%
Total Revenue 8,162 8,162 718 3,605 44%

Source: In-Year Monitoring Reports Database

The performance of the individual revenue sources is as follows:

o Property rates: The implementation of the Municipal Property Rates
Act (MPRA) by municipalities resulted in the collection rate of 37.0 per
cent (R234 million) at the end of October 2010 against a budget of
R626 million.

o Service Charges: The generated revenue on service charges stands
at 27.0 per cent (R602 million) of its annual budget of R2.3 billion.

o Investment revenue: Actual performance on this revenue item stands
at 34.0 per cent (R81 million) against a total budget of R243 million.




o Transfers recognised: The fotal transfers earned by municipalities as
at the end of October 2010 stands at 64.0 per cent (R2.4 billion) of a
total budget of R3.73 billion.

o Other revenue: Income generated from minor sources stands at 220
per cent (R289 million) out of a budget of R1.33 billion.

Though some municipalities reflected high operating revenue collection ratios,
the majority of this revenue is from transfers and grants. Out of a total year to
date receipts of R3.6 billion, R2.4 bilion (66.0 per cent) represents revenues
earned from grants and subsidies. This continues to prove that municipalities in

Limpopo are extremely dependent on grants for their operating activities.

3.2.2 Operating Expenditure

This section deals with the operating expenditure performance for the month
ended 31 October 2010, against the annual budget. Table 4 below consolidates

this performance.
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Table 4: Consolidated operating expenditure as at 31 October 2010

Code Municipality Total Expenditure

Actual Actual | Actual spentto

R million Originaliadju| expenditure | expenditure | dateas % of
sted budget | for the month | year to date budget

NP03az Makhuduthamaga 97 22 23%
NP{33a3 Fetakgomo 43 14 33%
NP03a4 Greater marble Hall 127 11 44 35%
NPO3a5 Greater Tubatse 175 - 7 15%
NP03ab Elias Motsoaledi 232 10 58 25%
pc4y Greater Sekhukhune 309 - 61 15%
Sekhukhune 1,074 32 226 21%
NP331 Greater Giyani 135 ] 33 25%
NP332 Greater Letaba 125 7 35 28%
NP333 Greater Tzaneen 584 53 149 26%
NP334 Ba-Phatabaorwa 297 22 89 30%
NP335 Maruleng 80 5 14 24%
DC33 Mopani District 391 24 101 26%
Mopani District 1,580 418 422 27%
NP341 Musina 139 10 54 39%
NP342 Mutale 65 - 21 2%
NP343 Thulamela n 20 75 20%
NP344 Makhado 608 3 115 19%
DC34 Vhembe District 442 232 542 122%
Vhembe 1,627 292 806 50%
NP351 Biouberg B8 5 14 16%
NP352 Aganang 99 4 15 18%
NP353 Molemole 88 11 12%
NP354 Polokwane 1,225 84 278 23%
NP358 Lepella-Nkumpi 131 ] 21 16%
pC3as Capricom District 180 - 16 8%
Capricomn 1,821 106 354 19%
NP361 Thabazimbi 175 27 47 27%
NP362 L ephalaie 322 50 15%
NP363 Mookgephong a2 31 33%
NP364 Modimolie 168 45 27%
NP385 Beta-Bela 156 12 54 34%
NP366 Mogzlakwena 415 39 124 30%
DC36 Waterberg District 108 7 21 20%
Waterberg 1,438 105 3re 26%
Total 7,550 655 2,179 29%

Source: in-Year Monitoring Reports Database




Table 4 above reflects the status of all municipalities in terms of the total
operating expenditure budget amounting to R7.5 billion. For the month under
review, 31 October 2010, the consolidated actual expenditure amounts to R2.1
billion (29.0 per cent).

Performance per District:

o Sekhukhune District: The total original budget for operating expenditure
stands at R1.0 billion. The actual expenditure for the month is at R32
million, resulting in an expenditure to date of R226 million or 21.0 per cent.
Greater Tubatse and Greater Sekhukhune are the lowest in terms of
performance as they both reflect 15.0 per cent each.

o Mopani District: The total original budget for operating expenditure
stands at R1.5 billion. The actual expenditure for the month is at R119
million resulting in an expenditure to date of R422 million or 27.0 per cent.

o Vhembe Districtt The District took a lead in terms of operating
expenditure as compared to the other four districts. Hs operating
expenditure performance is at 50.0 per cent with the total original budget
of R1.6 billion. The actual operating expenditure for the month is at R292
million and the expenditure to date stands at R806 million. The high ratio
achieved by Vhembe District is due to the high expenditure ratio by the
district itself. Vhembe District Municipality reflects the following financial
background, annual budget of R442 million, the expenditure to date is at
R542 million (122.0 per cent).

o Capricorn District: The overall annual budget of the district stands at
R1.8 billion, the expenditure to date is R354 million (19.0 per centi).
Capricorn District itself is not performing well as its ratio stands at 8.0 per
cent. For the month under review, the district municipality did not manage

to comply with MFMA section 71 in terms of time provisions.
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o Waterberg District: The overall annual budget of the district stands at
R1.4 billion, the expenditure to date is R372 million which results to 26.0
per cent. Lephalale is reported to be the lowest in operating expenditure
with the original budget of R322 million, expenditure to date of R50 miitior;

which resuits in 15.0 per cent.

The total average expenditure ratio for the month is low at 28.0 per cent. Another
major contributing factor to this low expenditure ratio is the late and/or non-submission

of the OSA return forms by municipalities.

Table 5: Consolidated operating expenditure items as at 31 October 2010

Description Budget Year 2010/11
Original Adjusted | Monthly actual;  YearTD Spent of

R miliion Budget Budget Actual Actual Y%
Empioyee costs 2,580 2,590 2N 766 30%
Remuneration of Councillors 283 283 18 74 26%
Debt impairment 135 135 ] 0 0%
Depregciation and amorlisation 324 324 4 12 4%
Finance charges 4 4 o 1 3%
Materials and bulk purchases 1,652 1,852 129 ABB 0%
Other expendilure 2,526 2,526 303 837 33%

Total Expenditure 7,550 7,550 855 2,179 29%

Source: in-Year Monitoring Reporis Database

Analysis of the individual expenditure items is reflected as follows:

o Employee Related Costs: This line item is made up of salaries,
benefits and allowance. For the month under review, the total
expenditure stands at R766 million (30.0 per cent) of R2.5 billion.

o Remuneration of Councilors: The percentage of the budget spent on
the original budget is 26.0 per cent, which in rand value stands at R74
million.

o Debt impairment: This refers to provision of bad or irrecoverable debt.
The line item has an original budget of R135 million, while the monthly
actual, the year to date (YTD) actual and percent of the budget spent
are all reflecting a nil amount. This indicates that there was no

movement on this line item for the months under review.
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-]

Depreciation or amortisation: This refers fo provision for diminution in
value of tangible and intangible assets due to usage. It reflects 4.0 per
cent of the original budget, with YTD of R12 million and monthly actual

of R4 million.

-]

Finance charges: This refers to levies such as finance lease charges
and interest on borrowings, and it accounts for 0.5 per cent of the
original budget. The YTD actual is R1 million (3.0 per cent) and the
monthly actual reflects a nil balance (less than five hundred thousand).

Q

Materials and bulk Purchases: Included in this item are purchases of
bulk services such as water from the Water Boards and electricity from
Eskom. The YTD actual of Bulk Purchases constitute 30.0 per cent of
the original budget of R488 million.

o

Other expenditure: This includes general expenses such as
telephones, repairs and maintenance and purchase of office supplies.
Out of the original budget of R2.5 billion, the YTD actual spending
stands at R837 million {33.0 per cent).

3.2.3 Capital Revenue: Sources of Finance

This section provides an update on the actual sources of capital funding as
submitted fo Provincial Treasury. Furthermore, it presents the original budgets,
actual receipts to date and the percentage of actual receipts thereof. The original
capital funding budget is R3.7 billion, while actual receipts amounts to R586
million or 16.0 per cent.
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Tabie 6: Consoiidated capital funding per district per municipality as at 31 Qctober 2010

Code Municipality -
Total sources of Funding

e - . Actual receipts A:ctual Actual receipts

R million Originalfadjust; o conth receipts year | to date as % of
ed budget to date budget

NP03aZ Makhuduthamaga 152 1 16 1%
NP03a3 Fetakgemo 13 2 4 29%
NP03ad Greater marble Hall 20 0 13 63%
NP03ab Greater Tubatse 53 - -
NP03as Elias Motscaledi 81 4 20 25%
nec47 Greater Sekhukhune 355 16 77 22%
Sekhukhune 674 22 122 18%
NP331 Greater Giyani 67 i} 1 1%
NP332 Greater Letaba 72 13%
NP333 Greater Tzaneen 125 5%
NP334 Ba-Fhalaborwa 80 - -
NP335 Maruleng 25 0 4 18%
BC33 Mopani District 219 38 9 42%
Mopani District 588 46 111 19%
NP341 Musina 17 4 5 27%
NP342 Mutale 13 - -
NP343 Thulamela 161 2 26 26%
NP344 Makhade 166 4 28 18%
NC34 Vhembe District 590 107 265 45%
Vhembe BB7 118 325 37%
NP351 Biouberg 18 - -
NP352 Aganang 40 - -
NP353 Molemole - - -
NP354 Polokwane 810 10 34 4%
NP355 Lepelig-Nkumpi 152 2 6 4%
DC35 Capricorn District 0 - -
Capricorn 1,140 12 40 4%
NP361 Thabazimbi 49
NP362 Lephalale 95 5 10 10%
NP363 Mookgophong 26 3 3 11%
NP364 Modimoile 41 1 7 18%
NP365 Bela-Bela 25 1 1 4%
NP366 Mogalakwena 171 {16} (34) 20%
pC36 Waterberg District 20 1 6%
Waterberg 428 &) (2) -3%
Total 3,718 189 586 16%

Source: In-Year Monitoring Reports Database
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This section signifies the sources of finances utilized to fund capital expenditure
per district.

o Vhembe District:- The total revenue collection for the four months under
review for Vhembe District is R325 million or 37.0 per cent of the projected
budget of R887 million. The highest collection is contributed by the district
municipality itself with R265 million (81.5 percent of the total district
collection to date). The district projected to collect R590 million for this
current year, to date; the collection is at 45.0 percent. On the other hand,
the table above reveals zero sources of revenue for Mutale municipality;

this is due to late submission of the CAA return form.

o Mopani District- Mopani District comes second in capital revenue
collection, with R111 million or 19.0 per cent of the projected budget of
R588 million. Municipalities that contributed a bigger portion in this
regards are the district itself with R91 million or 42.0 percent, followed by
Greater Letaba with R million or 13.0 percent. In this district, the table
reveals that Ba-Phalaborwa did not indicate their sources of revenue in
the CAA return form. The municipality has been advised to correctly

complete this return forms,; however, the same error is repeated.

o Sekhukhune District:- This district reveals the total revenue collection of
R122 or 18.0 percent of the projected budget of R674 million. The major
contributor is the district itself with R77 million or 22.0 percent, followed by
Elias Motsoaledi at an average of R20 million or 25.0 percent. Greater
Tubatse submitted their reports late; hence no indication of the sources of

revenue for the current month.

» Capricorn District- For the period under review, the district collected
R40 million or 4.0 percent of R1.1 billion. Polokwane and Lepelle-Nkumpi
are the only two municipalities that contributed to the above mentioned
revenue, each of them contributed R34 million or 85.0 per cent and R6
miflion or 15.0 per cent respectively. The other three local municipalities
and the district itself did not indicate their sources of revenue in the CAA

return forms.
16



o Waterberg District:- Performance for the district stands at negative R12
million (or 3.0 per cent). The main revenue contributor in this district is
Lephalale with R10 million or 10.0 per cent, followed by Modimolle with R7
million or 18.0 per cent. |t must be noted that Mogalakwena is responsible
for the distortion of both the District and Provincial performance. Its
monthly reports are submitted with negative amounts which offset the
performance of other municipalities, resulting in negative performance for
the district.

Provincial Treasury performs analysis of the MFMA S71 reports submitted by
municipalities, and feedback sessions are held with municipalities. The chailenge
is the unavailability of key personnel (Chief Financial Officers) in the Budget &
Treasury Office. During these sessions, municipalities are encouraged and
trained to correctly complete the monthly returns, however, these feedback
reports are not considered by municipalities, hence the repetition of errors. The

interpretation of these resuits should therefore be done with caution.

Table 7 shows the individual sources of finance for the capital budget:
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Table 7: Consolidated capital funding per item as at 31 Qctober 2010

Description Budget Year 2010/11

Original Adjusted | Monthly actual;  YearTD Spent of
R million Budget Budget Astual Actual %
funds sources
External Loans 612 612 1 3 0%
Asset Financing Reserve - - i 34 #OIVI0
Surplus Cash 384 364 8 27 8%
Public contributiens/ donatiens 157 157 - ¢ 0%
Government Grants and Subsidies 2,291 2,281 175 486 21%
Leases 40 40 - -
Other Ad-Hoc Financing Sources 28 28 - 4 14%
Other 225 225 4 33 15%
Total sources 3718 3718 189 586 6%

Source: In-Year Monitoring Reports Database

Table 6 discussed the sources of capital funding by municipality and by district,

table 7 aims to continue with this discussion showing the earned capital revenue

by revenue source.

The main characteristics of fable 7 are as follows:

-]

Government Grants and Subsidies: - It is evident that grants and
subsidies are still the biggest source of revenue to fund infrastructure in
municipalities. This line item averaged about R486 million (21.0 per cent).
This is 82.9 per cent of the year to date's actual revenue of R586 million.
Asset Financing Reserve: - This line item contributed R34 million which
is 5.8 per cent of the total year to date capital revenue, and it is rated to be
the second contributor for the period under review.

Other Revenue:- The third contributor to the year to date collection is
other revenue with R33 million (15.0 per cent), which is 5.6 per cent of the
total year to date’s collection.

Surplus Cash:- An amount of R27 miflion (8.0 per cent) was realized to
date, this constitutes 4.6 per cent of the total year to date revenue.
External loan and other Ad-Hoc Finances:- The two line items
contributes R3 million (0.5 percent) and R4 Million (0.6 percent) each
respectively. Together they contributed R7 million or 1.1 million of today's

total collection.
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e Public contributions/ donations and Leases:- Although municipalities
budgeted to earn revenue on the two line items, to this end, nothing has

been realized.

The revenue earned to date is averaged at R586 million or 16.0 per cent of the
total budget of R3.7 billion. During M04, none of the line items earned 33 per
cent of the linear projected rate. The line item that earned above 20 per cent of
the budget is grants and subsidies with R2.2 billion or 21.0 per cent. It must be
noted that the above analysis is as per the monthly returns that were submitted
to Provincial Treasury. As mentioned earlier, some of the municipalities did not
indicate sources of their capital funding, while others did not submit the monthly
Capita! Acquisition Actual return forms at all. Due to these reasons, the total
sources of revenue for M04 are not a true reflection of the capital revenue earned
by municipalities to date; hence, interpretation of these collection rates should be

exercised with caution.

3.2.4 Capital Expenditure

For the October 2010 month, actua! capital expenditure amounts to R194 million
(5.8 per cent) of budget; while the year to date expenditure amounts to R585

million (17.0 per cent) of budget. Table 8 below shows the amounts of the capital
budget and actual spending per municipality per district.
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Table 8: Consolidated capital expenditure per district per municipality as at 31 October 2010

Code Murnicipality
Total Capitai Expenditure

L . Actu-al Actual Actual spent

R million Original/adj | expenditure expenditure | to date as %
usted for the f budget

budget month year to date| © g
NP0O3az2 Makhuduthamaga 76 G 8 1%
NP03a3 Fetzkgomo 13 2 5 38%
NPQ3ad Greater marble Hall 20 0 13 63%
NPJ3a5 Greater Tubatse 53 - 1 2%
NP{Q3a6 Elias Motsoaledi 80 4 26 32%
DC47 Greater Sekhukhune 355 16 77 22%
Sekhukhune 597 22 130 0
NP331 Greater Giy ani 67 1 1 1%
NP332 Greater Letzba 72 2 9 13%
NP333 Greater Tzaneen 125 4 6 5%
NP334 Ba-Fhalaborwa 80 1 6 7%
NP335 Maruleng 25 0 4 18%
BC33 Mopani District 110 39 94 86%
Mopani District 478 48 120 0
NP341 Musina 17 4 5 27%
NP342 Muigie 13 - -
NP343 Thulamela 101 2 14 14%
NP344 Makhado 166 8 29 18%
DC34 Vhembe District 590 107 265 45%
Vhembe 770 148 313 0
NP351 Blouberg 32 0 3 10%
NP352 Aganang 40 1 5 12%
NP353 Molemole 15 Y 5 35%
NP354 Polokwane 342 =3 43 13%
NP355 Lepelle-N kumpi 92 2 5 6%
DC35 C'apn'com District 478 0 0 0%
Capricorn 999 12 40 0
NP361 Thabazimbi 47 0 0 1%
NP3862 Lephalale 96 5 14 15%
NP363 Mookgophong 26 3 5 18%
NP364 Modimolle 41 1 7 16%
NP365 Bela-Bela 25 1 1 4%
NP366 Mogalakwena 271 (18} {46) 7%
DC36 Waterberg District 20 0 1 6%
Waterberg 526 (6) {18) (8)]
Total 3,371 194 585 17%

Source: In-Year Monitoring Reports Database
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The main characteristics of table 8 are the following:

o Municipalities in Vhembe have the highest year to date capital spending at
41.0 per cent of a total capital budgst of R770 million, followed by
municipalities in Mopani at 25.0 per cent of a budget of R478 miillion, and
Sekhukhune municipalities at 22.0 per cent out of a budget of R597
million. The October 2010 capital spending for these municipalities
amount to R118 million (Vhembe), R48 million (Mopani) and R22 miliion
(Sekhukhune),

o Municipalities in Waterberg have the lowest year 1o date capital spending
at negative 3.0 per cent of a total capital budget of R526 million. The
October 2010 spending amounts to negative R6 million. The negative
spending is attributable to Mogalakwena which reports negative numbers.
The municipality has been advised to change the signage on its system so
that it can report positive numbers. If Mogalakwena municipality is stripped
out, the total capital budget of municipalities in Waterberg amounts to
R255 million, the October 2010 spending amounts to R10 million or 3.9
per cent of budget and year to date spending amounts to R28 million or
10.9 per cent of budget;

o For the month of October 2010, Vhembe District Municipality had the
highest spending of R107 million, followed by Mopani District municipality
at R39 million and Sekhukhune District Municipality at R16 million.
Amongst the local municipalities, Polokwane has the highest spending at
R6 million, followed by Lephalale at RS million and Elias Motsoaledi at R4
million; and

o Greater Tubatse and Mutale Local Municipalities reflect zero capital
expenditure in October 2010. This is as a result of the late submission of
the monthly budget statement and/or the submission of incorrect returns.
This has been brought to the attention of the two municipalities’ officials.



Tabie 9: Consolidated capital expenditure by asset ciass

Description Budget Year 2010/114

Qriginal Adjusted | Monthly actual{  YearTD Spent of
R miflion Budget Budget Actual Actual Yo
Canpital expenditure
Infrastruciure 2,515 2,515 167 493 26%
Community 381 351 10 41 12%
Heritage assets 1 1 - -
investment properties 1 1 - 0 2%
Cther assels 465 465 15 52 1%
Agricuitural assels 2 2 - ] 3%
Biological assets - - - -
Intangibles 16 16 3 3 19%
Total Capital expenditure 3.352 3.352 194 588 18%

Infrastructure — Spending in this category of assets was the highest in
October at R167 million (19.0 per cent) of budget of R2 515 billion. This
category of assets includes, amongst others, the building of roads,
sanitation, electricity generation and reticulation which are vital for service
delivery, stimulating economic growth and job creation;

Community asset — Community assets account for just over 10.0 per
cent of the total capital budget. The budget in rand value amounts to R351
million, of which R10 million (2.8 per cent} has been spent during October
2010 and R41 million (12.0 per cent) was spent for the year to date.
Expenditure on community assets is incurred on parks, gardens, sport
fields, community libraries, cemeteries, etc,

Other assets — This item accounts for 13.8 per cent of the total capital
budget. It has an annual capital budget of R465 million, of which R15
million (3.2 per cent) was spent during October 2010 and R52 million (11.0
per cent) of budget was spent for the year to date. Other assets include
amongst others, vehicies, office equipment, furniture, abattoirs, etc; and
Agricultural assets — From the annual budget of R2 million, the
submitted budget returns indicate that only 3.0 per cent (less than R500
thousand) has been spent thus far;

Intangibles — intangible assets have a budget of R16 million and the
submitted budget returns show that R3 million (19.0 per cent of the
budget) was spent during October 2010.



As previously reported, spending on capital budgets remains a challenge for
most municipalities. Municipalities that find themselves unable to implement
capital budget run the following risks:

o Provision of basic municipal services may be compromised due to
dilapidated or decaying infrastructure. This in turn, affects job creation and
economic growth;

e The unspent capital funds may be used for operating expenditure
purposes and therefore not meeting the conditions of the capital grants.
Municipalities are however always reminded that the capital grants are to
be recognised as a liability until the condition of such grant is met (which is
incurring an expenditure in line with the purpose of the grant); and

o I the conditions are not met and/or funds not spent, National Treasury
requires in terms of MFMA Circular 48 that all unspent conditional grants
be reverted to the National Revenue Fund. If a municipality is unable to
revert the funds as expected, National Treasury withdraws the unspent

conditional grant from the municipality’s equitable share allocation.



3.2.5 Debtors and Creditors

The analysis in table 10 below shows the status of debtors and creditors as at 31
October 2010.

Table 10: Consolidated debtors and creditors as at 31 October 2010
Debtors & creditors analysis 0-30 Days 31-60 Days 6100 Days | 91-120 Days | Total

Debtors Age Analysis l
Total By Revenue Source 102 136 108 385

Creditors Age Analysis
Todtal Creditors 120 16 7 9 181

i

1,870

Source: In-Year Monitoring Reports Database

Many municipalities in Limpopo are highly dependent on government grants
while on the other hand; debtors’ books are huge and uncollectable. This is
evident by an uneven fluctuation and growth in the total debtors’ book for the
province from month to month. While it is expected that the debtors’ book will
decline on a month to month basis, the decline is usually immaterial followed by

a huge increase in the next month(s).

The key characteristics of table 10 are as follows:

o As at the end of September 2010, municipalities reported having
approximately R2.0 billion in outstanding debtors. At the end of October
2010, the total outstanding debtors have decline to R1.9 billion. This total
debt represents a decrease by just R0.1 million.

o In relation to creditors, it is reflected in the October report that R120 million
is current (0-30 days). This shows that municipalities have not been able
to settle the payment obligations as required by legislation. Having
creditors owed for more than thirty days is contravening the prescripts of
MFMA Circular 49 and MFMA Section 65(2)(e); which requires that
creditors owed by the municipality should be paid within 30 days of
receiving invoices or statements. Looking at the strong cash position {o be
depicted in the consolidated cash flow statement, it is not clear why
municipalities are not able to comply with the aforementioned section of
the MFMA.
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3.2.6 Cash Flows

From table eleven (11) below, it is evident that municipalities in Limpopo seem to
have sufficient liquid funds. This is reflected by the positive opening balance of
R132 million in July 2010 with a projected positive closing balance of R1.4 billion
in June 2011. The July opening balance of the consolidated cash flow statement
has changed from R79 million in September to R132 million in October; this is
because municipalities change their opening balances on a month to month
basis while others submit new cash flow's statements. There is still a negative
correlation between the inability of municipalities to settle their creditors within

thirty days and the projected liquidity muscle.

Tabie 11: Consolidated cash flows as at 31 October 2010

Cash fows Jdy August Sept Cotcher Feb March Apit Kay Jdune

(paning Cash Batance 132 & 1143 843 840 475 A 128
Sub-Total {Receipls) 1812 108t 449 i) m 3§ 158 M
Sub-Totz! {Payments) 1028 i a8 T8t pess e Ak 265
Closing Batance 1085 1184 885 1,048 1084 1,275 132 1318

1272
%
A
1356

Source: in-Year Monitoring Reports Database

The ability to generate and manage cash by a municipality determines the extent
to which that municipality can provide the required levels of municipal services;
while at the same time it is able to meet current commitments. The table above
shows a positive opening cash balance of R843 million for October 2010, with
cash receipts of R757 million; which sums up to R1.6 billion for the month under
review. The total expenditure amounts to R767 million, while the closing balance
for October shows a positive balance of R1.0 billion.

Incorrect completion of the cash flow statement still remains a challenge for the
municipalities. The credibility of the cash flow information is doubtful due to
unavailability of the cash flow actual and projected figures for most municipalities.
Municipalities are encouraged to correctly complete the returns so that a fair

assessment of this return is realized.

4. LEGAL IMPLICATIONS

None.




5. FINANCIAL IMPLICATIONS

None.

6. RECOMMENDATIONS

It is recommended that the Head of Department:

6.1.

6.2.

6.3.

6.4.

8.5.

eco

Notes the submission of the monthly budget statements by municipalities
in terms of Section 71 of the MFMA for the first four months of the 2010/11
municipal financial year;

Notes that all thirty (30) municipality submitted the October 2010 Monthly
Budget Statement; and that only three (3) did not comply with the time
provisions in terms of MFMA Section 71 (1).

Notes that six (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(8) of the MFMA.

Approves that the consolidated report be made public on the Limpopo

Provincial Treasury website.

mended by:

NS v
Ntuli P. S.
Acting Senior Manager: Financial Planning and Budgets

Approved by:

1w, ..

Ramdharie N



Head of Department



