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EXECUTIVE SUMMARY REPORT .

1. BACKGROUND

The Annual Budget 2015/2016 was adopted by Council on the 28th May 2015 in
accordance with Chapter 4 of the Municipal Finance Management Act and its regulations.
Management had taken the following into consideration on compilation of the annual
budget:

- The Integrated Development Plan of the municipality as reviewed for the next 5
year period.

- The National and Provincial Developmental Priorites and the municipality’s
contribution to the achievements of national targets. __

- The Financial Recovery Plan and Back to Basics strategy adopted in May 2013.

- The adopted Budget Related policies and by-laws of the municipality.

- The allocations and conditions in the Division of Revenue Act of 2015.

Section 72 of the Municipal Finance Management Act No. 56 of 2003 (MFMA) requires
that the accounting officer of a municipality must by 25 January of each year assess the
performance of the municipality during the first haif of the financial year, taking into
account:-
- The monthly statements referred to in Section 71 for the first half of the year.
- The municipality’s service delivery performance during the first half of the financial
year.
- The service delivery targets and performance indicators set in the service delivery
and budget implementation plan,
- The past years annual report and progress on resolving problems identified in the
annual report,
- The performance of municipal entities under the control of the municipality

2. IMPLEMENTATION OF THE 2015/2016 BUDGET

The financial resuits of all operations for the 6 months period are summarised on the S71
report which has been incorporated into this report.

The expenditure incurred in the first half of the financial year has been In line with the
adopted budget. There is no unauthorised expenditure. All deviations from the normal
supply chain processes have been approved by the Accounting Officer. Monthly reports
have been submitted to the Portfolio Committee and Exco. In line with the adopted
procedure on dealing with Unauthorised, Irregular, Fruitless and Wasteful expenditure, the
register of UIFW expenditure is submitted monthly to Internal Audit for investigation in
terms of S32 of the MFMA. The provisions of the MFMA have been considered in as far as
they apply in the implementation of the Annual Budget.



3. FINANCIAL PERFORMANCE OVERVIEW
3.1. REVENUE vs. EXPENDITURE
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The municipality has maintained an operating surplus over the past 3 years and for the
first half of the current financial year. However, the performance in the first 6 months has
been an increase in revenue and expenditure when compared to the same period in the
last financial year. The increase in revenue is caused by an increase in tariffs plus the new
scheme(s) that were commissioned in the current year. There was also a slight increase in
collections due to the meter audit project that was conducted in the current year.

The increase in expenditure is due the CP! increase in the current year compared to last
year, however this increase was already anticipated and provided for in the current year
budget, hence an operating surplus has been realised in the first haif of the current year.
The expenditure has been contained to below the budget estimates for the first 6 months
of the current year.

3.2. CASH FLOWS

3
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The municipality has made a slight improvement of 6.52% in cash coflections in the first six
months of the current financial year compared to the same period last year. This can be
attributed to the meter audit that is currently taking place. Although this appears positive,
there is a contribution from unspent conditional grants on the cash available at the end of
December 2015. This is due to the biggest trench of the conditional grants being
transferred in the first half of the year.

This comparison is excluding opening balances and takes into account only cash inflows
and outflows of the current period.

3.3. CAPITAL EXPENDITURE
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The implementation of the capital budget has been slow in the first six months of the
financial year compared to the same period last year. The management committeée is
closely monitoring the expenditure on a monthly basis, however for the first six months the
committee has been focusing more on the implementation of the grant funded projects.
After the backlog on the unspent conditional grants, have been cleared, management will
pay more attention on the implementation of all other capital projects. Allocations from
internal funds will be reviewed in the adjustments budget.

4. IMPACT OF THE NATIONAL AND PROVINCIAL ADJUSTMENTS BUDGET
e AT OENATRUNAL AND FROVINGIAL ADJUSTMENTS BUDGET

There are no adjustments in the original allocations of the grant funds.
5. 2015/2016 ADJUSTMENTS BUDGET

Regulation 23(3) of the Municipal Budgeting and Reporting Regulations states that if a
national or provingial treasury allocates or transfers additional revenues to the municipality,
the mayor of the municipality must table an adjustments budget to Council as per
$28(2)(b) of the MFMA to appropriate these additional revenues.

The decline in the revenues also requires the municipality to adjust its expenditure
estimates downwards to ensure that the operating surplus is maintained. It is also critical
for the municipality to re-allocate funds from slow moving projects to other projects in order
to reach the acceptable expenditure levels as well as to avoid unauthorised expenditure.

Although the municipality has not received additional funding from National of provincial
govemments, there has been a slight improvement in collections in the first six months
compared to the same period last year. The municipality has also incurred additional
expenditures on the staff costs due to overtime and related expenditures that was not
anticipated in the original budget.

Therefore an adjustments budget for 2015/20186 is necessary based on the following
reasons:-
» to provide for the increase in staff cost and avoid unauthorised expenditure at the
end of the year,
to move funds from the slow moving projects to the fast moving projects, and
¢ to revise cash flows

6. 2015/2016 MID-YEAR PERFORMANCE ASSESSMENT REPORT

The overall performance of the municipality for the first six months of the current year is
satisfactory, with exception of the Water Service department which achieved far below the
set target due to some challenges relating to the implementation some infrastructure
projects and the maintenance of the existing assets.

Management is currently assessing the challenges highlighted on the non-achieved
targets and these wiil be revised after the adoption of the adjustments budget and
presented to Council for adoption. Generally the challenges that were experienced by the
municipality during the first six months of the current year are summarised below:-

¢ Delays in the appointment of service providers:
Project site terrain (for example, the hard rock in one project site);
Project related disputes (i.e. Mhlabashane project);
Delays in repairing M&E equipment:;
Budget constraints; and
Ongoing staff placement process



7. ANNUAL REPORT 2013/2014 CHALLENGES AND PROGRESS IN RESOLVING

THE PR

OBLEMSTHAT WERE IDENTIFIED IN THE ANNUAL REPORT

—_— e e NI IEV N T e ANNUAL REFURT

The Annual Report 2013/2014 did specifically identify key challenges and
constraints experienced; the following focal areas of municipal performance were
highlighted:

NO.

KEY CHALLENGES

PROGRESS MADE

CONSTRAINTS

1.

There were delays in
some projects, which
resulted in motivations for
rollover submissions to
the National Treasury as
per the Division of
Revenue Act. The
outcomes of the requests
for rollovers are still
awaited.

The requested rollovers
were approved and
expenditure is  ongoing.
Current year spending is
being closely monitored to
prevent rollovers.

None.

Lack of capacity to review
the Spatial Development
Framework (SDF) and the
Land Use Management
System {(LUMS).

The projects have been
identified for outsourcing.
Provincial Cogta has also
been requested to assist.

Budget
constraints.

The creation of job
opportunities through LED
initiatives remains very
challenging

Current SCM Policy is under
review to see how co-
operatives and SMMEs can
be catered for in the tender
processes.

Strict legislation
limits the
participation of
co-operatives
and SMMEs in
municipal
projects.

recorded
HIV

Consistently
increase in
prevalence.

Programmes are in place
with the LMs and provincial
health to educate on HIV
prevention.

Management confirms that all of the 2014/2015 municipal performance focal areas,
continued to receive adequate time, energy and attention.
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UGU DISTRICT MUNICIPALITY
TREASURY DEPARTMENT

Month-ended: - 31 DECEMBER 2015

1. EXECUTIVE SUMMARY

This report is based upon financial information available at the time of preparation. The provisional financial
resuits for the month ended 31 DECEMBER 2015 are summarised below.

1.1. Statement of Financial Performance (SFP)

The SPF shown in Table C4, is prepared on the similar basis to the prescribed budget format, detailing
revenue by source and expenditure by input type.

The summary report indicates the following:-

Annual Year to Date Year to Date | Variance %
Budget Budget Actuals Fav(Unfav) Variance
Total Revenue by | 1 162 852 024 | 581 426 012 652 168 488 | 70 742 476 6.08%
Source '
Total Operating 804 588 340 402 294 170 389105902 {-13188 268 -1.63%
Expenditure
250,000,000
200,000,000
i
150,000,000 7;
f[ - . [@ Revenue
100,000,000 5; R S ———*! | g Expenditure
50,000,000 E | —I !
0 t%1 E E !:,,’ = s :
July Sept Nov Jan March May

The major operating revenue variances against budget are:
* Service Charges - water revenue
e Rentals of facilities and,
» Interest earned on external investments

The major operating expenditure variances against budget are:
¢ Debt Impairment;
= Depreciation, and
¢ Finance Charges

The reasons for the variances per source group are cited in Table SC1 of this report.



1.2 Capital Expenditure

The Capital Expenditure report shown in Table C5 has been prepared on the basis of the format required to be lodged
electronically with National Treasury and is categorised by municipal vote. The summary report indicates the following:

Description Annual Year to Date Year to Date Variance Fav %
Budget Budget Actuals (Unfav) Variance

Total Capital

Expenditure 396 652 920 198 326 460 146 318 633 -52 007 827 -13.11

As at the end of December 2015, the municipality had spent 36.88% of its capital budget.

Chart C1 reflects monthly projections of budgeted capital expenditure against actual expenditure for the current year
{2015/2016), compared to a trend followed in the previous year, 2014/2015.

~Chart C1 2014/15 Capital Expenditure monthly trend: actual vs target
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The table below reflects a trend since 2010/201 1 financial year up to the previous financial year, 2014/2015.

Description 2010/11 2011/12 2012/13 2013/14 2014/15

Budget 315,702,681 335,092,217 | 282,068,275| 342,664,462 393,204,664
Actual 202,671,797| 247,162,181 | 191,179,897| 308,818,290! 336,473,767
% spent 64.20% 73.76% 67.78% 80.12% 85.57%
% growth - budget -24.42% 6.14% -15.82% 21.48% 14.75%
% growth - actual -46.53% 21.95% -22.65% 61.53% 8.96%
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1.4 Outstanding Debtors

The Debtors report in Table SC3 has been prepared in the format required to be lodged electronically with National
Treasury, which provides for aged analysis by revenue source as well as customer group. The report shows total
outstanding debt of 287 583 755 as at the end of December 2015 which has increased by 1.32% from the November
2015 5 total of R283 819 541

The consumer debtors amounted to R280 504 847

The chart below contains debtors ageing for the month of December 2015 compared to the ageing as at the end of
December 2014.

DEBTORS AGE ANALYSIS
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DEBTORS BY CUSTOMER GROUP
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150,000
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E |
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B Organs of State GCommercial Households Other
B 2014715 25,936 49,589 203,335 85
DBudget Year 2015/16 26,738 51,123 209,624 98
Consumer Debtors Reconciliation
Gross Opening Balance as at 31 December |
2015 . 287,583,755
Less Allowance for Impairment 170,378,206
t Balance | 117,205,549
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To reduce government debt we telephone, fax/ e-mail statements to relevant department for payments.
Where no positive response has been received we ask intervention of Provincial Treasury if it is
Departments where it is in a case of the Municipality we disconnect.

The following actions have been taken to Intensify the implementation of the credit control policy;

¢ Using telephone and SMS to remind customers about their outstanding accounts

* Government departments in arrears have payment arrangements in place which are constantly
monitored on a monthly basis

* Posting and Hand delivering notifications(reminders) to customers that are in arrears about the

status of their accounts

Signing payment arrangements with customers who cannot afford to pay their accounts in full

Making deductions in Employee Salaries for all outstanding monies due to their accounts

Disconnecting all business accounts that are in arrears more than 60 days

Restricting consumer accounts in arrears more than 60 days

Handing customers over for collection that are not responding to either disconnection or

restriction

= Conducting Indigent road shows in all 6 local Municipalities within our the Ugu District to register
quatifying indigent customers

1.5. Qutstanding Creditors

The report, in Table SC4, has been prepared on the basis of the format required to be lodged
electronically with National Treasury. It provides for an aged analysis per creditor type. The report
shows total of R10 791 660 as at the end of December 2015 which has decreased by 4.34% from
November 2015 total of R11 281 617

Crediiors Age Amalysic
4,500
4000 12
3500 F
3,000 %i‘é
§2,503 :,,:'
-3 B i
2,000 K ‘
R
1,500 -
‘.I.‘
500 =
> 7
- e
Butk Bulk Waler ;| PAYE VAT Pensions/ Loan Trade Auditor Other
Electricity deductions | (oulput | Reliremen! | repayment | Creditors | Generel
lessinput] | deduclions 8§
m2014/45 - - 2,702 - 3,061 - 1021 - -
DBudget Year 2015/6 - - 3.247 - 3,441 - 4103 - -




1.6. investment Portfolio

Table SC5 contains investments by maturity as at 31 December 2015 The table below shows the
movement in total investments of the municipality for the month of December 2015.

Total Investments at the beginning of the month 402,832,713
Add: Investments made 80,765,067
Less: Investments realised -155,214,587
investments as at the end of the month 328,383,193

Dec-15
Market value Change in market
Period of Type of at the beginning |value during the |Market vaiue at

Name of Institution Investment investment of the month month end of the month
FNP "vestment 30/60/90 day Notice 60,000,000.00 - 60,000,000.00
Fire. .ational Bank One day Notice [Daily Call Account 18,266.49 - 18,266.49
NEDBANK 30/60/90 day Notic|Daily Call Account 20,000,000.00 30,000,000.00 50,000,000.00
Investec 30/60/90 day Notice 65,000,000.00 20,000,000.00 85,000,000.00
ABSA Bank CALL MIG |One day Notice  [Daily Cail Account 67,187,307.21 (25,376,351.45) 41,810,955.76
STD investment 30/60/90 day Notice 25,000,000.00 30,000,000.00 55,000,000.00
ABSA Bank CALL One day Notice  |Daily Call Account 152,411,000.00 (129,838,235.49) 22,572.764.51
ABSA One day Notice  |Daily Call Account 479.45 - 479.45
Entities 13,215,659.31 765,066.85 13,980,726.16
Municipality sub-total 402,832,712.46 -74,449,520.09 328,383,192.37
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2. MONTHLY WITHDRAWALS FROM MUNICIPAL BANK ACCOUNTS

Computer Generated Cheques — Main Account 371 128.71
Manual Cheque Book — Main Account 38 978.39
Salary Cheques 201 488.79
MIG 25 476 756.24 |
Group Life Scheme Cheques 0.00
Electronic Fund Transfers Main Account 157 089 945.41
Salary Account 19 653 065.87

Total

202 831 363.41

3. UGU FRESH PRODUCE MARKET

STATEMENT OF FINANCIAL PERFORMANCE - 31 December 2015

16

CURRENT YEAR 2015/2016
Y1b MONTHLY YTD Yo
DESCRIPTION Budget BUDGET ACTUAL ACTUAL VARIANCE {R) %VARIANCE
Ogerating Revenue By Source
Rental - Ugu Market 600,000 300,000 462,669 -162,669 -54,22%
600,000 300,000 0 462,669 -162,669 -54.22%
Operating Expenditure
Repairs & Maintanance 150,000 75,000 0 0 75,000 100.00%
interest Paid 20,981 10,491 0 0 10,491 100.00%
Electricity 861,275 430,638 67,063 534,902 -104,265 -24.21%
1,032,256 516,128 67,063 534,902 -104,265 -24.21%
]



4. UGU SPORTS AND LEISURE CENTRE

STATEMENT OF FINANCIAL PERFOMANCE - 31 December 2015

YTD MONTHLY YD YTD
DESCRIPTION Annual Budget BUDGET ACTUAL ACTUAL  VARIANCE (R
Operating Revenue By Source !
Rentals of Facilities 180,000 90,000 20,000 120,799 30,799)
180,000 80,000 20,000 120,799 30,799
4.1 RECONCILIATION OF RENTAL INCOME FOR UGU SPORTS AND LEISURE CENTRE
NAME OF DEBTOR: ~ CYASSOUND HOLDINGS
ACCOUNTCODE 520206
INVOICE OUTSTANDING |
DATE INVOICE NO: | AMOUNT RECIEVED AMOUNT | BALANCE
Mar-15 4514 18,000.00 18,000.00 -
Apr-15 4515 18,000.00 18,000.00 i
May-15 4518 18,000.00 18,000.00 -
Jun-15 4526 18,000.00 18,000.00 -]
Ju-15 4554 20,000.00 12,000.00 8,000.00
Aug-15 4587 20,000.00 - 28,000.00
Sep-15 4601 20,000.00 48,000.00 -
Oct-15 4587 20,000.00 0 20,000.00
Nov-15 4633 20,000.00 0 20,000.00
Nov-15 | Interest 4673 798.76 0 798.76
Dec-15 4634 20,000.00 0 20,000.00
152,000.00 132,000.00 60,798.76
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