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Budget Statement

MFMA Section 71 Report

31 MAY 2024
Govan Mbeki Municipality



1. Introduction

1.1 Purpose

To comply with section 71(1) of the Municipal Finance Management Act (MFMA), by submission of a report
in a prescribed format to the Mayor within 10 working days after the end of each month on the state of the
Municipality’s budget.

The monthly Budget Statement also aims to provide an update on indicators critical to the municipality’s
viability and serve as an early warning indicator where remedial action is required. The consolidated
performance is a high-level overview of the municipality’s viability and sustainability.

1.2 Background

The Municipal Budget and Reporting Regulations (MBRR) are designed to achieve a range of objectives,
including improving the local government sphere’s ability to deliver basic services by facilitating sustainability
and better medium-term planning and policy choices on service delivery.

The report has been prepared in terms of the following legislative framework:

i. The Municipal Finance Management Act — No.56 of 2003
ii. And the Municipal Budget and Reporting Regulations

The MBRR highlights the format of the monthly budget statements.

“28. the monthly budget statement of a municipality must be in the format specified in Schedule C and
includes all the required tables, charts, and explanatory information, taking into account any guidelines
issued by the Minister in terms of Section 168 (1) of the Act.”

The objective of these Regulations is to ensure sound and sustainable management of the budgeting and
reporting practices of Municipalities by establishing uniform norms and standards and other requirements for
ensuring transparency, accountability, and appropriate lines of responsibility in the budgeting and reporting
process and other relevant matters as required by the Act.



2.

Section 13: Quality Certification by Accounting Officer

QUALITY CERTIFICATE

| E.N. Maseko, the Municipal Manager of Govan Mbeki Municipality, hereby certify that: -
0 The monthly budget statement report; and
0O The supporting documentation for the month of MAY 2024 has been prepared in accordance with the

Municipal Finance Management Act and the regulations made under the Act.

Print Name: ABM Mavimbela

Acting Chief Financial Officer of Govan Mbeki Municipality (MP307)

e

Signature:

Date: /}/bé Dod4y

Print Name: E.N. Mase
Municipal Mana

Signature:

Date:




1. SALIENT FEATURES OF FINANCIAL RESULTS ARE AS FOLLOWS

Operating Revenue

The overall performance on the revenue component is 18% below target for the month.

Operating Expenditure

The overall monthly performance on the expenditure component is 1% above target.

Bulk purchases, inventory consumed and finance charges are above monthly target by 29%, 7% and 112%
respectively, should the trend continue at the same rate there will be an unauthorised expenditure in these

line items at the end of the financia! year.

Employee related cost is 7% below budget.

Capital Expenditure

Total Capital Expenditure to date is R 177 005 672.63 of this amount R 43 445 551 relates to INEP funded
projects, R84 479 698.82 relates to MIG funded projects, R 1 075 023.11 relates to WSIG funded projects,
R 6 647 571.60 relates to Provincial Treasury funded projects whilst R 41 3577 827.65 is from internally

funded projects.

There are commitments amounting to R 12 965 083.15, of this amount R 2 864 385.50 relates to MIG funded
projects, whilst R 10 100 697.65 is from internally funded projects.

Grants Funding 32‘;‘:‘“” per :?::?33:23 YTD Actual S;j’:r‘s’::gt YTD %
rollover

:;‘r‘ggr’:msgﬁ‘;’r‘f' Electrfication | \ep 4108000000 |  41080000.00 | 4344555145 236555145 | 106%
Municipal Infrastructure Grant MIG 80 802 550.00 80802550.00 | 84479698.82 -3677148.82 | 105%
Water Services Infrastructure WSIG - 3047 401.00 1075 023.11 1972377.89 | 35%
Provincial Treasury Grant PT Grant - 10 020 000.00 6 647 571.60 337242840 | 66%
Municipal Disaster Recovery Grant | MDRG 7875 000.00 7875 000.00 i 0.00 0%
Sasol Sasol 77 554.00 i 000 | 0%
Own Funding Revenue 74190 000.00 74190 000.00 | 41357 827.65 3283217235 | 56%
Total 203 947 550.00 217 092 505.00 | 177 005 672.63 3213427837 | 82%




Performance of Capital Grants

Allocation per Received Including ! YTD
Grants DoRA rolioler YTD Expenditure Unspent 2023/2024 %
Integrated National Electrification 5
Programme Grant 41080 000.00 41080 000.00 43 445 551.45 236555145 | 106%
Municipal Infrastructure Grant 80 802 550.00 80 802 550.00 84 479 698.82 367714882 | 105%
Mining company: Sasol 0 77 554.38 - 77 554.38 0%
Water Services Infrastructure 0 3047 401.00 1075 023.11 197237789 | 35%
Disaster Recovery Grant 0 7 875 000.00 - 7 875 000.00 0%
Provincial Treasury Grant 0 10 020 000.00 6647 571.60 337242840 | 66%
Total 121 882 550.00 142 912 505.38 135 647 844.98 726466040 | 95%
Performance of Operational Grants
Aliocation per DoRA : ; :
: Received including | Expenditure as at Unspent
2 & Revised Gazette & | rollover 31 May 2024 2023/2024 e
Extended Public works Py
Programme 1900 000.00 1900 000.00 21774 418.50 -19 874 418.50 1146%
gm‘s"a' AEanggesant 2 100 000.00 2 100 000.00 1200 016.28 899 983.72 57%
Infrastructure Skills o
Development Grant 23 000 000.00 23 000 000.00 23 000 000.00 0.00 100%
Arts and Culture - 234 858.00 0.00 234 858.00 0%
LG Seta 1 000 000.00 2805 043.00 1471 018.65 1334 024.35 52%
Economic Development and
Tourism - 313901.00 0.00 313901.00 0%
Gert Sibande District
Municipality - 274 580.00 0.00 274 580.00 0%
cnergy Eficiency Demand : 406 149.00 0.00 406 149.00 0%
ran
Point Duty Officer (SASOL) 3400 000.00 1 359 308.50 1678 569.50 -319261.00 123%
Pre-Capacity grant - 266 086.00 69 545.87 196 540.13 26%
Equitable share 426 701 000.00 426 701 000.00 426 701 000.00 0.00 100%
Total 458 101 000.00 459 360 925.50 475 894 568.80 16 533 643.30 104%
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Cash Flows

As of 31 May 2024, we had a positive bank statement balance of R 10 008 609.85 and a negative cash book
balance of R 10 940 395.75

Investments

The following table indicates the investments for the month of MAY 2024

Investment Type | Institution | 01-May-24 | 31-May-24
Listed Investments Old Mutual Shares 26 506.44 26 506.44
Old Mutual Shares 364 812.00 364 812.00
Sanlam 143 147.76 143 147.76
Shares Nedbank 16 000.60 16 000.60
Shares Nedbank 220 808.28 220 808.28
Quilter PLC 12 036.96 12 036.96
Quilter PLC 165 874.71 165 874.71
Short term Call Investment | Standard Bank Cheque 038787024003 494 250.89 497 525.13
Standard Bank Cheque MIG 38787024008 7 276 855.63 45238 342.74
Standard Bank Call Account 038787024009 38 116 225.55 30 345784.26
Standard Bank Current 030195276000 4 587 900.42 4653 864.70
Total Investments 51424 419.24 81684 703.58

Water and Electricity Distribution Losses for May 2024 (KL / Units

Service Purchased Sold Current % Loss Average 22/23 Average 21/22
Electricity 43,028,941 19,882,457 -53.79% 62.51% -60.50%
Water 2,623,802 1,402,166 -46.56% -49.62% -32.56%

The Electricity distribution losses have increased from 49.92% in the prior month to 53.79% in the current month
due to winter demand effect on the bridged meters. The smart meter installation program will be accelerated to

combat this phenomenon.

The increase in distribution losses for water is due 315mm pipeline that was damaged by the contractor. The
losses will be recovered from the contractor next payment certificate.

Water and Electricity Distribution Losses: Accumulated: July 2023 to May 2024 (KL / Units

Service Purchased Sold Current % Loss Average 22/23 Average 21/22
Electricity 496,783,825 | 204,553,734 -58.82% -64.48% -64.46%
Water 28,710,864 15,412,957 -46.32% -38.38% -34.38%

Water and Electricity Distribution Losses for May 2024 vs Apri

Service Purchased Sold Purchased April 2024 % May 2024 %
April 2024 April 2024 May 2024 May 2024 Loss Loss

Electricity 37,367,590 18,715,044 43,028,941 19,882,457 -49.92% -53.79%
Water 2,534,143 1,379,208 2,623,802 1,402,166 -45.57% -46.56%




Revenue

Electricity service charges is below the target by 39%, vending service providers not depositing sales for
pre-paid sales on monthly basis as at 31 May 2024 the amount of R 34 158 537 not paid.

Water service charges and waste water service charges are below the target by 33% and15% respectively,
60% of meters are estimated because of either faulty meter, no meter, underground or no access, billing might
be understated because of the estimated readings.

Fines & penalties are below target by 83%, due to traffic fines subsystem not integrated to the main financial
system, and only recording traffic fines settled not the total traffic fines issued.

Expenditure

Electricity bulk purchases are 29% above monthly target, this line item will have an unauthorised expenditure at
year end.

Contracted services are 13% below monthly target, due to cash constraints some of the programmes were
to be delayed however the following segment in contracted services classification are overspent:

e Sewer Networks, Sewer Purification SASOL (R 1848 474.10)
e Financial Services, Prepaid Vending (R12 261 674.21)
e Community Services, Security services (R3 077 095.68)

Operational costs are below target by 31% however the following segment is overspent already due to increase
in number of transaction processed:

e Financial Services, Bank Charges (R139 005.52)

Transfers and subsidies are 10% above monthly target due to increase in indigent customers.

Inventory consumed which include water purchases are 7% above monthly target, close monitoring is
necessary for this line item as it may result in an unauthorised expenditure at year end.

Depreciation and impairment of asset is 39% below monthly target due to impairment of asset calculation to be
processed at year end.

Progress on the budget funding plan

Council approved the 2023/24 Budget Funding Plan (BFP) together with the budget on the 31t of May 2023.

The progress recorded as at 31 May 2024 is at 44.66%. The total anticipated revenue is R1 123 525 000.00 of
which an amount of R 501 817 723.93 has been collected to date. It should be noted the funding plan was
developed to address the cash deficit of R398 486 264 and the R501 817 723 performance far exceeds this
deficit. The budget funding plan has thus achieved its objective.



Expenditure of Staff Benefits for the month of May 2024

R 2590 823.54
R 55823 901.95

Salary bill for Councillors
Salary bill for Employees

Total staff compliment

1160 (Full time)

Staff resignations 5

Staff Appointments 1

Summary of staff processed.
Company Description Number of Total

Officials

Company 1 Full time 1160 52 848 918.44
Company 2 EPWP 690 1984 761.10
Company 3 Councillors 63 2590 823.54
Company 4 Directors 6 758 975.46
Company 7 Temps 5 60 859.95
Company 8 Point Duty Officer 34 170 387.00
TOTAL 1958 58 414 725.49




Attached to the report are the following appendices.
APPENDIX A:  C Schedules-M10
APPENDIX B:  Deviations —-No deviations for the month
APPENDIX C:  Purchases above R100 000 — R 40 089 020.77
APPENDIX D: Insurances report — R 3 244 256.00
APPENDIX E: Capital Expenditure — R 177 005 672.63
APPENDIX F:  Government Debtors — R 51 037 777.59

APPENDIX G:  Fruitless and Wasteful Expenditure — R 9 593 965.07

APPENDIX H: Budget Funding Plan



