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1.

PURPOSE

The purpose of the report is to present the implementation of the budget and the financial
state of affairs of the municipality for the month ending 31 March 2024

LEGAL AND OR STATUTORY REQUIREMENT

In terms of section 71 of the Municipal Finance Management Act No. 56 of 2003, the
accounting officer of a municipality must by no later than 10 working days after the end of
each month, submit to mayor of the municipality and relevant national and provincial
treasury, a statement in the prescribed farmat on the state of the municipality’s budget
reflecting certain particulars for the month and for financial year up to the end of that

month.
BACKGROUND EXPOSITION, FACTS AND OR PROPOSAL

The Municipality adopted the MTREF budget for 2023-2024 on the 30" May 2023, 1%
Adjustment budget was approved on the 30" August 2023 and 2" Adjustment Budget in
January 2024,

The report presents the implementation of the approved budget including the financial
performance and financial position of the municipality for the month ending 31 March 2024

The report further gives detail on the implementation of finance related policies as
approved by council.
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Year to date actual revenue is R 441 786 000, which equates to 96% of the annual adjusted
budgeted revenue and 29% more than the year to date budgeted revenue.

Service Charges — Refuse Removal

YTD actual amounts to R 6 million which is 59% more than the YTD budgeted amount of R 3.9
million. Variance is a result of Public benefit organizations billed for waste collection which were
previously not billed.

Sale of Goods and rendering of Services

Actual revenue received amount to R 540 000 which is 14% more than the YTD budgeted amount
of R 475 000. The variance is due to increase in building plan fees, cemetery fees and Advertising
site rentals.

Agency services

Actual revenue received amounts to R 2 million, which is 6% more than the targeted budget of R 2
million. The variance is due to increase in number of vehicles licensed.

Interest on outstanding debtors

Actual interest on debtor’s amounts to R 12.6 million which is 10% more than the YTD Budget
amount of R 11.4 million. The variance is due to increase in municipal debt.

Interest Earned on External Investments

Interest on investments is a total of R 16 million, which is 41% more than the YTD budgeted
amount of R 6.8 million. This is due to significant improved cash reserves through vat claims from
SARS refunds since the municipality is expenditure driven.

Rental of Facilities and Equipment

This revenue item is made up of rentals for Flats, Fingoland Mall, Transkei Quarries and the
Country Club. YTD actual amounts to R 4.3 million which is 16% more than the YTD budgeted
amount of R 3.7 million. The variance is due to the increase in occupation of municipal flats.

Licenses and permits

Actual revenue received amount to R 1.4 million which is 44% more than the YTD budgeted
amount of R 990 000. The variance is due to increase in number of drivers licenses issued.

Operational Revenue

Actual own revenue received amounts to R 953 000, which is more than the targeted amount of R
115 000.

Property Rates

YTD actual is at R 61 million which is 27% more than the YTD Budgeted amount of R 48 million.
Variance is a result of the Businesses and Government residential properties that were billed
annually.

Fines issued

Revenue from traffic fines issued is R 3.4 million which is 36% less than the targeted amount of R
5.4 million. The decrease in traffic fines is due to the decrease in number of traffic offenders due to
the daily visibility of traffic officers.



Transfers and Subsidies

Transfers and subsidies are sitting at R 333 million which is 28% more than the targeted budget of
R 259 000. Variance is due to Equitable Share Grant that has been received in full.

BILLING VERSUS COLLECTION

The table below shows billing (Including Interest of R12 634 000) and collection to date per
service;

[ BILLING FROM COLLECTION
DESCRIPTION JULY 2023 TO FROM JULY 2023
) DATE TO DATE
Rental of facilities and equipment 4 807 408 1140 607 |
Rates collection 70 859 647 44 134 769
Refuse collection 8412 410 1796 910
Traffic Fines 3435000 1319770

‘TOTAL 87 514 465 | 48 392 046




4.2 GRANTS RECEIVED

The municipality on a yearly basis is allocated funds from the Division of Revenue Act (DoRA) and
also receives additional grant funding from various provincial government departments. The
DORA grants are paid out in 3 tranches in July, December and March annually. The municipality
has received grants amounting to R 432 089 045 as at 31 March 2024. All allocations have been
received in full as per the amounts allocated to the municipality.

Below is the detail of grants received to date.

Name of Grant DoRA Allocation YTD Actual Variance

Municipal Infrastructure Grant (MIG) 77 124 000 77 124 000

Minerals & Energy (INEP) 10 700 000 10 700 000

Equitable share 323 763 000 323 763 000

Finance Management Grant (FMG) 1 900 000 1 900 000 )

Expanded Public Works Programme (EPWP) 1512 000 1512 000

Name of the Grant Dep artl:nent YTD Actual Variance
Allocation

Local Government Sector for Education and

Training Authority (LGSETA) | D53.620 1043629

Office of the Premier 6 921 416 6 921 416

Municipal Disaster Relief 8 625 000 8 625 000

Department of Sport, Recreation, Arts and

Culture (DSRAC) 500 000 500 000

TOTAL 432 089 045 432 089 045
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Age analysis for debt owed by staff and councilors

In terms of the Section 9.1 of the Credit Control and Debt Management Policy, it states:

‘A staff member of a municipality may not be in arrears to the municipality for rates and
service charges for a period longer than three months and a municipality may deduct any
outstanding amounts from staff member’s salary after this period.”

In terms of Section 12A of the Municipal Systems Act, 2000, it states:
“A councilor may not be in arrears to the municipality for rates and service charges for a

period of longer than 3 months”

Below is the list of account balances for municipal staff and councilors owing for more than 90
days as at 31 March 2024. Payment arrangements have been signed by the staff and
counillors owing the municipality.

Account Balances ) March 2024 |
HOD's -
Municipal Staff Accounts > 90 days 56 200
Councillors Account > 90 days 186 613

| TOTAL BALANCE 242 813 |
Municipal Staff Accounts
Staff Accounts | % December 2023
0 — 90 Days B 32% 17 959
120 Days 5% 2975
150 Days 3% 1787
180 Days 60% 33479
TOTAL BALANCE 100% | 56 200 ,

Councillors Accounts \

Staff Accounts B % December 2023
0 — 90 Days N 7% 13 475
120 Days 1% 2728
150 Days ' 2% 2859 |
180 Days 90% 167 551 |
ll TOTAL BALANCE 100% !_ 186 613




Below is the list of municipal staff owing the municipality more than 90 days

Current 120 150  [180 |
Accountld | AccountName Days 30 Days | 60 Days | 90 Days | Days Days Days |
6266 | MATODLANA NOMATEMBA 142 71 72 72 71 46 0|
9240 | NOMPUMELELO DLOVA 0 0 0 0 92 92 10873
KHAYALETHU CASTOR
11237 | GWANTSHU 183 67 67 67 67 105 2427
11547 | NOLUVUYO WILI 727 359 357 354 351 349 8745
11576 | FUMANEKILE BONGA 3918 1931 1913 1895 1277 0 0
11607 | ZUKO NDIKI 644 322 322 322 386 383 4238
11637 | ELLERINA NTOMBIZANELE RATA 1172 586 586 586 586 670 6 195
12220 | NOMPUMELELO DLOVA 499 164 67 67 73 72 537
12677 | NOLUTHANDO NDINISA 225 67 67 67 72 71 464
TOTAL 7 510 3569 | 3451 3429 2975 1787 33479
Below is the list of councilors owing the municipality more than 90 days
Current 30 60 90 120 150 1
Accountid | AccountName Days Days Days Days | Days Days C
1041 | THBILE BENJAMIN GIDIGIDI 2330 1165 | 1165 | 1165 1165 1165
1851 | NONTATU SYLVIA MAGWENTSHU 406 79 78 78 77 76
| EDWARD THEMBA &LETTIE NOHOMBILE
2154 | ROBOJI 546 273 273 273 273 418
2754 | MANDISA DALI 487 244 244 244 244 277
4255 | NOMFUNDISO TSHONA 487 244 244 244 392 389
7049 | THOZAMA NDINISA THOZAMA 443 219 217 215 213 212 |
9932 | NOSISI PALISO 476 249 249 249 249 249 |
12546 | MANDISA KLAAS 469 142 140 139 115 73|
| TOTAL 5645 | 2614 | 2610 | 2606 2728 | 2859




Below is the outstanding debtors summary report per institution from the debtors age analysis as
at 31 March 2024. The total amount outstanding from debtors is R 212 880 320

Institution Name Amount

Business 30 553 273
Centane Business 3 446 602
Church 1451777
Councillors 186 895
Department of Rural Development and Land Reform 212 546
Eastern Cape Development Corp 2476 612
Education 549 414
Farms 4 141 854
Justice 490 197
Mnguma Municipality 80 172
Municipal Employees 70 941
Municipal Flats 11 174 926
Ngamakwe Business 5 297 469
Provincial Public Works 26 664 773
Reservoir Hill 535773
Residential - Cuba 17 973 248
Residential - Extension 15 9 217 034
Residential - Extension 2 7 654 437
Residential - Extension 24 5 468 669
Residential - Extension 6 - 7 338 032
Residential - Extension 7 5746 829
Residential - Ibika 18 269 575
Residential Butterworth 576 806
Residential Centane 2433709
Residential Coloured 3400610
Residential -mchubakazi 16 277 263
Residential Msobomvu 18 437 646
Residential Ngamakwe 1377 743
Residential Vulli - Valley 8 336 013
Residential Zizamele 3 039 482
Grand Total 212 880 320




4.4 DEBT WRITE OFF

During the current financial period, based on the implementation credit control and debt
management mechanisms it was noted that the municipality’s debt book had irrecoverable
debt balances and the provisions of Section 12 of the Credit Control & Debt Management
Policy and Section 3 of the Write-off Policy were applied in conjunction with the Prescription
Act.

Annexure B — Churches.

These are Public benefit organisations that are exempt from property rates. These balances
are categorised as receivables from non-exchange transactions. We are unable to recover
these balances from the Churches as they are exempt from property rates.

The amount proposed for write of amounts to R 2 153 233.21 refer to the annexure for a
detailed breakdown

Annexure B - Inactive Accounts Property Rates and Refuse removal.

These are Inactive property rates accounts from old FMS system which were transferred to
the new EMS system through a journal in the month of July 2017. These balances are
categorised as receivables from non-exchange transactions. We are unable to determine the
breakdown of these balances therefore they cannot be substantiated as we could not trace
them to any billing. Furthermore, these accounts are inactive as they were closed.

The amount proposed for write of amounts to R133 940.26 refer to the annexure for a detailed
breakdown.

Annexure C - Indigent households

These are approved indigent households that cannot afford to pay for their property rates and
refuse removal. As per out write-off policy a debt will be written-off as a bad debt expense
when the consumer is registered as an indigent.

The amount proposed for write of amounts to R541 027.17 refer to the annexure for a detailed
breakdown.

Annexure D - Nqamakwe Invaded properties.

This area was allocated for RDP houses be built by Human settlement, the beneficiaries were
identified and allocated ERF’s before the houses were constructed. Due to unforeseen
circumstances the sites were invaded while they were still registered on beneficiaries’ name at
deeds office. The municipality continued billing the beneficiary the vacant site although they
were invaded. It's on these bases that we propose that these outstanding amounts should be
written off as beneficiaries has never occupied them.

The amount proposed for write of amounts to R192 039.43 refer to the annexure for a detailed
breakdown.



Annexure E — Municipal Properties

As per the property rates Act Municipal properties are exempted from paying property rates.
These are Inactive property rates accounts from properties registered under the name of the
Municipality.

The amount proposed for write of amounts to R11 214.55 refer to the annexure for a detailed
breakdown.

Annexure E - Vacant sites

These are vacant sites accounts that has a waste balances. Waste is not collected from the
vacant site therefore these sites cannot be billed for waste.

The amount proposed for write of amounts to R350 046.87 refer to the annexure for a detailed
breakdown.






4.5 Indigent Policy Implementation

Indigent policy as approved by Council for the 2023-2024 financial year provides that the
outstanding balance on the account of an approved indigent be written off against the provision for
bad debts. These write-offs are reported to Indigent Steering Committee and Council on a
quarterly basis. Free basic services subsidized monthly by the municipality are Property Rates
and Refuse Removal. The municipality is also subsiding Solar Household System as an
alternative energy té the areas without electricity. The Department of Energy has approved 1300
households for the installation of solar system out of 3008 applications. The service provider was
introduced to the municipality on the 3™ April 2024 and will be formally introduced to the Indigent
Steering Committee on the 18™ of April 2024. The date to kick start the Programme will be decided
on the day of the Indigent Steering Committee meeting. Below is the allocation of the Solar

systems per ward.

WARD COUNCILLORS NO OF NUMBER OF SOLARS
NUMBERS NAME APPLICATIONS APPROVED
1 Clir. Baleka 568 260
2 Clir. Magwentshu 199 75
3 CliIr. Kalimashe 23| 23
4 Clir. Paliso 36 36
9 Clir. Kabane 49 49
| 10 ClIr. Mtintsilana B 85 75
11 ClIr. Mawisa 178 75
13 Clir. Magobiane - 173 75
18 Clir. Dyantyi 43 43
19 Clir. Nkente 111 75
20 Clir. Gobeni 42 42
21 Clir. Ntshonga 110 75
22 | ClIr. Kwaza 39 39
23 Cllr. Mjamba 32 32
| 25 ClIr. Gazi 26 26
27 Clir Mduli 169 75
28 Clir. Mbovane 335 75
29 Clir. Tangana 243 | 75
| 30 Cllr. Ndabambi 183 75
| Grand Total 2644 1300 |

Revenue office has embarked on indigent registration campaign. In this regard the Revenue
section is currently conducting indigent registration campaign within the wards in Butterworth,
Centane and Ngqamakhwe, to inform indigent rate payers about indigent application process.
During this quarter ward 18 and ward 5 were visited and also applicants as per last year’s register
are called to come and register. Indigent steering committee sat on the 15" February 2024 and the

next Steering committee is scheduled for the 19" April 2024.



Indingent register is currently sitting at 7 942 and 2224 applicants were approved during the
quarter.

Below is the number of indigents per wards.

NUMBER OF | |
WARD COUNCILLORS INDIGENT PER TOTAL NUMBER OF
NUMBERS NAME WARD INDIGENT APPROVED
1 Clir .Baleka 2 2
2 Clir .Magwentshu 232 232
3 Clir. Kalimashe 135 135
4 Clir.Paliso 54 54
5 Clir. Xabela 50 50
6 Clir. Ntamo 158 158
7 Clir. Mene 201 201
8 Clir. Ngindane 268 268
9 Clir. Kabane 271 271
10 Clir.Mtintsilana 257 257
11 Clir. Mawisa 449 449
12 Clir.Tetana 368 368
13 Clir.Magobiane 301 301
14 Clir.Mggalelo 322 322
15 | Clir.Ncetezo 10 10
16 Clir. Maputeni 118 118
17 Clir. Pupuma 78 78
18 ClIr.Dyatyi 319 319
19 Clir.Nkente 32 32
20 Clir Gobeni 445 445
2 Clir. Ntshonga 161 161
22 Clir. Kwaza 465 465
23 Clir. Mjamba 490 490
24 Clir. Ntsali 356 356
25 Clir. Gazi 280 280
26 Clir Zondani 279 279
27 Clir. Mduli 244 244
28 Clir. Mbovane 394 394
29 ClIr. Tangana 90 90
30 Cllr. Ndabambi 348 348
31 Clir. Mbuku 344 344
32 ClIr. Jizana 421 421
Grand Total 7942 7942

The reconciliation between Eskom claims and Mnguma Local Municipality Indigent Register is

done on a monthly basis. Below is the number of FBE claims for the quarter.

JANUARY 2024 FBRUARY 2024 MARCH 2024

2673 Households 2668 Households 2604 Households
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Employee related costs:

R 161 866 000.00 has been spent on Employee related costs which is 8% less than the targeted
budget of R 176 298 000.00. This is due to the terminations. Employee related costs constitutes
35% of the total operating Budget when included the Non — cash items and it is sitting 57% when
non-cash items are not included which is above the norm of 35 - 40% as per MFMA circular 71.

Remuneration of Councilors:

Expenditure incurred is sitting at R 20 495 000.00 which is 8% more than the targeted budget of R
18 935 000.00. The variance is due to an increment of 3.8% and back pay that was paid to

councilors in October 2023.
Inventory consumed:

Expenditure on inventory materials is sitting at R 3 146 000.00 which is 28% less than the targeted
budget of R 4 389 000.00 due to late appointment of a Supplier of Inventory items. Expenditure

will improve in the next quarter.

Debt impairment:

There is no debt impairment for the quarter. This will be calculated year end.
Depreciation and asset impairment:

There is no expenditure for Depreciation as it will be calculated on full implementation of the Asset

module which will finalised by the end of May 2024.
Finance charges:

There was no interest on overdue accounts that has been incurred as the municipality strives to
ensure that all creditors are paid within 30 days and the actuarial interest will be recognized at
year end and once the employee benefit obligation report is received from Actuaries. An amount of
R64 000.00 was incurred due to interest on finance leases, which is 95% less than the targeted
budget of R 1 373 000.00.



Contracted services:

Expenditure on contracted services is sitting at R 38 291 000.00 which is 16% less than the
budgeted expenditure of R 45 402 000.00. Variance is due to implementation of Cost Containment

measures.
Transfers and subsidies:

Expenditure on Transfers recognized — operational (Support to designated groups and SMMEs) is
sitting at R 4 402 000.00 which is 59% less than the targeted budget of R 10 638 000.00. Variance
is due to implementation of Cost Containment measures.

Irrecoverable debts written off:

R1 164 000 relates to 50% write offs offered to debtors for settlement of arrear debt.

Other expenditure/ Operational Costs:

R 42 502 000 has been spent which is 21% less than the targeted budget of R 53 741 000.

Variance is due to implementation of Cost Containment measures.



5.1 COUNCILOR ALLOWANCES AND EMPLOYEE BENEFIT

In terms of section 66 of the MFMA, the accounting officer of a municipality must, in a format and for

periods as may be described, report to the council on all expenditure incurred by the municipality on

staff salaries, wage, allowances and benefits, and in a manner that discloses such expenditure per

type of expenditure

The table below depicts the actual expenditure on employee related costs for the quarter ended 31

March 2024
' Councillors(Political o

Bearers plus other) Jan-24 _Feb-24 Mar-24 Total

Salary 1 435 090 1435 090 1435 090 4 305 269

Backpay - - - -

Motor Vehicle allowance 462 182 462 182 462 182 1 386 545

Cell phone allowance 226 800 226 800 226 800 680 400

Data card Allowance 19 971 19 971 19 971 59 913

Other benefits or

allowance: -

(i)
Traditional leaders Allow 7 545 7 545 7 545 22 634
ii

Traditional Iead(ers)cell

phone 3139 3139 3139 9417
(iii) Laptop

Allowance 2116 2116 2116 6 349
(i) Ward

committees 478 500 474 000 474 776 1427 276

Reimbursive Travel

Allowance (IT) - - 27 327 27 327

Subsistance Allowance

(Excl) - - 15 450 15 450

in kind benefits

Sdl 22 819 22774 22 754 68 347

Sub Total-Councillors 2 658 161 2 653 616 2 697 149 8 008 926

Senior Managers of the

Municipality | |

Salary 513 422 | 513 422 513 422 1540 265

Backpay - - - -

Pension Allowance 111 980 111 980 111 980 335 941

Medical aid Allowance 18 127 18 127 18 127 54 380

Travelling Allowance 126 333 126 333 126 333 379 000

Cell phone allowance 39173 39173 39 173 117 520

Performance Bonus - - l - -

Leave Pays - - - -

Re imburssive

Allowance(IT) 1067 15 647 16 633 33 347

Subsistence 450 5410 4 950 10 810




Councillors(Political
Bearers plus other) Jan-24 Feb-24 Mar-24 Total
Allowance(Excl)
Other benefits or ]
allowance:
in kind benefits
UIF 1240 | 1240 1240 3720
Sdl 7016 7016 7016 21 048
Sub Total-Senior
Managers of Municipality 818 808 838 348 838 874 2 496 031
Other Municipal Staff
Basic Salaries and Wages 11770 284 11672 938 11718 870 35 162 192
Wages EPWP 309 960 289 800 309 120 908 880
Pension Contributions 2017 920 2 005 251 2019 819 6 042 990
Medical Aid Confributions 854 850 863772 861 432 2 570 054
Travelling allowance 28 711 28 711 28 711 86 132
Cell phone Allowance 137 720 139 092 140 692 417 504
Sms Allowance 2 400 2 400 2400 7 200
Housing Allowance 24 527 24 527 26 660 75715
Overtime 103 508 30 468 58 122 192 098
Bonus 939 943 910 467 1001 570 2 851 981
Long Service bonus 97 919 - 9 399 107 318
Leave Pays 246 367 274 392 88 548 609 307
Perfomance Bonus - - - -
Other benefits or
Allowance: -
Salga Levy 4780 | 4745 4745 14 271
Acting Allowance 82 231 140 360 113 213 335 803
Secondment Allowance 6 059 6 059 6 059 18 178
Shift Allowance 64 883 74 259 65 038 204 180
. Night Allowance 28 620 | 27 628 26 254 82 502
Standby Allowance 114 841 120 215 110 082 345 137
Data Card:Employees 51 371 52 000 52 800 156 171
Re imburssive Allowance 7 845 27 883 3 891 39 619
Subsistence Allowance 4 500 8 550 3150 16 200
Unpaid leave 56 624 9780 18 355 84 759
in kind benefits -
UIF 78 087 77 707 77 459 233 253
Sdl 135 877 133 861 135 293 405 032
Sub Total-Other Municipal 17 056 580 16 895 305 16 845 075 50 796 960




Councillors(Political
| Bearers plus other) Jan-24 Feb-24 Mar-24 Total
Staff
Municipal Staff & Senior
Managers 17 875 389 17 733 653 17 683 949 53 292 991
Remuneration of
Councillors 2658 161 | 2653 616 2697 149 8 008 926
Total 20 533 550 | 20 387 269 | 20 381 098 61 301 916
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9. ACTUAL BORROWINGS
There are no existing borrowings as at 31 March 2024

10. Staff Implications

None
11. Financial Implications

This report details the implementation of the approved budget and related
policies.

12. Recommendations

It is hereby recommended that the Executive Mayor note the report for the
month ending 31 March 2024.



