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PART1  

IN-YEAR REPORT 
Mayors Report 
 

Nquthu Municipality strives to fulfil the mandate as envisaged in Section 195 of the Constitution of the 

Republic of South Africa, to govern municipality’s administration in line with being responsive to the 

needs of the local community, furthermore, the council continually strives to give members of the local 

community full and accurate information about the level and standard of municipal services they are 

entitled to receive. In this spirit the council adopted funded budget and credible IDP document within 

the timelines as set out in the MFMA, additionally the SDBIDP has been formulated with attainable 

performance indicators. Given this background the Nquthu Municipality council engages in public 

participation to ensure development orientated administration, this action seeks to ensure that priority 

projects which are addressing community needs are considered for implementation explicitly, with 

specific mentioning of road construction and maintenance, household electrification and other projects 

earmarked in the IDP document of the municipality.       

 

The management of the municipality implements and monitors the resolution register of council to 

ensure and enforce good governance, enhance financial viability, and instil ethical behaviour amongst 

officials and councillors. The areas of concern that the municipality is attending closely affect the 

financial liquidity of the municipality, hence the review of the cost containment measures whereby the 

council will be continuously provide oversight in this regard, and eventually reduce transactions 

contributing to UIFW.  

 

The municipality’s DORA allocation in respect of equitable share for the current year amounts to  

R179 521 compared to R169 636 million in the previous year, there is an increase of R9.8 million in 

allocation for equitable share for 23-24 financial year. The Nquthu Municipal council approved funded 

original budget within Treasury timelines, the larger portion of the equitable share budget is allocated 

to staff benefits and councillor allowances for salaries & allowances, additionally fuel and oil line item 

has significantly surged over the last two years, pushing management to closely monitor all fleet 

management challenges closely. Total cash outflow (expenditure) for the first half of the financial year 

based on bank statements amounts to R262 million, and total cash inflow (revenue) including grants 

for the first half of the financial year amounts to R 315 million.  

 

In conclusion the municipality is risk alert, taking into consideration the approved risk registers which 

embrace various components including operational risks, fraud risk and enterprise risks. Financial 

management issues are noted from C-schedule reports and followed through monthly, additionally non-

financial information such as UIFW registers, commitment and contract management matters are 

attended and reported on a monthly basis to ensure that all financial related matters are fully 

incorporated when reporting to council.  
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Resolutions 

 

Section 52d quarterly report resolutions for period ending 31 December 2023 

Section 52d quarterly report is tabled before council for consideration by Council. Hereunder are the 

resolutions in terms of the Municipal Budget and Reporting Regulations Schedule-C (In Year Reporting) 

requirements for consideration by council:  

 

• THAT the Council note the quarterly report on implementing of the budget and the financial 

affairs for the municipality referred to in Section (52d) MFMA. 

• THAT the Council note the review by the Honourable Mayor as detailed in Mayors’ report be 

considered as the financial status of the municipality. 

• THAT the Council note the mayor’s quarterly report in terms of Section 30 MFMA Regulations, 

be placed on the municipality’s website within five days of tabling of the report in the council. 

• THAT the Council note the mayor’s quarterly report in terms of Section 31(c) MFMA Regulations, 

be submitted to the National Treasury and the relevant provincial treasury within five days of 

tabling of the report in the council. 

Executive Summary  
Purpose 

 

The fundamental purpose of this report is to comply with section 52(d) of the Municipal Finance 

Management Act (MFMA), by submission of a report to the Council on the implementation of the 

budget. The report provides a quarterly overview of the financial performance of the municipality, 

whilst it also provides a monitoring tool for Council on the non-financial indicators which is part of the 

service delivery and budget implementation plan. 

 

The report strategic objective is to ensure good governance, provide a monitor tool for financial viability 

as well as to provide Council with the necessary information to make informed decisions. Section 52 (d) 

of the MFMA requires that: The mayor of a municipality must, within 30 days of the end of each 

quarter, submit a report to the council on the implementation of the budget and the financial state of 

affairs of the municipality. 

 

The report in alignment with each table as extracted from C-Schedule is providing corrective measures 

taken to ensure that budget is aligned to expenditure and revenue projection. All adjustments made to 

original budget were a result of Mid-year assessment review, consequently adjusting items during the 

adjustment budget process period. 

 

Legal Requirement  

In terms of section 52(d) of the MFMA, the Mayor of a municipality must, within 30 days of the end 
of each quarter, submit a report to the council on the implementation of the budget and the 
financial state affairs of the municipality.  
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In terms of S6 of MBRR, the Statement of Financial Performance shown in Table C4 for Month 06 
(December) serves as a consolidated municipality’s performance in relation to both approved annual 
budget and the latest approved adjustment budget. The consolidated summary of the financial 
performance is indicated in Table C4 below: 

 

 
 
Property rates YTD Actual stands at R 32 695 million compared to R 23 011 million on the same 
reporting date in the previous year, significant increase in property rates revenue is noted, which is due 
to implementation of the new GV Roll. YTD budget amounts to R26 017 million in the current year 
when compared to R20 528 million previous year budget resulting in R5.4 million variance. The debt 
collection, credit control and other measures are implemented to curb low collection rates. Low 
collection rate is much poor in this current financial year, due to default on payment by the Government 
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departments, specifically the Department of Public Works. Property rates are the core service of the 
municipality, thus the continual efforts to ensure accurate billing and dissemination of consumer 
statements in a bid to enhance revenue collected by the municipality. 
 
The actual revenue from Service Charges Electricity on 31 December 2023 is R13 421 million which 
indicate much increase from two consecutive previous year’s actual YTD  figures whereby R11 885 
million was recognised as actual revenue in 2022 thereby resulting in YTD budget figure of  R17 366 
million, however the original budget figure need to be thoroughly reviewed to ensure that the 
estimated revenue is realistic based on the trends of electricity sales for the first half of the financial 
year. 
 
Current and non-current assets investments show a YTD Actual of R1 279 million compared to R1 170 
in the previous year shows a slight improvement on current and non-current assets investments.  YTD 
budget stands at R1 189 million compared to previous year figures YTD actual budget which was R1 
489, there is noticeable decline in the interest earned over the past few years due to high levels of 
expenditure as required and budgeted for to cover service delivery needs. The financial system records 
are yet to be reviewed to ensure that all interest transactions are reflecting on the system data. 
 
The YTD Actual for employee relates costs reflects budget underspending, however the municipality is 
aware of journal file issue with payroll ledger update, the challenge is being attended to with the 
service providers, the timeline set to resolve the said problem will be the last day of the third quarter. 
The manual update on monthly payroll is attached on Part 2 hereto, which reflects accurately the YTD 
figures. 
 
The remuneration of councillor’s budget is affected negatively similarly to employee related costs, the 
challenge is on updating the financial system with accurate journal file, the problem is persistent, 
inherent from previous year, however engagements are ongoing to sync all the system data. The 
manual schedule on councillor remuneration is attached on Part 2 of the report with accurate figures. 
YTD for councillor remuneration has increased from previous years due to the upper limits approved in 
the first half of the financial year. 
 

YTD Actual is for bulk purchases is R18 156 million compared to R14 436 in 2022 and R17 091 million 

in 2021 for the same reporting date. YTD budget of R17 391million when compared to previous year 

YTD budget figure of R16 264 depicts that YTD budget figure has increased to accommodate ESKOM 

price hikes as approved by NERSA. The electricity bill is increasing, and the municipality is currently 

engaging NERSA to ensure accuracy of billing by ESKOM and verification of meters billed, this will 

ensure that sufficient budget is provided to avoid fruitless expenditure from overdue account, any 

shortfall in bulk electricity budget will be corrected during the adjustment budget process.  
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IN-YEAR BUDGET STATEMENT TABLES – TABLE C1 
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The YTD actual revenue is R190 233 million compared to R164 996 million on the same 

reporting date in the previous year, the comparison is against the YTD Budget of R 

282 002 million this year, compared to R135 596 million in the previous year, the 
figures reflect collection of 35% which indicate a slight increase from 22% last year. 

The municipality implemented a new valuation roll in July, there has been a notable 

challenge in various components of the valuation roll, some were resolved through the 

engagement with the service provider, furthermore MPRA office from COGTA has been 

engaged in resolving the outstanding matters pertaining the new GV Roll. The 

government debt specifically the Public Works account has posed a new challenge to 

the municipality due to their default in paying the property rates accounts within the 

first quarter of the new year, to the extent that to date the Department of Public Works 

has not paid even half of the expected amount, yet the revenue is fully budgeted in the 

original budget. Additionally, Ingonyama Trust accounts are yet without a single 

payment from the Trust.  The total of debt outstanding as per the debtors age analysis 

that is enclosed on Part 2 of this report shows the debtors debt balance of R94.5 million 

compared to R55.2 million in the previous year at the same reporting date, debtors 

ageing is enclosed of this report. 
   

Operating expenditure YTD is R76 811 million, moreover the expenditure is 46% spent when 

compared to YTD budget for the period ending December 2023 which is R141 267 million, 

certain expenditure items both operational and capital projects has been identified as cost 

drivers that require additional budget, these are expenditure items such as fuel & oil, waste 

facility construction, bulk electricity, security services and other operating expenses. Once the 

budget is approved, these items will be adjusted accordingly in the financial system.  
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Table C2 provides the statement of financial performance by standard classification.  
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Table C3: Monthly Budget Statement_ Financial Performance  

 
 

Table C4 Municipality Financial Performance  

Table C4 provides information on the planned revenue and operational expenditures against the 

actual results for the period ending 30 December 2023  

This report analyses each major component under following headings.   

• Revenue by Source   

• Operational Expenditure by Type  
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Revenue by Source 

Property rates  

Property rates YTD Actual stands at R 32 695 million compared to R 23 011 million on the same 

reporting date in the previous year, significant increase in property rates revenue is noted, which is due 

to implementation of the new GV Roll. YTD budget amounts to R26 017 million in the current year 
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when compared to R20 528 million previous year budget resulting in R5.4 million variance. The debt 

collection, credit control and other measures are implemented to curb low collection rates. Low 

collection rate is much severe in this current financial year, due to default on payment by the 

Government departments, specifically the Department of Public Works. Property rates are the core 

service of the municipality, thus the continual efforts to ensure accurate billing and dissemination of 

consumer statements in a bid to enhance revenue collected by the municipality. 

 

Service charges-electricity  

The actual revenue from Service Charges Electricity as 31 December 2023 is R13 421 million which 

indicate much increase from two consecutive previous year’s actual YTD  figures whereby R11 885 

million was recognised as actual revenue in 2022 thereby resulting in YTD budget figure of  R17 366 

million, however the original budget figure need to be thoroughly reviewed to ensure that the 

estimated revenue is realistic based on the trends of electricity sales for the first half of the financial 

year.  

Interest from Current and Non-Current Assets 
 

YTD Actual of R1 279 million compared to R1 170 in the previous year shows a slight improvement on 

current and non-current assets investments.  YTD budget stands at R1 189 million compared to 

previous year figures YTD actual budget which was R1 489, there is noticeable decline in the interest 

earned over the past few years due to high levels of expenditure as required and budgeted for to cover 

service delivery needs. The financial system records are yet to be reviewed to ensure that all interest 

transactions are reflecting on the system data. 

Transfers and subsidies  

Transfers and subsidies as allocated in the DoRA has been received in December, all conditions 

required for release of the equitable share has been met. The municipality will receive the last tranche 

payment of the equitable share in March. Other grants i.e. MIG, INEP, MFMG, EPWP, and other grants 

are detailed in the grant register affixed hereto, on Part2.   

Expenditure by type 

Employment related costs  
  

The YTD Actual for employee relates costs reflects budget underspending, however the 

municipality is aware of journal file issue with payroll ledger update, the challenge is being 

attended to with the service providers, the timeline set to resolve the said problem will be the 

last day of the third quarter. The manual update on monthly payroll is attached on Part 2 

hereto, which reflects accurately the YTD figures.  

   

Remuneration of Councillor’s  

  

The YTD Actual for employee relates costs will only reflect in PART 2 of this report, c-schedule has no 

data for payroll for quarter two, the municipality uses two distinct systems to capture employee costs, 

therefore there are numerous challenges regarding seamless transmission of journal files from CCG 
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System to Inzalo System. The manual table has been appended on Part 2 of this report reflecting all 

items relating to employee costs and councillor benefits. 

  

Debt impairment  

  

The YTD actuals and budget reflects R0 amounts, the actuals will be finalised toward the end of 

quarter four, however budget figures will be reviewed during the budget adjustment window to 

ensure sufficient budget is kept for all non-cash items in the budget. 

 

Depreciation & asset impairment  

  

Depreciation and Asset impairment YTD Actual is under performed 100%.  Asset verification process for 

mid-year is underway, the verifications teams will start in January to visit various sites and perform 

asset count and verification. There are WIP assets that has been completed and transferred to asset 

class which will be considered in the final asset register. 

  

Bulk purchases  

   

YTD Actual is R18 156 million compared to R14 436 in 2022 and R17 091 million in 2021 for the same 

reporting date. YTD budget of R17 391million when compared to previous year YTD budget figure of 

R16 264 depicts that YTD budget figure has increased to accommodate ESKOM price hikes as approved 

by NERSA. The electricity bill is increasing, and the municipality is currently engaging NERSA to ensure 

accuracy of billing by ESKOM and verification of meters billed, this will ensure that sufficient budget is 

provided to avoid fruitless expenditure from overdue account, any shortfall in bulk electricity budget will 

be corrected during the adjustment budget process.  
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Monthly Budget Statement_ Capital Expenditure Table 5  

  

Capital Expenditure:   
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The YTD expenditure on capital expenditure stands at 13% underspending, PMU unit 

with is working together with Technical Directorate to ensure that MIG, INEP and other 

capital grants are spent within timelines provided by COGTA and Treasury.  

The table reflects that the Technical department is the custodian of capital projects, 

furthermore the budget is allocated to road construction projects, funding for capital 

projects is received from national government as well as internally through fund 

investment and interest generation. Projects progress is monitored, where under-

performance is noted the service providers are engaged continuously to get to the core 

course of missing targets as set. Grant register is enclosed in this report to disclose all 

details of grants receipts and expenditure. 
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Table C6 – Monthly Budget Statement – Financial Position 
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The table C6 reflects R436 million YTD actual accumulated surplus against original budget of R837 224 

million , reserves and funds have a nil YTD actual amount against R134 million budget, review will be 

done to ensure that Table C6 contains accurate data. 
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Table C7 – Monthly Budget Statement – Cash Flow  

 

 
 

The tables C7 cash flow statement reflects  that cash and cash equivalents has a favourable balance at 

the end of the quarter two. Cash flow activities as at 31December 2023 depicts cash flow from 

operating activities with a positive balance which is a favourable position, the municipality further 

reflects only increase in consumer deposits, this will be reviewed thoroughly to ensure correctness of 

financing activities. Cash outflow on investing show the balance of R39 million, which is a good 

indication that the municipality is investing in activities that are within budget and are part of the 

mandate in line with the constitution. No receipts have been received on proceeds from disposal of PPE 

or increase in receivables or increase in investments. 
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PART 2 – SUPPORTING DOCUMENTATION  
  

2.1 INVESTMENT PORTFOLIO ANALYSIS 

 

The investment register on 31 December 2023 reflects investment state of the municipality, it must be 

noted that the level of investment is affected by expenditure patterns that requires withdrawal from the 

reserves to cover the budgeted expenditure items as a result there are not much investment activities 

happening in the current year that seeks to increase investment levels of the municipality. As at the end 

of December 2023, the investment balance is R113 757 842.29 compared to the balance of R118 593 

603.75 last year. There is a slight decrease by R4 835 761 in the investment activities of the 

municipality. The movements in the investment activities are shown in Investment Table 2.3.1 below. 

Withdrawal history is shown under the investment table, giving details of all withdrawal activities that 

has taken place during the first half of the financial 

year.

 
 

 
 

 

 

 

 

 



  

  

20  

  

2.2 COUNCILLOR ALLOWANCES AND EMPLOYEE BENEFITS  

Expenditure on councillors and employee benefits   

  
Nquthu municipality as at the end of quarter two has incurred employee costs in line with SALGABC 

collective agreement and the upper limits determinations by the Minister of COGTA, to date the detailed 

actual costs in comparison with the budget are as per below tables; 
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2.3 ALLOCATION AND GRANT RECEIPTS AND EXPENDITURE - Grants register as at 31 December 

2023 

 

The municipality has partially received grants as per DORA allocation, overall, for quarter two all grant 

portions has been transferred and expenditure reported accordingly. The municipality strives to achieve 

hundred percent spending on grants expenditure in line with outstanding performance and high-quality 

projects in an attempt to apply for additional funding especially in areas where much funding is 

required. Projects monitoring is ongoing, and various engagements are entered into between service 

providers and the municipality to solve areas where challenges arise, particularly where the spending is 

below average, and the notice of funds withdrawal has been received from Treasury. 
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2.4 Debtors’ analysis – Age analysis 31 December 2023 

 

 
 

In comparison to the reporting date in the previous year’s this year shows a very high balance of 

debtors, firstly when compared to 2021/22 at the same reporting date the debtors balance was R68 

million, and in 2022/23 the debtors balance was R55,283 million on 31 December 2023. The default by 

the Department of Public Works is heavily felt combined with the fact that the municipality is 

implementing a new valuation roll therefore the market values has risen consequently the property 

rates levies are higher than the previous year. 

 

Debt collection rates 

Collection Table   

 
 

Cash collected on 31 December 2023 amounts to R 3.1 million compared to R R2.8 million in 2022 and 

R16 million in 2021 collected in previous years during the same period resulting in collection rate of 

3%. Comparison of previous month billing that is November R7 216 185.88 million to December 

payments R3 183 806.76 million results to 44% collection rate, which is relatively similar to the 
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previous year collection figure of 43%, this proves that the existence of increasing challenges 

encountered when collecting revenue in this financial year.   

 

2.5 Creditor’s analysis – Creditors outstanding on 31 December 2023  

 

The municipality continues to pay creditors invoices in line with MFMA prescripts as stated that it should 

be within 30 days, end user departments are encouraged to attend to invoices timely to avoid delays, 

and to ensure accurate invoices are submitted to ensure the 30 days threshold is met. Purchase orders, 

payments, and all expenditure transacting are captured in the financial system. The municipality 

formulate a delay reason documentation that seeks to put emphasis on adherence to 30 days and 

holding of responsible officials accountable, hence the improvement in adherence to section 65 of the 

MFMA by all officials. 

 

 

 
 

Creditors’ ageing reflects outstanding creditors between zero and thirty days, the table below provides 

details of the outstanding creditors on the reporting date. These creditors will be paid in the subsequent 

month, provided that they meet all the requirements for creditors payment. 

 
2.6 SCM IMPLEMENTATION  

SCM unit has put in place measures to improve performance, enhance sound internal controls and curb 

unnecessary deviations from SCM processes and to ensure sound SCM management. Due to some 
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services being rendered by only specific providers, the practicality to apply competitive is defeated, 

deviations are inevitable, however any unnecessary deviations are rejected. 

 

Contract management unit is currently being assisted by Provincial Treasury to maintain 

performance management of contracts entered into with the municipality as well as ensuring 

timely appointment of service providers in case contracts expire. 

 

Deviations Register – 31 December 2023 

 

Regulation 36 of the Municipal SCM Regulations of 2005 permits the Accounting Officer to “dispense 

with the official procurement processes established by the policy and to procure any required goods or 

service through any convenient process”. This would typically include urgent and emergency cases, 

single source goods, and any other cases where it is impractical to follow normal SCM processes. In the 

event of such decision, the Accounting Officer is required to report this to the next Council meeting. 

 

Section 114 of the MFMA permits the Accounting Officer to approve a Bid “other than the one 

recommended through the normal procurement processes”. The Accounting Officer is required to 

report such deviation to the Auditor-General, Provincial Treasury, and the National Treasury, stating the 

reasons that necessitated such a decision. If such expenditure is not defined as ‘unauthorized 

expenditure’ then it is irregular expenditure. 

 

 
 

Spend Analysis 

In order for the council to have an oversight role the following information is supplied. 

1. All bids awarded above R 100 000 

2. Top 10 suppliers by value of contracts awarded 
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3. Top 10 suppliers by number of contracts awarded 

Bids awarded –  

Top 10 suppliers by value of contracts (bids and quotations) 

 

 
 

Top 10 suppliers by number of contracts awarded 

 

 

 

2.7 COST CONTAINMENT MEASURES 

Cost Containment Measures Policy was adopted by council in light of compliance with the regulations to 

curb nice to have items by the council and ensure municipal funds are channelled to areas of need to 

accelerate service delivery. The council ensures compliance at all times, furthermore the UIFW register 

is maintained monthly to ensure proper recording of transactions deemed to have not fully complied 

with all relevant prescript whilst procuring the goods and services. 

 

Fruitless Register for the month ending 31 December 2023 reflects R386.97 emanating from interest 

from Eskom accounts, the municipality is engaging with the parastatal to resolve the allocation of 

payment made to Eskom, to eliminate the unnecessary interest charges. There have been 
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engagements with Eskom to reverse the interest on its’ accounts because all Eskom payments were 

made timeously, and the allocation error and delays were on Eskom’s end. The agreement was reached 

that the interest will be indeed reversed. 
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