
 
NQUTHU MUNICIPALITY 

UMASIPALA WASE NQUTHU 
Private Bag X5521, NQUTHU, 3135 

Tel: +27(0) 34 271 6100, Fax: +27(0) 34 271 6111 

 

TO   : COUNCIL 
 
FROM    : CFO 
 
DATE    : 08 APRIL 2024 
 
SUBJECT : S52(d) THIRD QUARTERLY REPORT FOR 2023/24 FINANCIAL 

YEAR 

___________________________________________________________________ 
 

1. PURPOSE 
 

The purpose of this report is to comply with Sections 52(d) and 53 of the Municipal 
Finance Management Act (MFMA), which requires that the tabling of the quarterly 
report to the Council within 30 days and specific financial particulars be reported on 
and in the formats prescribed. 
 

2. BACKGROUND 
 
The Municipal Finance Management Act (MFMA) requires 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, 
 
and mayor must ensure that the revenue and expenditure projections for each month 
and the service delivery targets and performance indicators for each quarter, as set 
out in the service delivery and budget implementation plan, are made public no later 
than 14 days after the approval of the service delivery and budget implementation plan;  
 

3. DISCUSSION 
 
The third quarterly report for the municipality has been prepared and is used to assess 
and evaluate the performance of the municipality against planned targets. This assists 
the municipality to monitor its performance and affords it an opportunity to take 
corrective action in time. 
 

4. IMPLICATIONS 
 
(1) FINANCIAL– MFMA  
(2) LEGAL – Compliance with legislated timelines. 
(3) MEDIA – None 
(4) COMMUNITY – Notices as prescribed by the Act. 
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1.2. Resolutions 

 

Section 52d quarterly report resolutions for period ending 31 March 2024 

 

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. 

1.3. 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 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. 

 

In terms of S6 of MBRR, the Statement of Financial Performance shown in Table C4 for Month 09 
March serves as a consolidated municipality’s performance in relation to both approved annual budget 
and the latest approved adjustment budget, highlighting sound financial management considering total 
revenue and total expenditure year to date figures (YTD). Critical revenue sources such as property 
rates had a relatively low collection rate in the first six months of this year, however an increase has 
been experienced since January and YTD figure for property rates is R42 million, electricity revenue 
source (R18 million) is below the bulk expenditure (R27 million) giving a clear indication that electricity 
losses within the municipality is still a challenge. Employee related costs accurate expenditure will be 
shown in Part 2 of this document due to incomplete data transfer between the two different systems 
used by the municipality for financial management and payroll management, however the process is 
ongoing to update the financial system accordingly. 
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The consolidated summary of the financial performance is indicated in Table C4 below: 

 
 

1.4. 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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1.5. IN-YEAR BUDGET STATEMENT TABLES – TABLE C1 
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The YTD actual revenue is R258 million compared to R190 million on the same 

reporting date in the previous year, which shows that the revenue streams of the 

municipality is growing. YTD Budget comparison for revenue shows movement from 

original budget of R 282 million to R289 million adjusted budget, further comparison to 

similar period in the previous year shows R135 million budget figures. 

 

Operating expenditure YTD is R133 million, the expenditure budget has been adjusted upwards 

to R312 million from R284 million, therefore the YTD expenditure figure is supported by PART 

2 document on employee costs that is understated on C-schedule due to information being not 

available on the system.  

 

Capital expenditure budget due to DORA adjustment publication as well as COGTA grant 

approval has been moved upwards from R31 million to R57 million. MIG expenditure has 

depleted allocation as approved, and the additional grants published in March for MIG and 

INEP are yet to be approved for adjustment budget capturing. 
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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 31 March 2024  

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 42 million compared to R 32 million on the same reporting date 

in the previous year, significant increase in property rates revenue is noted, which is due to 
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implementation of the new GV Roll.  Original budget has been moved downwards by R1 million during 

adjustment budget period. Action plan has been formulated to track collection of revenue challenges 

and policy enforcement is monitored closely. 

 

Service charges electricity  

The actual revenue from Service Charges Electricity is R18million indicating an increase from R13 

million however electricity losses are experienced, and cost of supply study has been conducted 

indicating a 40% increase for electricity that will enable the municipality to recover all electricity costs.  

Interest from Current and Non-Current Assets 

 

YTD Actual of R6.7 million compared to R1.2 million in the previous year shows a significant 

improvement on current and non-current assets investments.  YTD budget stands at R3.4 million, the 

budget in this regard has been adjusted accordingly to R7.6 million from R2.3 million original budget. 

Transfers and subsidies  

Transfers and subsidies as allocated in the DoRA has been received, furthermore the additional funding 

has been allocated to the municipality in March.    

 

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 3, the municipality uses two distinct systems to capture employee costs, 

therefore there are numerous challenges regarding seamless transmission of journal files from CCG 

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 captured once reviewed as 

final during the interim AFS preparation. 
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Depreciation & asset impairment  

  

Depreciation and Asset impairment YTD Actual has been calculated for the first six months of the 

financial year at R13 million, asset verification process is underway. 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 for electricity bulk purchase is R27.6 million compared to R18 for the same reporting date. 

The municipality is engaged in processes to convert community hall conventional meters to prepaid 

meters in an effort to reduce electricity bill. Eskom bulk statement meter reading will be verified against 

meter readings taken by the municipality once the capacitation of electricity department officials has 

been finalised. 
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Monthly Budget Statement_ Capital Expenditure Table 5  
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Total capital expenditure by function classification stands at 90%, however the grant 

expenditure register will reflect that MIG allocation has been exhausted already, the 

difference is caused by claims not approved on MISA. The table reflects that the 

technical department is the custodian of capital projects, with the original budget of 

R55 million increased to R82 million.  

 

Table C6 – Monthly Budget Statement – Financial Position 
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The table C6 reflects R894 million YTD actual accumulated surplus against R436 million in the same 

reporting period last year. Total assets (R986 million) exceed total liabilities (R92 million), resulting in 

net assets of R894 million. 

 

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 third quarter. Cash flow from operating activities year to date actual is R228 million. 

Cash flow from investing activities is channelled to capital expenditure investment with a YTD figure of 

R14.3 million. Only the consumer deposits increase is reflected under financing activities, the 

municipality has not financed its activities through short-term or long-term loans. 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 March 2024 reflects investment status of the municipality, which reflects 

the investment balance of R95 million, to date an amount of R86 million has been withdrawn. 

Additional investments made in the current year amounts to R81 million, with the opening balance of 

R108 million.  

 
Table: 1(a) Investment Register for the month ending 31 March 2024. 

 
 

Withdrawal history provide indication of all withdrawal activities that has taken place during the 9 

months (July to March) of the current financial year. 

 
Table: 1(b) withdrawal register for the month ending 31 March 2024 

    
The municipality has a bank balance of R52 million, at the end of 31 March 2024, there are 

zero outstanding deposits or receipts at the reporting date. 
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Table 1 (c) Bank reconciliation of primary account month ending 31 March 24 

                                                            
 

2.2 COUNCILLOR ALLOWANCES AND EMPLOYEE BENEFITS  

Expenditure on councillors and employee benefits   

  

The municipality has revised the organogram during the mid-year assessment period to accommodate 

changes in the positions and addition of employees to organogram structure of the municipality. To 

date the detailed actual costs in comparison with the budget are as per below table. 

 
Table 2: Councillors allowances and employee benefits for the month ending 31 March 2024 
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2.3 ALLOCATION AND GRANT RECEIPTS AND EXPENDITURE - Grants register - 31 March 2024 

 

The municipality continuously ensures that all grant allocations are spent timeously to avoid withholding 

and rolling over of unspent grants as this process is tedious, to date the unspent grants amounts to 

R25 million compared to total allocations of R91 million received. 
 

Table 3: Grant register – for month ending March 2024 

 
 

The grant register includes the additional grants that were approved and published in the DoRA on 

20 March 2024. The comments on spending are as follows:  

 

a) MIG grant expenditure has exhausted allocated funds and is overspent by R3.5 million. 

Additional grant funding for MIG was R5 million. 

b) Mass electrification has spent R5.8 million out of R21.6 million allocation, the remaining funds 

are R15.7 million. 

c) Electrification grant has spent R9.4 million and R8.3 million remains unspent. The additional 

funding allocation was R4 million for INEP. 

d) Small town grant rehabilitation has spent R7 million and R2.9 remains unspent. 

e) Library support grant has only R73 thousand remaining, R1.8 million has been spent. 

f) Financial Management grant (FMG) has R1.1 million remaining and has spent R681 thousand. 

g) Library Modular has spent R1.3 million, only R82 thousand remains. 

h) EPWP has spent all the allocation. 

i)    Cybercadet grant has spent R443 thousand, the remaining balance is R64 thousand. 

j) Library Volunteer grant has only spent R72 thousand, the balance remaining is R295 

thousand. 

k) Sportfield maintenance gran has not received new allocation, the balance was rolled over 

from the previous year amounting to R128 thousand, the remaining unspent amount is R27 

thousand. 
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2.4 Debtors’ analysis – Age analysis 31 March 2024 

 
Table 4: Debtors' analysis for the month ending March 2024 

 
 

Debtors book is growing immensely, given that the large portion of outstanding debtors come from 

property rates. The municipality is engaging in amicable resolution that will enable the properties that 

has been significantly increased during the last valuation period to be revised, which will encourage the 

affected customers to pay their accounts. Policy enforcement is being tightened and indigent debtors’ 

registration window has been opened since 01 March 2024 and will close on 31 May 2024, relevant 

public notices has been issued to ensure all eligible customers do partake in the process. 

 

Debt collection rates - Cash collection Table  
Table 5: Revenue vs billing collection rate – for the month ending March 2024 
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Table 6: Debtors’ ratios  for month ending March 

 
 

Cash collected on 31 March 2024 amounts to R 2 million resulting in 31% collection rate which is below 

the norm for revenue collection. The municipality is tracing purchasing patterns to follow through on 

possible electricity tampering. There will be meter audit in the June month to verify data and checking 

of indicators for meter tampering. Ageing information on C-schedule is yet to be rectified, as it does not 

reflect accurate outstanding debtors age and amounts, reference to be made to Table C1 excerpt 

below. 

 
Table C1 debtors ageing extract from C-schedule. 

 

 
 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 



 

  

21  

  

2.5 Creditor’s analysis – Creditors outstanding on 31 March 2024  

 

The municipality continues to pay creditors invoices in line with the requirements of S65 of the MFMA. 

The municipality formulated a delay reason documentation that seeks to put emphasis on adherence to 

30 days payment and holding of responsible officials accountable, outstanding creditors are <30 days 

old. 
 

Table 7 : Top 10 paid creditors for month ending March 2024 
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Creditors ageing from the C-schedule Table extract does not reflect true ageing of the creditors. The 

issue of creditors ageing with the system has been logged, and the case has since been pending with 

no solution. 

 
Table C1 creditors ageing extract from C-schedule. 

 

 
 

Manual ageing of creditors is prepared using invoice date, for the month ending March 2024, the 

outstanding creditors are less than 30 days old amounting to R4 million and will be paid in the next pay 

run provided that the invoices/voucher do meet all the payment requirements. 

 
Table 8:  Manual outstanding creditors for March 2024 

    

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 

services being rendered by only specific providers, the practicality to apply competitive is defeated, 

deviations are inevitable, however any unnecessary deviations are rejected. 

 

1) Contract management.  

Contract management unit maintains the register for all contracts that the municipality has. 

Notices are issued to all user departments accordingly to ensure that all contracts are 

advertised in time to ensure that irregular expenditure is avoided at all times. Where necessary 

contracts are renewed following the applicable legislation. The contract register is enclosed as 
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Annexure A, reflecting a list of all active contracts, extended contracts, and contracts that will 

expire within the current financial year. 

 

2) Deviations Register – 31 March 2024 

 

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. 
Table 9:  Deviations Register for the period ending 31 March 2024 

 
 

3) Top 10 Issued Orders List – 31 March 2024 
NO. SERVICE PROVIDER CONTRACT 

AMOUNT 

DATE OF 

AWARD 

DESCRIBIPTION  

1. COASTLAND HOTELS AND 

RESORTS 

R709 890.00 02/02/2024 ACCOMODATION AND CONFERENCE 

FOR STRATEGIC PLAN IN DBN 

2. DLV PROJECT MANAGERS  R688,758,40 14/03/2024 SUPPLY AND DELIVER OF 315 KVA MINI 

-SUB 

3. AMAGWAZELA TRADING R298 958.00 22/02/2024 REPAIR AND SERVICE FOR TLB 

4. FANA MANUFACTURING  R295,500,00 26/03/2024 SPORTS ATTIRE FOR DISTRICT 

SELECTION  

5. VLK TRADING  

  

R277,767,00 20/03/2024 SUPPLY AND DELIVER OF 22 SETS 

SOCCER KITS 

6. AMEVANA CONSULTING  R217,630,00 20/03/2024 SUPPLY AND DELIVER OF MAYORAL 

CUP SOCCER KITS PRICES  

7. S & M KUHLE TRADING 

  

R199 904.50 22/02/2024 SPORT ATTIRE FOR PROV. GAMES 

8. NQUTHU PIONEER TAXI ASS R169,500,00 18/03/2024 HIRE MINIBUSES FOR MAYORAL CUP 

9. GOBISA TRADING  R162,500,00 14/03/2024 SUPPLY AND DELIVERY OF A4 PAPER 

250 BOXES 

10. ZASE- SPHAMLA R149,120,00 08/03/2024 BAKERY EQUIPMENT PROJECTS 
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Order checklist has been revised and implemented as from 18 March 2024 to tighten controls in 

ensuring that all core SCM Regulations requirements are met and complied with.  

 

4) Inventory management. 
Table 10: inventory reconciliation – for the month ending 31 March 2024 

 
 

 

 

2.7 COST CONTAINMENT MEASURES 

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

curb procurement of unnecessary 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. 

a) IRREGULAR EXPENDITURE (CAPITAL EXPENDITURE) – 31 MARCH 2024 

The register is enclosed as Annexure B. 

 

b) IRREGULAR EXPENDITURE (OPERATIONAL EXPENDITURE) – 31 MARCH 2024 

The register is enclosed as Annexure C. 
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The council on 26 March 2024 has considered the items submitted for council consideration on UIFW 

register for the period 01 July 2023 to 28 February 2024. The management committed to improve 

controls, engage in training and capacity building to avoid re-occurrence of similar cases. Accounting 

Officer will implement consequence management where appropriate. The excerpt of expenditure 

considered by council to be investigated by MPAC is contained in summary below: 

   

 
 

 
 

 

FRUITLESS REGISTER for the month ending 31 March 2024 reflects R962.64 emanating from 

interest from Eskom, Telkom, Umzinyathi District Municipality, Licencing accounts. Register is enclosed 

below:   
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Table 11:  fruitless and wasteful expenditure register for the month ending 31 March 2024 

 
  

2.8. MATERIAL VARIANCES       

 

Material variances to SDBIP is provided by the PMS unit, after detailed consideration of all POEs        

and actuals as submitted by officials based on their scorecards. 

 
Material variances on Table C4 based on actuals against budget the following has been noted: 
 

• Operational revenue – entails skills development levy refunds and early settlement discounts 
from organisation that offer such discounts, 97% is the variance which requires that the 
municipality study the current trend of this revenue source and budget accordingly in the 
coming year. 

 
• Sale of goods and rendering of service – this is the revenue from building plans, burial fees, 

photocopies, advertising, and tender documents. There is 29% variance from original budget. 
These services are much dependent on consumer needs (i.e. building plans) as well as the 
tender notices issued by the municipality, e-tender portal is used by some bidders as a result 
there is a decrease in the number of tender documents sold. 

  
• Employee related costs – 98% variance is noted due to data that has not been captured on the 

financial system from the payroll system. Processes are ongoing to finalise journal transmission 
/ import that will update Inzalo EMS system.  
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• Remuneration of councillors -100% variance is noted due to data that has not been captured on 
the financial system from the payroll system. Processes are ongoing to finalise journal 
transmission / import.  

 
• Operational costs – entails variety of expenditure items such as accommodation, fuel, events, 

etc., the 33% variance noted at month end can be covered by the end of year given the nature 
of the items covered under operational costs. It is probable that the budget will be spent 
accordingly and exhausted by the end of the year. 

 

• Service charges (electricity) – variance of 32% is noted, due to change in consumer spending 
on electricity, which may be caused by alternative energy sources or loadshedding whereby 
there is no electricity available for consumption, hence the consumption will decrease 
accordingly.  
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