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1.1. MAYORS’ REPORT  

 
This report represents the S71 MFMA monthly budget statement of Nquthu Local Municipality for 

the month ending 31 May 2024 and it reflects on the implementation of the budget and the 

financial state of affairs of the municipality. I hereby wish to submit a report to the Municipal 

Council on the implementation of the budget and the financial state of affairs of the Municipality 

as at the end of 31 May 2024. Further to the above, Section 54(1) of the MFMA determines that 

the Mayor must consider the Section 71 report submitted by the Accounting Officer thereafter 

check whether the Municipality’s approved budget is implemented in accordance with the 

approved Service Delivery Budget Implementation Plan (SDBIP) and if necessary, issue 

appropriate instructions to the Accounting Officer.  

 

Quarter four marks the approval of the final budget of the municipal council, budgeting is a crucial 

step in the financial management planning and sets the tone for the entire financial year in terms 

of expenditure management, achievement of key performance indicators, revenue collection, 

grant allocation approval, procurement planning and implementation of budget related policies. 

The approved draft budget was funded, however the feedback on assessment of tabled draft 

budget depicts a negative picture it shows unfunded budget position after the assessment, which 

requires the revision of budget items and certain projects. The final budget should therefore be 

without a doubt funded, as I always put emphasis in ensuring proper budgeting that results in a 

funded budget position.  

 

The council adopted final budget on 17 May 2024, complementary budget related policies have 

been reviewed thoroughly in terms of policy content specifically the Tariff policy, Rates by-laws, 

Indigent Policy, SCM Policy and all other policies were effected with minor changes during the 

review.   

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 



Nquthu Municipality Monthly Budget Statement  

Page | 3  

 

 

1.2. RESOLUTIONS 
 

The resolutions enclosed hereto will be presented to Council when the In-Year Report (IYR) is tabled.  

Recommendations are detailed hereunder in terms of the Municipal Budget and Reporting 

Regulations Schedule-C (In Year Reporting) requirements for consideration by council: 

 

a) That council notes the section 71 monthly budget monitoring report and the supporting 

documentation.  

b) That Council notes the submission of section 71 monthly budget monitoring report for May 

2024 to National Treasury, Provincial Treasury and Auditor General. 

c) That the council authorise the Accounting Officer to sign the quality certificate. 

d) That the council authorise the Accounting Officer to place the report on the municipal 

website, within five working days of council seating.  

 

1.3. EXECUTIVE SUMMARY  
 

The objective of reporting on the financial results of the municipality is to enhance sound 

financial management and promote transparency and accountability of officials and councillors. 

Monthly budget statement report of a municipality must be in the format specified as per 

Schedule C and include all the required tables, charts and explanatory information. 

 

In terms of S6 of MBRR, the Statement of Financial Performance shown in Table C4 for Month 

10 May 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 YTD actual figure is R51.9 million yielding no  change from the 

previous month figure due to property rates instalments spreading over ten months, electricity 

revenue source year to date actual figure of R25 million results in 24% variance whilst the bulk 

expenditure year to date figure is R30.2 million, the municipality received -R3.9 million bulk 

invoice for the month of May, the electricity losses challenge is ongoing, however there are 

engagement underway to mitigate the loss of electricity in the municipality. Accurate employee 

related costs expenditure is 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, so far only expenditure amounting to R6.3 million compared to R4.8 million 

that was captured until April month end, has been transferred to the financial system relating to 

S56, 57 employees. 
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The consolidated summary of the financial performance is indicated in Table C4 below:
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1.4. IN-YEAR BUDGET STATEMENT TABLES   
 IN-YEAR BUDGET STATEMENT TABLES – TABLE C1 

 

 
 
  

The YTD actual revenue is R280 million compared to R275 million reported from the 

previous month, which shows that the revenue streams of the municipality is 

growing, however YTD budget figure is R266 million resulting in 5% variance.   

 

Operating expenditure YTD is R162 million compared to R147 million reported in the 

previous month, however payroll expenditure is partially included in the total expenditure, 

only R4.8 million is on the system, therefore the YTD expenditure figure is supported by 
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PART 2 document on employee costs that is understated on C-schedule due to information 

being not available on the system.  

 

Capital expenditure allocation budget has been received in full as allocated by National 

Treasury, including the additional grants approved in March. Capital project implementation 

is underway, with the expectation that there will be no grant roll over requests to National 

Treasury, however in instances beyond the control of the municipality sufficient motivation 
will be made. 

  
Table C2 provides the statement of financial performance by functional classification.  
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Table C3: Monthly Budget Statement_ Financial Performance   

 

 
 

 

Table C3 provides information by vote, dividing the overall municipality administration into       

departments.  BTO office reflects much higher revenue by vote allocation. Expenditure by              

vote shows that technical unit has much higher expenditure.  
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Table C4 Municipality Financial Performance  
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TABLE C4: REVENUE BY SOURCE 

Property rates  

Property rates YTD Actual remain unchanged at R 51 million as reported last month on account of 

having rates billed over a period of ten months with ten equal instalment proportion instead of 12 

instalments to give customers two months of catching up with payments before the start of the new 

financial year. 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 R25million indicating an increase from R22 

million reported last month, 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 R9.3 million compared to R7.5 million reported in the previous month, reflecting a 

slight improvement on current and non-current assets investments, thereby exceeding YTD budget 

of R6.2 million.  

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, year to date the municipality has received 

an amount of R185 million in allocations.    

 

TABLE C4: EXPENDITURE BY TYPE 

Employment related costs  
  

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

employee costs data relating to S56&57 has been transferred to the financial system, and 

reflecting a total of R6.3 million which has improved from R4.8 captured in the previous 

months on employee costs line item, the initial set timeline set to resolve the issue at hand 

was the last day of the third quarter, however the activities to transfer data requires much 

more time allocation than initially anticipated.. 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 still 

has no data for councillors’ remuneration for the reporting month, 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. 
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Debt impairment  

  

The YTD actuals and budget reflects R0 amounts, the actuals will be captured once reviewed 

as final during the interim AFS preparation. 

 

 

Depreciation & asset impairment  

  

Depreciation and Asset impairment YTD Actual shows depreciation calculation until Month 11 

amounting to R22 million, increased form previous reporting month of April as was reported at R15 

million, asset verification process is still 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 remains unchanged at R30.2 million, the municipality has 

received a bulk invoice for the month of May with negative consumption charges of R3.4 million and 

negative amount due of R3.9 million. 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. 

 

Monthly Budget Statement_ Capital Expenditure Table 5  
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Total capital expenditure by function classification stands at 77% from 76 % reported last 

month. Internally funded projects funding was increased from R28 million to R46 million, 

thereby ensuring projects that has been incomplete for prolonged duration are given 

attention and completed, the actual YTD variance of -127% is noted in this regard. 
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Table C6 – Monthly Budget Statement – Financial Position 

 

 
 

The table C6 reflects R898 million YTD actual vs R904 reported last month for accumulated surplus. 

Total assets (R940 million) exceed total liabilities (R41 million), resulting in net assets of R898 

million. 
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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 third quarter. Cash flow from operating activities year to date actual is R226 million. 

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

of R70 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    
 

Table 1(a) Investment register for the month ending 31 May 2024 

 
 

The investment register on 31 May 2024 reflects investment status of the municipality, which reflects 

the investment balance of R96 million, to date an amount of R86 million has been withdrawn, no 

withdrawal was made in the month of May 2024. Additional investments made in the current year 

amounted to R81 million in the previous reporting month, however the report for the month shows 

R66 million which is accurate since the errors and omissions has been corrected, the opening balance 

of R108 million is recorded.  

 
Withdrawal history provide indication of all withdrawal activities that has taken place during the 11 

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

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

    
                                  

The municipality has a bank balance of R6 million, at the end of 31 May 2024, there are zero 

outstanding deposits or receipts at the reporting date. Table 1 (c) below show all transactions in the 

reconciliation. 
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Table 1 (c) Bank reconciliation of primary account month ending 31 May 2024      

                      

  
      

2.2.  COUNCILLOR ALLOWANCES AND EMPLOYEE BENEFITS   

Nquthu municipality as at the end of month four has incurred employee costs in line with SALGABC 

collective agreement and the upper limits determinations by the Minister of COGTA. 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 May 2024   
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2.3.  ALLOCATION AND GRANT RECEIPTS AND EXPENDITURE   

 
Table 3: Grant register – for month ending May 2024 

  
 
The grant register for the month of May reflects the following: 

 

a) MIG grant expenditure has exhausted allocated funds including the additional grant 

funding of R5 million, at the reporting period the MIG grand spending stands at R39 million. 

b) Mass electrification spending has not changed from last month R5.8 million to R6.4 million 

out of R21.6 million allocation, the remaining funds are R15.1 million. 

c) Electrification grant spending has not changed from previous two months it still shows 

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 R9.1 million and R843 thousand remains 

unspent. 

e) Library support grant has been fully spent, and there is no overspending reported. 

f) Financial Management grant (FMG) has R301 thousand remaining and has spent R1.5 

million. 

g) Library Modular has been fully spent, and there is no overspending reported. 

h) EPWP has spent all the allocation and there is no overspending reported. 

i) Cybercadet grant has been fully spent, and there is no overspending reported. 

j) Library Volunteer grant has only spent R88 thousand, the balance remaining is R279 

thousand. 

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

from the previous year amounting to R128 thousand, no change from last month spending, 

the grant remains unspent at R27 thousand. 

                                               

2.4.  DEBTOR’S ANALYSIS    

 
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. The debtors age reporting for the month 

reflects previous month’s data, due to glitches in billing module. Relevant data relating to May will 

be reported in June. 
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Table 4: Debtors' analysis for the month ending May 2024 

 

 

Debt collection rates 

 

Table 5: Cash collection per revenue source   

 
Table 6: Revenue collection ratios 
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Cash collected on 31 May 2024 amounts to R 8.4 million resulting in 9% collection rate when 

considering the entire debtor’s book and 113% collection rate is recognised when considering the 

previous month billing, overall the municipal collection rate 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.                                                                                        

 

2.5.  CREDITOR’S ANALYSIS   

 
The table below shows the summary of Top 10 creditors paid in May 2024. The municipality 

continues to pay creditors invoices in line with MFMA Section 65 and has formulated a Section 65 

delay reason document for end users to enhance accountability and encourage attendance to 

invoices timely to avoid delays. 

 

Table 7: Creditors report for the month ending 31 May 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 May 2024, the 

outstanding creditors are less than 30 days old, and will be paid in the next pay run provided that 

the invoices/voucher do meet all the payment requirements. 

 
Table 8: Creditor’s ageing for the month ending 31 May 2024  

 
                                                                     

   2.6.  SUPPLY CHAIN MANAGEMENT  

 
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, one transaction was concluded in the month of May. 

  

a) Deviations 
Table 9: Deviation register for the month ending 31 May 2024  
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Auditor General documented findings on the management report (MR) that some of the deviations 

concluded by the municipality were not authorized, as a result the SCM office has a register of 

deviations and the file for deviations to ensure all required signatures are acquired before concluding 

orders and incur expenditure. 

 

b) Fruitless and Wasteful Expenditure Register 

 
Fruitless and Wasteful Expenditure Register for the month ending 31 May 2024 reflects R162 650,19 

compared to R162 606.53 from the previous month emanating from Eskom, Telkom, uMzinyathi 

District Municipality, Licencing accounts and SARS. A slight increase of R43.66 contributed to the 

register from Telkom account. 
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c) Auditor General Findings and Risk Management 
NO. ISSUE RAISED ISSUE 

RAISED  

PROPOSED ACTION TO ADDRESS 

ISSUE 

DUE DATE CURRENT 

STATUS  

1. Preferential points used 

is not stated in the 

tender document and 

request for quotation. 

AG – 22/23 SCM and ORDER CHECKLIST is used for 

every Purchase order. 

BSC Checklist is in place to be used 

On-going In-progress 

2. Bidders failing to meet 

the specif ic goals points 

awarded bids. 

AG – 22/23 Bid Committee checklist is used for every 

tender advertised. 

On going In-progress 

3. No evidence provided to 

conf irm  that quotation 

above R200 000 were 

approved. 

AG – 22/23 Authorisation by Accounting Off icer for 

deviation not following normal SCM process 

and purchase orders above R 200 000 is 

compulsory. 

On going In-progress 

4. Minimum thresholds for 

local content not 

specif ied 

AG – 22/23 SCM and ORDER CHECKLIST is used for 

every Purchase order 

DONE DONE 

5. Possible splitting of  

orders to avoid 

competitive bidding 

process. 

AG-22/23 Monitoring of  procurement plan on a 

quarterly basis. 

On going In-progress 

6. Measures to monitor 

contract performance 

and delivery have not 

been def ined and 

implemented. 

AG – 22/23 Assessment of  service provider form is used 

to monitor performance on a quarterly basis 

On going In-progress 

7.  Deviations not approved 

by AO 

AG – 22/23 Ensure authorisation by Accounting Off icer 

and all other relevant HODs for deviation not 

following normal SCM process 

On going In-progress 

8.  Contracts expired, but in 

use without approval of  

extension or variation 

order 

AG – 22/23 Engage end user departments af ter sending 

notice of  expiry. 

Consider extension of  contract and acquire 

approval 

On going  In-progress 

 

 

d) 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 Annexure A, reflecting a list of all 

active contracts, extended contracts, and contracts that will expire within the current 

financial year. 

 

e) Top 10 Issued Orders List – 31 May 2024  

 
NO. SERVICE PROVIDER CONTRACT 

AMOUNT 
DATE OF AWARD DESCRIBIPTION  

1. KWANONGOMA TRADING  R250 000.00 03/05/2024 250 FOOD VOUCHERS EACH 

VALUED R1000.00 

2. MXETSHYLWA  R262 700.00 21/05/2024 DISASTER UNIFORM FOR NEWLY 
APPROVED STAFF 
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3. NQUTHU PIONEER TAXI ASS R220 000.00 20/05/024 190 MINIBUSES TO NQUTHU 

STADIUM  

4. STATFORM  R215 650.00 07/05/2024 SUPPLY AND DELIVERY OF 
SCHOOL UNIFORM  

5. COMCO INTERLECTUAL  R208 498.00 21/05//2024 05 FIRE FIGHTING GLOVES, 

RESCUE GLUTS AND HELMETS  

6. AMAGWAZA TRADING ENTERPRISE  R186 775.00 07/05/2024 SUPPLY AND DELIVERY OF 
SINGLE AND THREE PHASE 
METER 

7.. SIBAHLEMINI MULTIPURPOSE R170 500.00 07/05/2024 SUPPLY AND DELIVERY OF 
LAPTOPS AND GPS  

8. MANZINI EMPIRE CATERER R150 000.00 20/05/2024 5000 MARQUEE SEATER, SOUND 
SYSTEM & INDOOR STAGE 

9. GQAKAZA SOLUTIONS R155 125.00 15/05/2024 HORSE BLANKETS  

10 UNYAWO ALUNAMPUMULO R138 000.00 13/05/2024 HORSE FOOD  

 

 

The municipality has complied with SCM Regulations in issuing the above orders. 

 

f) IRREGULAR EXPENDITURE (CAPITAL EXPENDITURE) – 31 May 2024  

The register is enclosed as Annexure B. 

 

g) IRREGULAR EXPENDITURE (OPERATIONAL EXPENDITURE) – 31 May 2024  

The register is enclosed as Annexure C. 

 

h) INVENTORY MANAGEMENT  
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 2.7.  COST CONTAINMENT MEASURES    

 
MCCR quarterly report was tabled in council for Q3, and the remaining unreported months in relation 

to UIFW for the period covering March 2024 to June 2024 will be reported accordingly at the end of 

quarter four. The management is committed to improving controls, engage in training and capacity 

building to avoid re-occurrence of similar UIFW cases. Accounting Officer will implement 

consequence management where appropriate. The excerpt of expenditure considered by council is 

contained in summary below: 

        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 – encompasses various miscellaneous items such skills development 

levy refunds and early settlement discounts from SALGA annual levies, there is a variance 

of 18% which has decreased from the previous reporting month from 57% the need exists 

for the municipality to follow the spending pattern of this line item to ensure appropriate 

budgeting is done to reflect reliable budget figures.  

 

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

photocopies, advertising, and tender documents. There is -32% variance compared to 28% 

variance reported last month. 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. 

 

• Service charges (electricity) – variance of 24% unchanged from 24 variance reported last 

month, there are various causes attributable to this variance, to the extent that technical 

insight is sought to ensure that every consumer is accounted for, other factors are 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.  

 
• Service charges (waste management) variance is 21%, the need to appropriately align the 

waste tariff has been identified, relevant stakeholders including waste management 

employees to gather sufficient information on all refuse collected points and frequency.  

  

• Employee related costs variance unchanged at 93%, in figure there is slight change 

attributable to S56&57 employee costs captured on the system. Processes are ongoing to 

finalise journal transmission / import.  

 

• 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.  

 

• Interest shows a variance of R79% for exchange services, the budgeted amount is R35 

million while the actual year to date figure is 63 million hence the variance noted. 

 

 

2.9.  MUNICIPAL MANAGER’S QUALITY CERTIFICATE                       




