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MID -YEAR PERFORMANCE ASSESSMENT REPORT FOR THE 2/6/4
PERIOD 1 JULY 2016 TO 31 DECEMBER 2016 (pmc)
(adbto)

PURPOSE

The purpose of this report is to inform Council of the municipality’s Mid-Year Budget and
Performance Assessment Report for the period 1 July 2016 to December 2016, against
the approved budget in compliance with Section 72 and 52 of the MFMA and the
requirements as promulgated in the Government Gazette No 32141 of 17 April 2009, by
providing a statement on the implementation of the budget and financial state of affairs of
the municipality to the Executive Mayor, as legislated.

BACKGROUND

In terms of section 72 of the MFMA and Section 28 of Government Gazette Notice 32141
dated 17 April 2009, and the Local Government: Municipal Finance Management Act of
2003 and Municipal Budget and Reporting Regulations, necessitates that specific financial
particulars be reported on and in a prescribed format, to meet legislative compliance.

In terms of Section 72 (1, 2 and 3) of the MFMA
1. The accounting officer of a municipality must by 25 January of each year ~

(a) Assess the performance of the municipality during the first half of the financial year,
taking into account:

(i) The monthly statements referred to in section 71 for the first half of the
financial year;

(i) The municipality’s service delivery performance during the first half of the
financial year, and the service delivery targets and performance identified in
the annual report; and performance indicators set in the service delivery and
budget implementation plan;

(i) The past year's annual report, and progress on resolving problems identified
in the annual report; and

(iv) The performance of every municipal entity under the sole or shared control of
the municipality, taking into account reports in terms of section 88 from any
such entities; and

(b) Submit a report on such assessment to -

(i) The mayor of the municipality;

(i) The National Treasury; and

(iii) The relevant Provincial Treasury.

2. The statement referred to in section 71 (1) for the sixth month of the financial year
may be incorporated into the report referred to in subsection (1) (b) of this section.

3. The accounting officer must, as part of the review -
(@) Make recommendations as to whether an adjustments budget is necessary; and
(b) Recommend revised projections for revenue and expenditure to the extent that
this may be necessary

Furthermore the Municipal Budget and Reporting Regulations section 28 stipulates
that:



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

In addition Section 31(1) prescribes the following:

“The mayor's quarterly report on the implementation of the budget and financial state
of affairs of the municipality as required by Section 52(d) of the Act must be —

(@) In the format specified in Schedule C and include all the required tables
charts and explanatory information, taking into account any guidelines
issued by the Minister in terms Section 168(1) if the Act; and

(b) Consistent with the monthly budget statement for September, December,
March and June as applicable: and

(c) Submitted to the National Treasury and relevant Provincial Treasury within
five (5) days of tabling of the report in the council.

Thereafter, the mayor must, in terms of Section 54(1):

(a) Consider the report;

(b) Check whether the municipality's approved budget is implemented in accordance
with the service delivery and budget implementation plan;

(c) Consider and, if necessary, make any revisions to the service delivery and budget
implementation plan, provided that revisions to the service delivery targets and
performance indicators in the plan may only be made with the approval of the
council following approval of an adjustments budget;

(d) Issue any appropriate instructions to the accounting officer to ensure-

(i) That the budget is implemented in accordance with the service delivery and
budget implementation plan; and

(ii) That spending of funds and revenue collection proceed in accordance with
the budget;

(e) Identify any financial problems facing the municipality, including any emerging or
impending financial problems; and

(f) Submit the report to the council by 31 January of each year.

OVERVIEW OF THE AUDITED FINANCIAL RESULTS OF THE 2015/16 FINANCIAL
YEAR

Overview Audited Outcome

The municipality received a qualified audit opinion for the 2015/16 financial year, the
same as the previous year.

This last audit highlights two paragraphs that raise the reasons for the qualified audit
opinion.

The item regarding to the possible understatement of revenue was identified in late
2015 and management appointed a service provider to address this issue. The data
cleansing process is time consuming and it is still ongoing. Management did differ from
the calculated projection of the error by the AG but could unfortunately not convince
them otherwise. This item should not arise during the next audit.

The other item relates to the disclosure of a specific class of irregular expenditure. This
class was not qualified in the prior year but it seems that the AG made a technical



decision and applied it to this year’s audit. The amount is quantified and if the 2016/17
audit team have the same point of view it will be adjusted accordingly.

From the other matters emphasized the following concerns must be highlighted:

% Various internal control issues persists that is a factor of reasons such as leadership
and accountability and for example lead to all the issues raised under procurement
and contract management.

% Liquidity Ratio: At 0.37 (0.34: 2015) it is a slight improvement on the prior year but it
still indicates that council had cash flow challenges as at 30 June 2016.

& Trade Creditors: The outstanding Trade Creditors at 30 June 2016 amounted to
R 544 million (R534 million: 2015) and it thus seem to have been stabilized over the
past financial year.

% Operating Income and Expenditure: At year end the municipality had a deficit of
R308 million. Net cash flow from operating activities was R92 million.

% Debtors: Gross debtors have increased with R379 million to R2.293 billion for the
financial year ending 30 June 2016 compared to R1.914 billion as at 30 June 2015.

OVERVIEW OF THE MID-YEAR FINANCIAL RESULTS FOR THE SIX MONTHS
ENDING 31 DECEMBER 2016

Operational Results:

This report is based on financial information, as at 31 December 2016. All variances are
calculated against the approved budget figures. The results for the mid-year ended 31
December 2016 are summarised as follows:

Relevant financial schedules are attached hereto as Annexure “A”

Statement of Financial Performance (SFP)

The SFP is prepared on a similar basis to the prescribed budget format, detailing
revenue by source and expenditure by type. The summary report indicates the following:

The actual performance for the six month period on the operating budget can be
summarized as follows:

YTD BUDGET Ngﬂg;‘:":' YTD Variance
o 31 December Actual (Favorabile)
Description 2016 Degg;“sber 2016  |Unfavorable
R ,000 R ,000 R ,000
Total Income 5565
‘ (1400990) | (2138721) | (1 406 555)

Total Expenditure 1476 012 1811900| 1287252| (188760)
(SURPLUS) /

vt 75 022 (326821) |  (119303) | (194 325)

The detailed cumulative year to date performance for the mid-term is outlined below:




M06 Dec

YTD

YTD

YTD

Original .
Rthousands Bu&giget Actual Actual Budget Variance vanoznce
Revenue By Source
Property rates 317 223 20507 | 155890 186 890 (31 001) (16.59)
Property rates - penalties and ) )
collection charges
Service charges - electricity revenue 801493 48994 | 359169 398 630 (39 461) (9.90)
Service charges - water revenue 492 182 39653 | 243390 260 147 (16 757) (6.44)
Service charges - sanitation revenue 106 575 9236 55 376 73 344 (17 968) (24.50)
Service charges - refuse revenue 149 572 11 646 74 098 82 880 (8782) (10.60)
Service charges - other 26 600 (15) 2731 1074 1658 154 42
Rental of facilities and equipment 6615 495 3148 3722 (573) (15.40)
Interest earned - external investments 2108 51 340 1216 (876) (72.03)
Interest earned - outstanding debtors 106 208 14 247 75 240 45179 30 061 66.54
Dividends received - - - - - -
Fines 7102 112 668 4281 (3614) (84.41)
Licenses and permits 7708 259 3593 3 581 12 0.33
Agency services - - - - - -
Transfers recognised - operational 351271 111092 257 317 185 399 71918 38.79
Other own revenue 139516 15216 84 908 63 114 21795 34.53
Gains on disposal of PPE - - - - - -
Total Revenue (excl. capital transfers
and contributio(ns) P . 2514173 | 271492 | 1315869 | 1309456 6413 0.49
Expenditure By Type
Employee related costs 527 466 42628 | 253488 264 269 (10 780) (4.08)
Remuneration of councillors 25138 2108 10 971 13038 (2 067) (15.85)
Debt impairment 367 523 30627 | 183761 163 684 20077 12.27
Depreciation and asset impairment 476 888 39412 | 236472 227742 8729 3.83
Finance charges 14 181 1905 4 857 4 654 203 437
Bulk purchases 811 802 61767 | 324121 412 822 (88 701) (21.49)
Other Materials 105 958 4763 33583 56 957 (23 374) (41.04)
Contracted services 46 448 3917 13 838 23672 (9 834) (41.54)
Transfers and grants - - - - - -
Other expenditure 443 553 30551 | 226160 309173 (83 013) (26.85)
Loss on disposal of PPE - - - - - -
Total Expenditure 2818956 | 217676 | 1287252 | 1476012 | (188760) (12.79)
Surplus/(Deficit) (304 783) 53 816 28617 | (166 556) 195173 | (117.18)
Transfers recognised - capital 134 616 63 804 90 686 91 534 (848) (0.93)
Contributions recognised - capital - - - - - -
Contributed assets - -
Surplus/(Deficit) after capital
trangfers( and cgntributiopns (170167) | 117620 | 119303 (75 022) 194 325 | (259.02)
Taxation - - - - - -
Surplus/(Deficit) after taxation (170 167) | 117620 | 119303 (75 022) 194 325 | (259.02)
Attributable to minorities - - - - - -
Surplus/(Deficit) attributable to (170167) | 117620 | 119303 | (75022)| 194325 | (259.02)
municipality
Share of surplus/ (deficit) of associate - - - - - -
Surplus/(Deficit) for the year (170167) | 117620 | 119303 (75 022) 194 325 | (259.02)




The major revenue variances against the budget are:
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Property rates: Indicates a positive variance for the mid-year before the deduction of
revenue foregone. This as a result of the once off billing of farmers and government
property rates in the first part of the year, we expect property rates to be on target with
the budget.

Service charges- electricity revenue: The mid-year income for electricity income is
lower than the budgeted 50% due to the provision for Free Basic electricity that is not
taken into account.

Service charges water revenue: With a variance of 6% for the reporting period and
the Free Basic water revenue not accounted for, the water revenue is on target.
Service charges sanitation revenue: The revenue for sanitation will have a variance
of less than 1% for the reporting period if the provision for free basic services is added.
Service charges refuse revenue: With the provision for free basic refuse the income
for refuse will be on target for the six months.

Service charges other revenue: Is positive as a result of the levying of additional
sewer under services charges other.

Rental of facilities and equipment: Income on the rental of facilities have improve
from the previous years. Because of the current economic climate and the condition of
facilities, there is a lower booking rate.

Interest earned — The lower interest earned on investments is as a result of the
interest on long term investments that will only materialise at year end.

Interest earned on outstanding debtors: The year to date interest is much higher
than the budget. The continuous increase of the debtors book results in the increase
of interest earned on outstanding debtors balances. The collection of this income is
doubtful and therefore provision is made under the provision for bad debt for debtor's
interest.

Fines: The income generated from fines is very unfavourable as a result of
administration matters.

Licences and permits: The collection of revenue for licences and permits is on target
with the budgeted.

Transfers recognised — operational: All operational grants were received for the
period, resulting in income received in advance.

Other revenue: Consist mostly of provincial licence revenue and is offset with the
payment of part of the income to the province.

The major operating expenditure variances against budget are:

%
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Employee related costs: Are favourable due to unfiled vacancies. Overtime
continues to be a risk factor in the management of employee costs. The overtime paid
during the six months under review is 72% (R13.6 million) of the total overtime budget
(R19.9 million). This is still high despite various processes put in place by Management
to curb the working of unnecessary overtime.

Remuneration of councillors: The expenditure is within budget. The increases for
councillors will take effect in the third quarter but the estimate is that a small saving will
materialize.

DELETE Contributions

Depreciation & asset impairment: Expenditure is in line with the budget projections
with a slight saving.

Finance charges: Are slightly higher as per loan schedules and will be within the
budget.

Bulk purchases: The expenditure pattern of this items indicates a under spending of
the budget. Payments are done to the service provider as per payment agreements.



Other Materials: Under spending for the period ending 31 December 2016 as a result
of cash flow restrictions. There is also a lack of proper maintenance plans which is
currently addressed. This post the risk of rapid infrastructure deterioration.

% Contracted services: The projection indicates under expenditure of the vote due to

& &

%

outstanding invoices and payments to service providers.

DELETE Collection costs:

Other expenditure: Indicates an over expenditure at 31 December 2016. This is
mainly because of the payments for provincial licences. This is offset with the income
received from licence and is therefore not a concern. Expenditure however still need
to be closely monitored.

DELETE Departmental charges:

Capital expenditure per Vote

Year to date capital expenditure amounts to R42.2 million (29.2%) compared to the year
to date budgeted expenditure of R66.96 million. MIG expenditure as at 31 December 2016
stands at 36.9% (28.9%, 2015) of the allocation spend. National Treasury have approved
MIG roll over to the amount of R8 million, that was requested by the municipality form the
2015/16 year.

Capital spending is monitored at the Project Monitoring Committee meetings that deal with
the implementation of capital projects. The Project Monitoring Committee meetings,
focuses on the performance of all the projects on a monthly basis.

The table below outlines the capital expenditure performance status per vote for the six
months ended 31 December 2016.



North West: City Of Matlosana(NW403) - Table C5 Quarterly Budget Statement - Capital Expenditure by Standard Classification and Funding fo

Description Ref Budget year
2016117
R thousands Original Q2Dec | yrry actual | YTD Budget | YTD Variange| |0 veriance|  Full Year
Budget Actual % Forecast
Capital Expenditure - Standard
Governance and Administration 9,300 639 849 4,250 (3,401) 4 (80.03) 9,300
Executive & Council 4,300 639 849 2,500 (1,651) (66.05) 4,300
Budget & Treasury Office 5,000 1,750 (1,750 (100.00) 5,000
Corporate Services
Community and Public Safety 6,000 . 334 360 (26) 4 (7.19) 6,000
Community & Social Services 700 360 {360} (100.00) 700
Sport And Recreation 5,300 334 334 5,300
Public Safety
Housing
Health
Economic and Environmental Services 46,170 15,958 25,992 22,405 3,587 r 16.01 46,170
Planning and Dev elopment
Road Transport 46,170 15,958 25,992 22,405 3,587 16.01 46,170
Environmental Protection
Trading Services F mss2f  19saf 1303 e s (8349 T8sm2
Electricity 23,400 4,289 4,289 11,700 {7,411) (63.34) 23,400
Water 17,936 5,659 5,659 9,424 (3,7685) {39.95) 17,936
Waste Water Management 37,186 2,035 3,854 16,623 (12,769} (76.82) 37,186
Waste Management
Other 4,624 1,279 1,318 2,198 (880) (40.05) 4,624
Total Capital Expenditure - Standard 3 144,616 29,859 42,295 66,960 {24,665) (36.84) 144,616
Funded by:
National Govemment 122,616 29,220 41,446 62,350 (20,904) (33.53) 122,616
Provincial Govermment 12,000 12,000
District Municipality
Other transfers and grants
Transfers recognised - capital 134,616 29,220 41,446 62,350 (20,904) (33.53) 134,616
Public contributions and donations F s
Borrowing o
Internally generated funds 10,000 639 849 4,610 (3,761) (81.59) 10,000
Total Capital Funding 144,616 29,859 42,295 66,960 (24,665) (36.84) 144,616

MIG Expenditure

79 193 900 64 612 000 29 258 639

14 581 900 36.94%

The MIG grant for November 2016 was only received towards the middle of December
2016 and contributed to the lower than expected spending on this grant. Council
subsidised MIG with R10.67 million during this period.

Capital grant received

MIG 79 193 900 59 804 000 64 612 000 81.59%
NDPG 26 052 000 0 18 074 000 69.38%
INEP 16 800 000 4 000 000 8 000 000 47.62%
PMU 570 000 0 0 0
PIG -SEWER 12 000 000 0 0 0
TOTAL 134 615 900 63 804 000 90 686 000 67.37%




Operational grants received

Equitable shares grants 342 855 000 110 842 000 253 698 000 74%
Finance Management grant 1810000 0 1810 000 100%
Improvement of Library services 1100 000 0 400 000 36.36
Museum/ Grant research and development 250 000 250 000 250 000 100%
PMU 3598 100 0 0 0
EPWP 1658 000 0 1159 000 69.90%
TOTAL 351271100 111 092 000 257 317 000 73.25%

Grant dependency ratio: 12.9% - This indicates that council 12.9% dependent on grants
for income.

Cash Flow Statement (CFS)

The CFS report for the period ending 31 December 2016 indicates a cash and cash
equivalent closing balance of R143.2 million which comprises of the following:

% Bank balance and cash R20.9 million
% Investment deposits R121.9 million

Cash flow from operating activities category:

% Ratepayers and other services reflect a year to date amount of R940.3 billion
compared to a year to date target of R1.055 billion and is insignificantly lower.

% Operating grants and subsidies show a year to date amount of R144.7 million
compared to a year to date target of R175.6 million as a result of the equitable share
allocation received during December 2016.

% Capital grants and subsidies show a year to date amount of R 90.6 million compared
to a year to date target of R63.8 million as a result of grant funding received during
December 2016.

With regard to payments:

% Suppliers and employees payments indicate a year to date amount R926.5 million
compared to a year to date target of R888.38 million. The payment is higher as a result
of arrangements for arrears with the bulk service providers.

% Finance charges payments indicate a year to date amount R5.6 million compared to a
year to date target of R6.2 million because of the reduction in outstanding loans.

Debtors Collection Rate and Outstanding Debtors

Levies for the first six months of this financial year amounted to R940.3 million and the
total collection including prior years debtors amounts to R645.36 million. This impact
negatively on the cash that is available to cover the commitments of the operating
expenditure and capital budget. When considering an adjustment budget this is a very
important factor to take into account.



The total debtors balance as at 31 December 2016 amounts to R2.138 million compared
to R1.623 billion on 31 December 2015.

The chart below illustrates that the long outstanding debt over 90 days amounts to R 1.82
billion.

The low collection rate on the current billing impacts negatively on the cash flow to cover
the commitments. The collection of outstanding debt remains a major challenge even
though the municipality has appointed a contractor to do disconnections.

Outstanding debtor’s analysis as at 31 December 2016.
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Outstanding debtors by customer group as at 31 December 2016:
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Government debt: Over the past year the municipality had various ongoing meetings with
province in which the terms and conditions for payment were discussed.

Business debt: Consists mainly of undeveloped empty business/industrial stands with
only basic services and property rates.

Other debt: Consists of Agriculture, churches, hostels, schools, flats, mines etc.




Outstanding debtors by revenue type as at 31 December 2016:
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Debtors Collection Rate: 69% (For the six months ending 31December 2016)
Reason for increase in debtor’s book

% Levying of back dated services levied on accounts which were not levied previously
and disputes being received for these levies and not paid.

% Collection in the Eskom supplied areas, namely: Khuma, Kanana, Tigane is a
challenge. The collection rate there is on average below 20%.

% The negative current economic environment also creates a diminishing income pool.
(Unemployment).

Outstanding Creditors report

Total outstanding creditors for the reporting period amount to R385 million compared to
R 298 for the period ending 31 December 2015. This consists mainly of Eskom R136
million a decrease of R23.9 million compared to R159.9 million for 31 December 2015
and Midvaal Water R87.4 million compared to R37.4 million in December 2015.

0- 31- 61 - 91 - 121 +Days Total
Detail 30 Days 60 Days| 90 Days 120 Days| -
Bulk Electricity 47,173,748 - - 89,055,013 136,228,761
Bulk Water 22,299,405 23,715,894 21,145,414 15,435,570 4,886,370 87,482,653
Auditor General 2,487,131 1,354,824 1,169,219 365,383 1,399,407 6,775,964
Trade Creditors 13,805,532 23,088,282 | 15,412,400 102,471,359 - 154,777,573
Total 85,765,816 48,159,000 37,727,033 207,327,325 6,285,777| 385,264,951

Creditors Payment ratio: 17% (15%.2015) within 30 days.
Investment Portfolio

The table below indicates the status of the investment portfolio, which amounts to R149.7
million as at 31 December 2016 compared to R130.8 million as at 31 December 2015.
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NSTITUTION FIXED CALL #ggﬁ COLLATERAL |  TOTAL
R R R R R
ABSA 116,520,053 116,520,053
FNB 99413 99,413
Investec 5,399,602 5,399,602
Nedcor 19,875,074 19,875,074
Sanlam (Policy) 7,817,248 7.817,248
TOTAL 7,817,248 | 121919655 900,413 | 19,875,074 | 149,711,390

Borrowings

The actual amount outstanding on external loans at the end of December 2016 is R 76.3
million
(R 130.86 million; 2015).

Borrowing Ratio: Borrowing costs amounts to 0.03% of total expenditure.
5. FINANCIAL IMPLICATIONS

The report for the period ending 31 December 2016 indicates various financial risks which
require monitoring:

5.1 Achievement of the operating expenditure and revenue budget (Table C4)

The benchmark income and expenditure for the six months is 50%. Actual operating
revenue was 50.24% (excluding capital grants) and actual operating expenditure
43.6%, respectively as at 31 December 2016. The municipality is still busy with a data
cleansing project to ensure more accurate billing and to get a more accurate picture of
collectable outstanding debtors. The project pays off with an increase in monthly cash
flow income. The following identified risk factors were noted, which requires to be
monitored and mitigated closely:

Revenue:

Accurate and timely reading of meters.

Identification of unmetered business and domestic sites for municipal services.
Continuing of illegal connection and theft of water and electricity.

Unacceptable high water and distribution losses due to deteriorating infrastructure.
Under collection of revenue as a result of non-payment, especially in the Eskom
supply areas.

oORhwNn =

Expenditure:

1. Under spending on the annual budget, will have a negative impact on service
delivery (repairs and maintenance).

2. Management of overtime.

3. Increase in depreciation as a result of revaluation of assets at the end of the
financial year.

4. The ever increasing provision for irrecoverable bad debt.
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5.2 Achievement of the capital expenditure budget

The actual year to date capital expenditure until 31 December 2016 represents only
29.59% when compared to the projection of 50%, a variance of 20.41% for the period.
The spending trends on capital expenditure can be improved by ensuring that
municipality spends the approved roll-overs and the allocated conditional grants

The MIG grant for November 2016 was only received towards the middle of December
2016 and contributed to the lower than expected spending on this grant. Council
subsidized MIG with R10.67 million during this period.

5.3 The management of our cash flow on a daily basis.

The Council's cash flow situation remains a concern if one looks at the outstanding
creditors, the outstanding debtors, the under spending on operating as well as capital
expenditure and the possible unfunded conditional grants. The low level of bank and
investment balances continues to be a high risk factor needing constant monitoring.

5.4 Debt Collection

The collection of outstanding debtors remains a challenge. The current debt collection
effort does not yield the expected results. Credit Control is being implemented but is
being hampered by political interference and credit control cannot be done in areas
where Eskom provides the electricity. Only water restrictions are being done in these
areas but is not effective due the fact that the water pressure is low. The assistance of
ward councillors is required to encourage payments in the various wards.

6. STATUS OF SERVICE DELIVERY PERFORMANCE AGAINST INDICATORS AND
TARGETS SET

The Administrator approved the Top Layer SDBIP which include the municipality’s key
performance indicators for 2016/17, in terms of Section 53(1)(c)(i) of the Local
Government: Municipal Finance Management Act (MFMA), on 26 June 2016 (ADM
31/2015).

In order to comply with MFMA Section 72, the Municipal Budget and Reporting Regulations,
2008 (Regulation 33-35) and MFMA Circular 13, the Strategic Unit conducted mid-year
SDBIP assessments by conducting workshops with the directorates from 6-11 January
2017.

Focus during these assessment sessions was placed on the following:

EEEEEE

Submission dates and flow of information
Adjustment of budgets

Adjustment of targets

Well defined indicators and targets

Vote numbers

AG outcomes on the 2015/2016 Performance Audit

Early indications are that the performance against the output and goals of the Service
Delivery Budget Implementation Plan (SDBIP) that was broadly developed in the budget,
are on track.

12



However, a few projects are lagging behind for various reasons such as highlighted
hereafter:

©

EEEFEEEE

Delays in Supply Chain Management processes which impact negatively on
performance of projects

Slow progress by contractors

Re-advertisement of tenders

Financial constraints due to poor debt collection

Lack of council meetings impacting negatively on policy approvals

2015/16 Council funded roll-overs not yet approved by council

Transport challenges

Performance highlights for the mid-year ending 31 December 2016 are as follows:

FEEEEEE FEFEEEEFE & FEEE

43,39% Spend on MIG grants allocated to the City of Matlosana

2 Risk Assessments conducted per department

81% of debt collected as a percentage of money owed to the municipality

2 Progress reports on the updated action plan register submitted to the Audit
Committee on findings raised by the Auditor General and Internal Audit

2 Activity reports submitted to the Audit Committee and Accounting Officer on the
progress of rolling out the audit plans

29,59% Capital expenditure as a 65% of planned capital expenditure

R33 582 855 of operational budget spent on repairs and maintenance

One IDP Representative Forum meeting held on 8 December 2016

42.6Km roads graded in the KOSH area

88% of street lights complaints resolved

100% of medium voltage forced interruptions complaints resolved

6 Inspections conducted at airport to comply with legislation

66 Awareness programmes presented at libraries in the KOSH area

7 Heritage awareness projects convened to disseminate knowledge regarding
heritage conservation and promote cultural heritage and national unity
Conducted 486 general fire inspections according to programme in the KOSH area
Collected R5 171 390 income from vehicle registration and licensing / renewals
2015/16 Annual performance report submitted to Auditor General on 31 August 2016
Conducted 13 traffic and road safety campaigns at schools and créches

R1 509 016 spent on SETA Training expenditure

Conducted 6 LED consultation meetings with stakeholders

Detailed below is the achievements for the first half of the financial year ending 31
December 2016, which measures the overall performance of the municipality per Key
Performance Area as well as the individual directorates.
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Performance by governments 5 Key Performance Areas:

Service Deliv ry & Infrastructure

63

47 22 47%
Development
Municipal !n§tttutlonal Development and 18 15 7 47%
Transformation
Local Economic Development
Municipal Institutional Development and 8 7 6 86%
Transformation
Municipal Financial Viability and a4 36 21 58%
Management
Goo_d _Goyernance and Public 105 72 39 54%
Participation
Total 238 177 95 54%

Performance by the various directorates

g

g, Monitofing an

31 15 12 80%
Control
Civil Services and Human Settlements 36 23 10 43%
Municipal and Environmental Services 37 30 18 60%
Electrical and Mechanical Engineering 23 17 10 59%
Corporate Services 34 28 16 57%
Finance 52 41 17 41%
Macro City Planning and Development 25 23 12 52%
Overall Performance 238 177 95 54%
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PERFORMANCE BY DIRECTORATES

Macro City
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The municipality met 54% (177 of 238) of the applicable 177 KPI's for the period 1 July
2016 to 31 December 2016.

The remainder of the KPI's 61 on the Top Layer SDBIP out of the total number of 238 KPI's
do not have targets for this period and will be reported on in quarters 3 and 4 when they
are due.
46% (82 of 177) KPI targets were not achieved as at 31 December 2016.
The top layer 2016/2017 SDBIP includes the performance comments and corrective
measures indicated for targets not achieved. (Annexure "B").

3. PROPOSED ADJUSTMENTS
After careful assessment, it is suggested that the following Key Performance Indicators be
adjusted accordingly on the approved 2016/17 Service Delivery Budget and

Implementation Plan.

KPI'S to be adjusted on the 2016/17 SDBIP are summarised in the following template:
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6. OUTSTANDING MATTERS ON THE PAST YEARS 2015/16 ANNUAL REPORT

Due to financial and management constraints and issues that transpired out of the previous audit results a
provincial intervention was called on in the form of sec. 139(b). This brought the first administrator on board
early 2014 till December 2014 while the administrator for the review period took over from January 2015.

It was also always important for the municipality to have a mutual benefitting relationship with the Auditor
General. This year there was a change in the personnel of the audit team and we again aimed at building a
good relationship by complying with their requests as best as we could and using their input in resolving issues
where afforded and possible.

Two items were raised that led to a qualified audit opinion. The one that relates to revenue was known to
management as a possible risk and management therefore started with corrective actions during the latter
part of 2015. The scope of the work meant that it was not fully completed at yearend and it is still ongoing
(data cleansing). The AG identified two transactions with their sampling and the extrapolated figure was
material in nature. The other issue relates to irregular expenditure. They have targeted a certain type of
transaction that was not previously raised. We will get more technical support regarding this and engage with
the AG.

Issues raised by the Auditor-General has been analyses to establish its root causes and to come up with
corrective action plans. Determined correctives are both short and medium term in nature. Increased effort
will ensure that the intended objective is achieved through regular and continuous progress reporting
mechanisms.

It is the opinion of management that an unqualified audit opinion for 2016/17 is attainable with the continued
support of all management and staff,

6 Revenue The municipality initiated a data cleansing process during
the latter part of 2015. It was unfortunately not completed by
year end due to the scope of the work. The one item picked
up by the AG was corrected in August 16. We believe that
the work done will address this issue for the next audit.

7 Irregular expenditure The AG took a technical look at regulation 32 appointments.
We could not alter their opinion and they also could not give
us time to make the necessary adjustments. The register
will be adjusted accordingly.

10-11 Unauthorised and fruitless Establish controls to prevent fruitless and wasteful

and wasteful expenditure expenditure as well as unauthorized expenditure. The
registered expenditure will be dealt with in accordance with
section 32 of the MFMA. Council Committee to be
established to deal with all unauthorized and fruitless and
wasteful expenditure. The investigative process to identify
the responsible parties regarding the named expenditures
still to be conducted.

12 Material impairments and This item is on top management agendas. Plans need to be
distribution losses implemented to curb losses and effect higher collection rate.

13 Restatement of Certain adjustments were discussed with the AG for
corresponding figures approval and implemented.

14 Going concern The municipality in building on the initial intervention and

believe that a couple of indicators are showing that a
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turnaround is made. We believe that the municipality will be
able to meet its commitments in the foreseeable future.

15

Material under spending of
the grant

Top management must ensure that the budgeted amounts
are spent on time.

27

Annual financial statements
and annual reports

All of the planned actions plans will result in an
improvement of the annual financial statements.

flow constraints and will continue for the next periods. Itis
also the leading cause of fruitless and wasteful expenditure
as it is mostly represented by interest charged on the
overdue accounts from Eskom and Midvaal.

30

Consequences management

The intervention by the administrator was to instil the
processes and procedures to fully comply with the
regulatory framework. Investigations and reports were
tabled and processes put in place.

32-33

Human resource management
and compensation

As part of the turn-around strategy the focus would have
been to do a proper resource management to ensure that
we have competent personnel that is skilled and able to
perform as per the job requirements.

34-41

Procurement and contract
management

The supply management structure including bid committees
will be reviewed to facilitate implementation of and
compliance with the supply chain management policy. A
record management system is being. Continuous training
will be provided to supply chain officials, bid committee
members and officials in general to promote and ensure
compliance with the supply chain policy and regulations.

47-48

Leadership

The municipality was placed under administration for an
additional period after year end. Various vacant senior
positions are in the process of being filled. The new
leadership and guidance should instil the values and
commitments to ensure a turnaround in the performance of
the municipality.

49-50

Financial and performance
management

The municipality was placed under administration for an
additional period after year end. Many improvements in
compliance and administration are being implemented.

51-52

Governance

A dedicated risk management officer has been appointed
who will be responsible for the implementation of the risk
management plan.

Performance Management has received an unqualified audit opinion from the Auditor-General.
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7. RECOMMENDATION

a)

b)

That cognisance be taken of the Mid-Year Assessment report for the period 1 July 2016 to 31
December 2016.

That a request for an Adjustment Budget, in terms of the results of the 2016/17 Mid-Year Budget
and Performance Assessment be noted and approved.

That the 2016/17 Service Delivery and Budget Implementation Plan, which formed the basis of
the mid-year assessment, be approved with the necessary adjustments.

That the adjustments on the 2016/17 Mid-Year Performance Assessment Service Delivery and
Budget Implementation Plan, with the necessary budget adjustments be signed by the Section
54 and Section 56 managers and that it be attached to their performance agreements and
forwarded to National and Provincial Treasury.

That in terms of chapter 4 section 72 of the Municipal Finance Management Act, Act 56 of 2003
the Mid-Year Budget and Performance Assessment report be submitted to the National and
Provincial Treasury by not later than the 25 January 2017.

That the Accounting Officer submit the Mid-Year and Performance Assessment report to the
Executive Mayor for tabling in Council.

That the amendments on the MIG projects be updated after the approval of the Adjustment
Budget.

That the 2016/17 SDBIP, IDP and budget be aligned accordingly.

32



8. MUNICIPAL MANAGER’S QUALITY CERTIFICATE

Quality Certificate

|, Theetsi Solomon Roger Nkhumise, the Acting Municipal Manager of City of Matlosana, hereby
certify that -

The monthly budget statement

Quarterly report on the implementation of the budget and financial state affairs of the municipality

Mid — Year Budget and Performance Assessment

For the 2016/17 budget year has been prepared in accordance with the Municipal Finance Act
and regulations made under that Act.

Print name: THEETSI SOLOMON ROGER NKHUMISE
Acting Municipal Manager of City of Matlosana NW403

Signature IRl ‘ﬂl -2

Date 23 JANUARY 2017
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North West: City Of Matlosana(NW403) - Table C9 Quarterly Budget Statement - Capital Expenditure by Asset Clas for 2nd Quarter ended 31 December 2016

Description Ref 201518 201617
R thousands Audited Original Budget Adjusted Q1 Sept Actual | Q2 Dec Actual | YTD Actual YTD Budget | YTD Variance | YTD variance % Full Year
Outcome Budget Forecast
CAPITAL EXPENDITURE
Total New Assets - 133 445 133445 12435 29859 42285 66723 {24 428) (36.61) 133 445
Infrastructure - Road Transport 46 170 46 170 10034 15958 25992 23085 2907 12.59 46170
Infrastructure - Electricity 23 400 23 400 4289 4289 11700 {7 411) (63.34) 23 400
Infrastructure - Water 6766 6766 5659 5659 3383 2218 67.29 6766
Infrastructure - Sanitation 37 188 37186 1818 2035 3854 18593 (14739) (79.27) 37 186
Infrastructure - Other
Infrastructure - 113 522 113 522 11853 27941 39794 56 761 (16 966) {29.89) 113 522
Community 6000 6000 334 334 3000 (2666) (88.86) 6000
Heritage assels
Investment properties
Other assets 6 13924 13924 248 1918 2166 6962 (4796) (68.88) 13924
Agricultural assets
Biological assets
Intangibles
Total Renewal of Existing Assets . 11170 11170 - - - 5585 {5 585) {100.00) 11170

Infrastructure - Road Transport
Infrastructure - Electricity
Infrastructure - Water 11170 11170 5585 (5 585) (100.00) 11170
Infrastructure - Sanitation
Infrastructure - Other

Infrastructure - 11170 11170 - . - 5585 (5585) (100.00) 11170
Community

Heritage assets
Investment properties
Other assets 6
P Agricuttural assets
' Biological assets
Intangibles

Total Capital Expenditure 4
Infrastructure - Road Transport - 46 170 46170 10034 15958 25992 23085 2907 12.59 46 170
Infrastructure - Electricity - 23 400 23 400 - 4289 4289 11700 {7 411) (63.34) 23 400
Infrastructure - Waler - 17 936 17 936 - 5659 5659 8968 (3309) (36.89) 17936
Infrastructure - Sanitation - 37 186 37188 1819 2035 3854 18 593 {14739) (79.27) 37 186
Infrastructure - Other - -

Infrastructure - 124 692 124 692 11853 27 941 39794 62346 {22 552) (36.17) 124 692
Community - 6000 6000 334 - 334 3000 (2 666) (88.86) 6000
Heritage assets - - -

Investment properties - - -
Other assets [} - 13924 13924 248 1918 2168 6962 {4 796) (68.88) 13924
Agricultural assets - - - - - - - . - .
Biological assets - - - - - - - - . .

TOTAL CAPITAL EXPENDITURE - Asset Class - 144 616 144 618 12435 29 859 42295 72 308 {30 013) {41.51) 144 616
Repairs and Maintenance by Asset Class - 105 958 105 958 - - - 52979 (52979) {100.00) 105 958
Infrastructure - Road Transport 18 518 18518 9259 (8 259) (100.00) 18518
Infrastructure - Electricity 28 513 28513 14257 (14 257) (100.00) 28513
Infrastructure - Water 16 099 16 099 8050 (8 050) {100.00) 16 099
Infrastructure - Sanitation 13103 13 103 6562 (6 552) (100.00) 13 103
Infrastructure - Other 5254 5254 2627 (2627) (100.00) 5254
Infrastructure - 81488 81488 - - - 40744 (40 744) (100.00) 81488
Community 12845 12845 6422 (6422) {100.00) 12845
Heritage assets
Investment properties
Other assets 8,7 11625 11626 5813 (5813) (160.00) 11625

Repairs and Maintenance by Expenditure ltems

Employee related costs
Other materials 12171 21412 33583 33583
Contracted Services
Other expenditure 105 958
TOTAL REPAIRS AND MAINTENANCE EXPENDITURE - 105 958 - 12171 21442 33 583 . 33 583
References
4. Must ile to total capital expenditure on Budgeted Capital Exp
6. Donated/contributed and assets funded by finance leases fo be aflocated fo the respective category

to agr al, and i

9

assets

7. Including repairs and
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