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ln accordance with Section 71 (1) of the Municipal Finance Management Act, I submit the required statement on the state
of Dawid Kruiper Municipality's budget reflecting the particulars up until the end of December 2022.

Section 54(1) of the MFMA requires the Mayor of a municipality to take certain actions on the receipt of this report to

ensure that the approved budget is implemented in accordance with the projections contained in the Service Delivery

and Budget lmplementation Plan.

It must be noted that the Operational lncome and Expenditure, as well as the Capital Expenditure for the financial year

202212023 will only become final when the Financial Statements for 202212023 are audited.
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Glossary
Adjustments budget - Prescribed in section 28 of the MFMA. The formal means by
which a municipatity may revise its annuat budget during the year.

Allocations - Money received from Provincial or National Government or other
municipalities.

Budget - The financia[ ptan of the Municipality.

Budget related poticy - Policy of a municipatity affecting or affected by the
budget, examples include tariff policy, rates policy and credit control and debt
coItection poticy.

Capita[ expenditure - Spending on assets such as [and, buildings and machinery.
Any capitat expenditure must be reftected as an asset on the Municipatity's batance
sheet.

Cash flow statement - A statement showing when actual cash wi[[ be received and
spent by the Municipality. Cash payments do not atways coincide with budgeted
expenditure timings. For example, when an invoice is received by the Municipatity
it is shown as expenditure in the month it is received, even though it may not be
paid in the same period.

DoRA - Division of Revenue Act. Annuat legistation that shows the total a[locations
made by national to provincial and [oca[ government.

Equitable share - A general grant paid to municipalities. lt is predominantly
targeted to hetp with free basic services.

Fruitless and wastefut expenditure - Expenditure that was made in vain and woutd
have been avoided had reasonabte care been exercised.

GFS - Government Finance Statistics. An internationatty recognised classification
system that facilitates [ike for [ike comparison between municipalities.

GRAP - Generally Recognised Accounting Practice. The new standard for municipal
accounting.

IDP - lntegrated Devetopment Ptan. The main strategic ptanning document of the
Municipatity

MBRR - Locat Government: Municipal Finance Management Act (56/2003): Municipal
budget and reporting regutations.

MFMA - The Municipal Finance Management Act - No. 53 of 2003. The principte
piece of legistation retating to municipal financia[ management.

Dawid Kruiper Municipatity (Nc087)-section 71 Report-December 2022



DAWI D KRUIPER MUN ICIPALITY PAGE 5

MIG - MunicipaI lnfrastructure Grant.

MTREF - Medium Term Revenue and Expenditure Framework. A medium term
financial ptan, usuatty 3 years, based on a fixed first year and indicative further two
years budget atlocations. Also includes details of the previous and current years'
financiat position.

Operating expenditure - Spending on the day to day expenses of the Municipatity
such as sataries and wages.

Rates - Locat Government tax based on the assessed value of a property. To
determine the rates payabte, the assessed rateabte value is muttiptied by the rate
in the rand.

SDBIP - service Detivery and Budget lmptementation ptan. A detaited ptan
comprising quarterly performance targets and monthty budget estimates.

Strategic objectives - The main priorities of the Municipatity as set out in the lDP.
Budgeted spending must contribute towards the achievement of the strategic
objectives.

Unauthorised expenditure - Generalty, is spending without, or in excess of, an
approved budget.

Virement - A transfer of budget.

Virement policy - The poticy that sets out the rutes for budget transfers. Virements
are norma[ty atlowed within a vote. Transfers between votes must be agreed by
CounciI through an Adjustments Budget.

Vote - One of the main segments into which a budget of a municipatity is divided
for the appropriation of money for the different departments or functionat areas of
the municipatity. ln Dawid Kruiper Municipality this means at directorate [evet.
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PARTl-IN.YEARREPORT

Section 1 - Mayor's Report

1.1 ln-Year Report - Alionthly Budget Statement

1.1.1 lmplementation of budget in terms of SDBIp
This monthty report has been compteted for tegistative comptiance.

1.1.2 Financial problems or risks facing the municipality
The ongoing increases of etectricity tariffs have a negative impact on the etectricity revenue of the
municipatity, as the consumers seek alternative sources for etectricity [ike renewabte energy in the
form of sotar electricity. This resutts in less etectricity units being sold and therefore a decrease in
revenue. ln the long-term the spiral effect witl have a serious impact on our cash ftow. Expenditure
should be carefutly considered and a long-term strategy shoutd be compited to address the risk.
Ongoing load shedding has a negative impact on the generation of revenue and the local economy.

The Municipatity has received an unqualified audit opinion with other matters for the 202112022
financiaI year.

1.1.3 Other information
ln terms of mSCOA, personne[ must be paid in accordance with the approved organogram. This
imposes that if a position is not avaitable on the organogram no satary can be paid. Human
Resources cannot create a position if there is not a vacancy on the organogram. This witt be
addressed as part of mSCOA imptementation and Council and the administration should take
notice thereof. No temporary employees can be appointed if a vacancy is not avaitable.

MPAC has took the following resotution during the MPAC meeting on the 22nd of May 2018:

..."2. That the following sentence on page 27 of the repoft be excluded from the report:

"lt could be that employees of the municipality are not working productively, which results in the need of temporary
employees to pefform the tasks / duties of permanent employees. " ...

Section 2 - Resolutions

IN-YEAR REPORIS 20221 2023
These are the resotutions that witl be presented to Councit when this ln-Year Report is tabted:

RECOMI{iENDATION:
That Council notes the monthly budget statement and supporting documentation for December 2022.
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Section 3 - Executive Summary
3.1 lntroduction

Section 71(1) of the Municipal Finance Management Act (MFMA) requires from the Municipat Manager,
as Accounting Officer of the Municipatity, to submit a report in a prescribed format to the Miyor
within 10 working days after the end of each month on the state of the municipatity's budget for
that month and for the financia[ year up to the end of that month.

3.2 Consolidatedperformance

3.2.1 Actuals against annual budget (original approved and latest adjustments)

Revenue

The year-to-date actual reftects an achievement of 437o of the original budget, a negative variance
of 13% of the year to date original budget.

Operating expenditure
For the year-to-date atl expenditure items that show a positive variance indicates an overspending
on that specific expenditure item and where they show a negative variance it indicates a saving on
that specific expenditure item. Expenditure items such as the provision for bad debt are being
recorded at the end ofthe financial year. Refer to Section 4 - Tabte C4for further detaits on revenue
and expenditure.

Capital expenditure

The actual expenditure shows a negative variance of 79%.
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Cash Flow

Cash and cash equivatents had a cash outftow of R 770.0 thousand.

Conditiona[ grants received are invested. lt shoutd be noted that these funds are onty avaitabte to
pay capital projects which is funded by MlG, INEP, EPWP, etc. in terms of an approved business ptan.
These funds may not be used for operational expenditure and therefore it is critical that the
Municipatity levy and cottect sufficient funds to pay for operational expenditure.

Currentty C7 of the cash ftow does not work property. We migrated the reporting from Caseware to
Castway during February 2072 and are stitl experiencing probtems retating to the cash ftow.

3.3 Remedial or corrective steps
A special adjustment budget was approved by CounciI on the 30th of September 2070. Provincial
Treasury has requested that a detaited ptan must be submitted to them regarding emptoyee retated
costs. Furthermore, the ongoing decrease in revenue must be addressed via the revenue
enhancement plan to ensure that losses due to theft is being recovered.

CounciI approved a new turnaround strategy to increase revenue coltection.
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Section 4 - ln-year budget statement tables

4.1 lvlonthly budget statements

NC087 Dawid

4.1.1 Table Cl: S71 Monthly Budget Statement Summary
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4.1,2 Table C2: Monthly Budget Statement - Financial Performance (standard
classification)
This tabte reflects the operating budget (FinanciaI Performance)in the standard ctassifications which
are the Government Finance Statistics Functions and Sub-functions. These are used by National
Treasury to assist the compitation of national and international accounts for comparison purposes,
regardless of the unique organisational structures used by the different institutions.
The main functions are Governance and administration; Community and pubtic safety; Economic and
environmental services; and Trading services.

It is for this reason that Financia[ Performance is reported in standard ctassification, Table C2, and
by municipal vote, Tabte C3.
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4.1.3 Table C3: Monthly Budget Statement - Financial Performance (revenue and
expenditure by municipal vote)

The operating expenditure budget is approved by Council on the municipal vote levet.

The municipa[ votes reftect the organisational structure of the municipatity which is made up of the
fottowing directorates: Municipa[ Manager; Corporate Services; Budget & Treasury Office; Community
Services, Etectro Mechanical Services, Civil Engineering Services and Development and Ptanning
Services.
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Unauthorised expenditure by year end would occur either for the municipatity as a whote if the
adjusted budget for 'Total Expenditure by Vote' or if any of the individual budgets for any specific
vote(s) were overspent.

Certain votes are operating with deficits which cannot be afforded by the municipality. Council
should ensure that functions like the Eitand Hotiday Resort and other essential services make a profit
or break even as per Circutar 74.

The fact that there is a budgeted amount for expenditure does not necessarity mean that there are
funds avaitabte to pay for the expenditure incurred. Therefore, the incurrence of expenditure
shoutd be considered carefutty.
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4.1.4 Table C4: Monthly Budget Statement - Financial Performance (revenue and
expenditure)

4.1.4.1 Revenue

The annual budget is approved for'Total Revenue by Source'.

The year-to-date actuaI reftects an achievement of 43% of the originat budget and a negative variance
of 13% of the year-to-date original budget.

The fottowing revenue source has a positive variance in excess of 5% -

o lnterest Earned - Outstanding Debtors (71%) - lncrease in interest levied due to outstanding
accounts;

. Transfers and Subsidies (28%) - lncrease due to equitabte share received and increase in
capital expenditure recognised as revenue; and

o Property Rates (13%) - Annual bitting of property rates;
. Service Charges - Sanitation (95) - increase in erven being levied for sanitation; and
. Service Charges - Refuse (6%) - lncrease in erven being levied for refuse removat.

It is noted that some revenue sources have negative variances in excess of 5% -

. Gains (103%) - Cancettation of erf resulted in setling price being reimbursed;

o Licences and Permits (63%) - Revenue tess than budgeted for due to less vehicles being sotd;

o lnterest Earned - External lnvestments (54%) - Less investments due to cash ftow problems;

o Other Revenue (25y"\ - Less ad-hoc revenue due to tockdown, such as revenue from building
ptan fees, etc.;

o Renta[ of Facilities and Equipment ('19%) - Due to the current economic environment, [ess

functions are being held;

. Service Charges - Water (18%) - Less water usage due to [oad shedding and water not
avaitabte for usuage; and

. Service Charges - Etectricity (11%) - Load shedding during July to December 2022 resutted
in less etectricity being consumed.
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4.1.4.2 Expenditure
For the year-to-date att expenditure items that show negative variances, indicate a saving on that
specific expenditure item and where they show positive variances, an overspending is indicated on
that specific expenditure item.

Sataries and wages paid to emptoyees represent 38.1% of actual revenue [evied for the year to date.

The fo[towing expenditure sources have negative variances in excess of 57o -

. Depreciation and Asset lmpairment (100%) - Witt reftect transactions once asset module is
100% in use;

o Losses (100%\ - Losses are recognised when they occurred;

Debt Impairment (99%\ - Transactions wi[[ onty be processed during June 2023. Current
transactions are due to a linkage error on Castway. Confirmation of the error from National
Treasury was send to Munsoft Support;

o Contracted Services (53%) - Decrease in expenditure due to invoices not being received for
processing;

o lnventory Consumed (53%) - Decrease in expenditure due to savings controts implemented;

. Finance Charges (47y") - Finance charges budgeted over 12 months. Witt be recognised during
March 2023;

o Transfers and Subsidies (39%) - Being awarded on an ad-hoc bases as request occurs;

. Other Expenditure (37Y") - Decrease in expenditure due to invoices not being received for
processing;

. Butk Purchases - Etectricity (12%l - Less etectricity being purchased due to toad shedding; and

. Emptoyee Retated Costs (11%) - lncrease budgeted for less than actual increase received.
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4.1.5 Table C5: ll/lonthly Budget Statement - Capitat Expenditure (municipal vote,
standard classification and funding;

Year-to-date capita[ expenditure shows a negative variance of 29% for the year-to-date budget.
Table C5 Statement - (municipal vote, functional c,assification and fundinql - l,{06
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4.1.6 Table c6: Monthly Budget statement - Financiar position

NC087 Dawid Kwld Krulper - Tahle CB Monthly Budget Statement - Financial Posltion - M06 Oecenrber
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It should be noted that our liabilities exceed our current assets with R 47.1 million (November
2022: R 58.0 mil[ion - liabilities exceed assets). The norm for the tiquidity ratio is 2:1, lo ensure
sufficient assets (cash) is avaitable to pay tiabitities. Dawid KruiperMunicipatity's ratio is: 0.79:1.00
(November 2022: A.74:1 .001.

The under cottection of debtors has resutted in non-payment of creditors and cash ftow problems.
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4.1.7 Table C7: Monthly Budget Statement - Cash Flow
Tabte C7 provides a comprehensive picture of the cash position of the municipatity which inctudes
non-current investments and commitments against avaitabte cash resources. Tabte C7 inctudes al,l,
cash and cash equivatents (cashbook batances, petty cash balances and short-term investment
deposits).

NC087 Dawid Kruiper - Table c7 Monthly Eudget statement. cash Flow . M06 0eceniber
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Bank Reconciliation
31 December 2022
Cash book balance as at 1 December 2022 (12,364,561.19)
Receipts 106,992,777.16
Pavments (107 ,212,786.49)
Positive Cash book balance as at 31 December 2022 fi2.5A4.570.521
Outstanding Deposits 17,598,658.06
Bank Balance as at 31 December 2022 5.O14.087.54
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til
code

Section 5 - Debtors' analysis

5.1 Supporting Tabte SC3

Debtor's age analysis

The value reftected in the Financia[ Position wi[[ not reconcile to the Debtors Age Anatysis shown on
Supporting Tabte SC3. The financial position inctudes the total annual bitting to date and some debtor
classifications which do not form part of the consumer debtors, whereas the age anatysis only
inctudes those consumer amounts which have become due and not the 'future' amounts which witl
onty fatl due in coming months.

l!_c!el_ryrg[ryjp-"''s!E!9!tq]!9sqlnstlllyB{s919! atemenl . aged debtors - ltl06 December
0escription

121 1al lr/! 1i1 1ilil i.,)!

,l.
l-

Ir!Jl gr la:*eE Srn,rre

il IE9

The totat outstanding debtors for December 2022 are R 280.5 (November 2022: R 275.2 mittion)
mi[[ion.

The write off of bad debts are not encouraged, as it may resutt in unauthorised expenditure and
possibte tariff increases above inflation in future. However, the definition of an asset shoutd sti[[
appty and the debtor's unit shoutd ensure that debtors disclosed can be measured retiabte and that
it is probabte that economic benefits or service potential associated with the transaction witt flow
to the entity. The debt cottection unit must ensure that all outstanding debt of emptoyees are

coltected and monitored.

i
i

i
ilorrlt--
lo*d w a4s
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Section 6 - Creditors' analysis

6.1 Supporting Table C4

NC087 Dawid l(ruiper - Supporting -!"able

An amount of R 78.1 mittion is outstanding of which R 28.6 mi[tion is in excess of 30 days.

The municipatity is experiencing cash flow problems which results in the non-payment or
creditor payments in excess of 30 days, which is a non-comptiance in terms of
Section 65 (2)(e) of the MFMA.

Non-payment of creditors can also result in creditors levying interest and possibty taking [ega[ action
against the municipatity, therefore resutting in additional legaI costs. Furthermore, [oca[ creditors
might refuse to detiver a service to the municipality that may resutt in that services must be
obtained from outside the municipal jurisdiction which could lead to additional costs and delivery
time. This atso means that money witt "teave" our municipat jurisdiction.

SC4 Monthiy Budget Statement . creditors " M06 December
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Section 7 - lnvestment portfolio analysis

7.1 Supportlng Table C5

The municipatity's investments as at 31 December 2022 are set out in Tabte 5C5 betow. The municipality started the beginning of the
month with a market val,ue of R 5.2 mittion and ended with R 5.2 miltion. These investments ho\rcver qualify as cash and cash equivatents.

Conditional grants received are invested. lt should be noted that these funds are only available to pay capital projects which is
funded by lG, INEP, EPWP, etc. in terms of an approved business plan. These funds may not be used for operational
expenditure.

NC087 Dawid l{ruiper. Supporting Table SCi Statement ' inveslment - lVl06 December
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Section 8 - Allocation and grant receipts and expenditure
8.1 Supporting Table C6
The municipatity's position with regard to grant attocations received on the grant attocations received
are set out in the table below.

NC087 0awid i ehle v,b Siaternent. transfers and Srant recelpts - S!06 December
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8.2 Supporting Table C7

The municipality's position with regard to grant expenditure on the grant attocations received are
set out in the tabte betow.

NC087 Dawid - Supporting Table SC6 Statement - transters and reciipts . M06 oecember
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Section 9 - Expenditure on councillor and board
members' allowances and employee benefits
9.{ Supporting Table C8

Employee retated costs for the month ended 31 December 2022 is set out betow.

NC0$7 0awid Iable SCB Monthly Statement " councillor and statt beneiits - i!1fi6 0*c*mber
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DAWI D KRUIPER MUNICIPALITY

Section 10 - Capital

10.1 Supporting Table Cl2

PAGE74

programme performance

The municipatity spent R 58.8 or 36% of the 202212023 original capita[ budget
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The table reflects capital expenditure on new assets.

DAWID KRUIPER MUNICIPALITY

10.2 Supporting Table Cl3

10.2.1 Supporting Table C13a

PAGE 25
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10.2.2 Supporting Table C13b

The tabte reftects capital expenditure on renewa[ assets.

NC087 Dawid Kruiper - Supporting Table $C13b Monthly Budget Statemenl. capital expenditure on renewal ofexisting aesets by asset class -
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This means existing assets that should have been reptaced. lf the capital expenditure on the renewal
of assets is too high it raises concerns about whether assets are sufficiently maintained and safe
guarded.
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10.2.3 Supporting Table C13e

The tabte reftects capital expenditure on upgrading of existing assets.

NCO87 Dawid Kruiper - Supporting Tat e SC1 3e Monthly Budget gtatement - capital expenditure on upgrading of existing assets by asset class ,
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10.2.4 Supporting Table C13c
The table reflects repairs and maintenance by asset ctass.
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The norm for total repairs and maintenance as a percentage of total book vatue (written down vatue)
is 5% - 8%. Dawid Kruiper Municipality's ratio is 0.1% due to the imptementation of GRAP 17 with the
higher DRC values.
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Section 11 - Other supporting documentation
11.'l Other information
Monthly Budget Statement as per Statement of Financial Performance (Actuats)
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The tabte indicates the monthly cash ftow position of the municipatity. For JuLy ZO22 - June 2023
actual cash flow figures are indicated.
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Section 12 - Municipal manager's quality certification
QUALITY CERTIFICATE

l, Etias Ntoba, the municipat manager of Dawid Kruiper Municipatity, hereby certify that:

(mark as appropriate)

the monthly budget statement

quarterty report on the implementation of the budget and financia[ state of affairs of
the municipatity

mid-year budget and performance assessment

for the month of December 7027 has been prepared in accordance with the Municipal Finance
Management Act and regulations made under that Act.

Dawid Kruiper Municipatity (NC087)

E
E
E

13 January 2023
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