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Accounting Officer’s'Quality Certification

I, M L Molibeli, the Municipal Manager of Fezile Dabi District Municipality, hereby certify that:

The mid-year budget and performance assessment for the period of 1 July 2021 to 31 December 2021 as
presented herein has been prepared in accordance with Municipal Finance Management Act and
regulations made under this Act.

M L Molibeli
Municipal Manager of Fezile Dabi District Municipality, DC 20

: £y’
Signature:$ss—7N )

Date: - A‘Q\N\N\C}y\)\ BO'Q_;}
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Part 1: In Year Report

1.1 Executive Mayor’s Report

In line with Chapter 7 of the Constitution of the Republic of South Africa, Fezile Dabi District Municipality’s
executive and legislative authority is vested in its Municipal Council. In carrying out its mandate, to govern
on its own initiative, the municipality must ensure consistent compliance with applicable national and

provincial legislations.

With the foregoing background in mind, section 72 of Municipal Finance Management Act 2003, read
together with schedule C of Municipal Budget and Reporting Regulations, 2009 prescribe that the
accounting officer of a municipality must, by 25 January of each year, assess the performance of the
municipality during the first half of the financial year, taking into account, the monthly statements referred
to in section 71 for the first half of the financial year and the targets set in the service delivery and budget
implementation plan, the past year's annual report and the progress made in resolving the problems

identified in the annual report.

Honorable Speaker, Councilors, Municipal Manager and her Executive Team, | would like to express a
heartwarming welcome to you all. We trust that 2022 will be a great year for us and the citizens of our
region. Although this is a new year, but calendar year 2022 feels like a new beginning in terms of our fiscal
year we are half way through already. Therefore, like any house that has intentions to prosper we need to
do some introspections of the last six (6) months to ensure that we can rectify the errors of the past and

improve on the success we have achieved thus far.

We would like to congratulate the class of 2021 and wish them well in their respective journeys. It is
noteworthy to mention that the Free State Province clinched the number one sport for three years in a row
after 87.5% of learners passed in the province. The Fezile Dabi District obtained 87.5% pass rate. While
COVID-19 may have impacted the academic programme, the Class of 2021 still managed to do

exceptionally well.

While we reflect on the last six (6) months of the 2021-22 financial year, it is important to reflect on the 6t
administration local government elections that were held on the 15t of November 2021, conducted in terms
of section 159 of the Constitution, Act 108 of 1996 & the Local Government: Municipal Structures Act 117
of 1998. As we enter into this new term of office, we welcome the newly elected councillors of the Fezile
Dabi District Municipality and applaud the previous municipal council for the outstanding oversight role they
played during their elected term of office. We remain extremely confident that the newly elected office
bearers will strive to establish an administration earmarked by sound financial management, honesty and

clean government with a view to deliver sustainable services to all communities.
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Fellow councilors, it is with great pleasure that, | present to council the mid-term budget and performance

assessment report of Fezile Dabi District Municipality for the first half of 2021/22 financial year.

| am presenting this report at the time in which our District, Province, and Country is confronted with the
challenge of heavy rainfalls during the month of January 2022; these rainfalls have triggered floods which
have affected parts of the country and consequently areas in our District. The R82 between Sasolburg and
Koppies as well as the R59 between Sasolburg and Parys were amongst the flooded areas. Unfortunately,

this has had immediate impacts related to property damage, destruction of crops and loss of livestock.

The COVID-19 pandemic remains a cause for concern within our country; and as a result the Fezile Dabi
District Municipality conducted COVID-19 vaccination programmes across all four local municipalities
within its jurisdiction during the month of September 2021. The purpose of the COVID-19 vaccination
awareness program was to educate the community about coronavirus and the types of vaccines that have
been approved by the South African Health Products Regulatory Authority and to encourage members of
the community to vaccinate in order safeguard themselves and their loved ones. In the early days of
November 2021, South African scientists stumbled upon the Omicron variant of the corona virus. This
discovery raises concerns that the country could be in for another surge and is an indication that we should

continue to strengthen precautionary measures.

Fundamental to democracy is the notion that the “people shall govern”. This notion implies that structures
and systems should be put in place that provide citizens with a democratic right and responsibility to
become involved in government and governance. Honorable Speaker, public participation is highly
recognised by all the developmental policies, legislations and the Constitution of the Republic. Public
participation is an open process through which the community exchange views and are able to influence
decision making. The community participation process of the Fezile Dabi District Municipality under the
guidance of the country's legislation enables and creates an environment for citizens to be actively involved,
make their inputs and partake. Fezile Dabi District Municipality continues to look into scientific methods to

collect inputs-and conduct public participation whilst observing all COVID-19 protocols.

Our duty as political principals of the municipality is to ensure significant contributions in the eradication of
poverty, unemployment and inequality in our District. This can only be attained through a positive oversight

role on municipal administration in their performance when implementing the council approved SDBIP.

We take seriously the values of good governance and believe we are capable of turning the tide on audit
opinions in pursuit of a clean audit. We need to inculcate an all concerned culture of excellence, care,
accountability and good governance. The turning point for a clean administration and consequently, audit
is not entirely lodged solely on the shoulders of administrators but requires of all of us i.e. Council,
administration, business and residence to take part and assume our individual and collective responsibility

with prestige, impunity and integrity.
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For the period under review, the municipality had remained financially stable, implemented the budget in
line with the approved service delivery and budget implementation plan and has made positive strides in
meeting its performance targets and indicators as contained the service delivery and budget

implementation plan.

At the time of preparing this Mid-Year Budget and Performance Assessment Report the Auditor General

Office was still at work with the municipality's management team to finalise the 2021-22 audit.

In conclusion, | am confident that the mid-term performance results as contained in this report provide an
overall institutional performance results for the mid-term. Based on these results and the outlook of the

remaining term of this financial year, | hereby recommend adjustment of the municipality’s 2021/22 Budget.

ype
ICE)yr/D Khasudi

xecutive Mayor
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1.2 Resolutions

In line with regulation 5 of Schedule C of Municipal Budget and Reporting Regulations, 2009, a resolution

is hereby presented that:

¢ council note the mid-year budget and performance assessment report referred to in section 72 of
Municipal Finance Management Act;

e based on this report, an adjustment budget be prepared and submitted for approval by Council not
later than 28 February 2022;

1.3 Executive Summary

The Municipal Budget and Reporting Regulations, 2009 gives a contextual framework to section 17, 71
and 72 of Municipal Finance Management Act, and in relation to section 72, which is a precursor for a this
report, prescribes how a the municipality's mid-term budget and performance assessment report must be

logically organised and presented.

This mid-term budget and performance assessment report is an accountability document for the Fezile

Dabi District Municipality that sets out and explain:-

a) the municipality's performance in relation to the approved annual budget and any adjustment
budget before the main adjustment budget; with specific focus on the financial and non-financial
impact

b) actual targets achieved compared to planned targets for the first half of the financial year;

c) any material variance from the service delivery and budget implementation plan;

d) any remedial actions taken or to be taken to toe ensure that projected revenue and expenditure
remain within the municipality's budget projections; and

e) any potential impact of the national government and the provincial government’s mid-term budget

presented in October 2020 has on the municipality, its budget and planned performance targets.

With the foregoing background in mind, the municipality's actual revenue for period under review (i.e 1 July
2020 to 31 December 2021) shows material variances particularly on transfers and subsidies is due to
additional grant funding of R1.8 million allocated to the municipality to fight COVID-19 pandemic, which
was not initially budgeted. In response to the Treasury directive issued on COVID-19 expense the
municipality approved a Special Adjustment Budget for COVID-19 on the 15 June 2020 during the special

council meeting. Variance of other revenue is due to higher amounts of insurance claims received.

In relation to expenditure, material variances are more visible against depreciation, contracted services,
other material and other expenditure. A budget adjustment will be considered in order to make provision

for sufficient depreciation, whilst other materials, contracted services and other operating expenditure has
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got historical effect since the implementation of mSCOA and the approach in relation thereto, should also
consider the reclassification of misallocated transactions in order to have a more meaningful and informed

overview of actual expenditure impact against the budget for related items.

In relation to capital expenditure, the allocation that is currently approved is mainly in relation to some fleet
items, acquisition of additional tunnels for the Koppies Greenhouse project. The respective capital budget
items shows relatively low expenditure in relation budgeted amount. This is mainly due to procurement

processes not yet finalised for the planned items.

Finally, a number of various balance sheet items, such as cash, provisions, etc were not initially budgeted

for and this on its own necessitates adjustment budget.

On pre-determined objectives early indicators are that, the performance against the output and goals of
the Service Delivery and Budget Implementation Plan (SDBIP) are on track. However, some few projects

are still lagging behind agreed targets dates for various reasons.

Notwithstanding the challenges as indicated on the top layers SDBIP performance analysis attached
herewith as Annexure A, the municipality is still on course to achieve what was pre-determined during the

beginning of the 2020/22 financial year.

This performance summary is based on the 46 performance indicators and its corresponding targets in the
Top Layer SDBIP that were due for reporting at the end of the quarter under review i.e. Quarter Two

(2) (Mid-Year Performance Assessment) of 2021-22. The performance was recorded as follows:

A total target of 29 performance indicators and its corresponding targets were achieved (from the 46
performance indicators and targets due for reporting at the end of second quarter) This accounts for 63%
target achievement while 17 performance indicators and its corresponding target were not achieved,

translating to 36.9% negative variance.

The audit for the period ending 30 June 2021 is currently still underway due to the municipality inability to
submit the Annual Financial Statements for the same period on the 31 August 2021. A request for late for
submission was submitted to the former council and approval thereof was duly granted. It is anticipated
that, the audit shall be completed mid-February 2022,

Significant progress was made to address the quality of the AFS to meet the requirements of GRAP.
Furthermore, during the period under review significant in roads were made with regard to keeping
adequate portfolio of evidence in accordance with the system description of the municipality. At the time of
preparing these report no significant material findings have been issued by the Auditor General in so far as

Auditing of Performance Information (AOPO) is concerned.

Mid-Year Budget & Performance Assessment Report for 2021/22 Financial Year Page | 8



&

Ly
Fezile Dabi District Municipality Fezile Dabi

1.4 Mid-term budget tables

The budget tables as presented below therefore provide a pictorial perspective of the financial performance
and financial position of the municipality for the period under review, followed by a detailed narrative
explanation of material variances, which seek to provide a contextual perspective and elaborative meaning
to the figures, with specific focus to vital line items of the statements, that serve as key drivers of

performance and service delivery.

The order of the table and summarised explanation of what each table entails is provided herewith as

follows:

Table C1 — Monthly Budget Statement Summary: This table summarises the whole of municipality’s

financial performance, financial position and cash flow for the period under review.

Table C2 — Monthly Budget Statement — Financial Performance (functional classification): Table C2

focuses solely on operating revenue and expenditure based on the functions carried out by the municipality.

Table C3 — Monthly Budget Statement — Financial Performance (revenue and expenditure by
municipal vote): Table C3 also provides details of operating revenue and expenditure by vote, in other
words by department, instead of function or nature of revenue and expenditure as presented in schedule

C2 and C4 respectively.

Table C4 — Monthly Budget Statement — Financial Statement (revenue & expenditure): Similarly to
table C2, table C4 provides operating revenue and operating expenditure based on their nature rather than

function.

Table C5 — Monthly Budget Statement — Capital Expenditure (municipal vote, functional
classification and funding): Table C5 focuses on capital expenditure by department and by function

and also outline the respective sources of funding available towards the capital expenditure.

Table C6 — Monthly Budget Statement — Financial Position: Table C6 focuses on assets and liabilities

of the municipality. It presents information of what is commonly known as the “Balance Sheet”

Table C7 — Monthly Budget Statement — Cash Flow: Finally, table C7 focuses and provides details of
how cash flow was managed for the period under review.
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1.4.1 Table C 1 — Monthly Budget Statement Summary
DC20 Fezile Dabi - Table C1 Monthly Budget Statement Summary - Mid-Year Assessment
2020/21 Budget Year 2021/22
Description Audited Original Adjusted Monthly YearTD actual YearTD YTD YTD Full Year
Outcome Budget Budget actual Sariaciua budget variance variance Forecast

R thousands %
Financial Performance
Property rates = - - - - - - -
Service charges - - - - - - - -
Investment revenue 4905 5000 5000 50 663 2500 (1837) -73% 5000
Transfers and subsidies 18 615 20299 172 525 53183 125731 86 262 39469 46% 172 525
Other own revenue 154 363 152 466 240 35 319 120 199 166% 240
Total Revenue 177 883 177 765 177 765 53 267 126 713 88 882 37 830 43% 177 765
(excluding capital
transfers and
contributions)
Employee costs 113 455 130 691 130 691 9135 56 270 65 346 (9 076) -14% 130 691
Remuneration of
Councillors 7961 8688 8688 813 3463 4344 (881) -20% 8688
Depreciation & asset
impairment 7360 2250 2250 - - 1125 (1125) -100% 2250
Finance charges 110 - - - - - - -
Inventory consumed and
bulk purchases 2752 3101 3101 127 835 1550 (715) -46% 3101
Transfers and subsidies 5177 4030 4030 608 1243 2015 (772) -38% 4030
Other expenditure 46 111 46 616 46 616 5886 23973 23309 664 3% 46 616
Total Expenditure 182 926 195 376 195 376 16 570 85784 97 689 (11 905) -12% 195 376
Surplus/(Deficit) (5043) (17 611) (17 611) 36 698 40928 (8 807) 49735 -565% (17 611)
Transfers and subsidies - 2206 2236 2236 - 1565 1118 447 40% 2236
capital (monetary
allocations) (National /
Provincial and District)
Transfers and subsidies -
capital (monetary
allocations) (National /
Provincial Departmental
Agencies, Households,
Non-profit Institutions,
Private Enterprises,
Public Corporations,
Higher Educational
Institutions) & Transfers
and subsidies - capital
(in-kind - all) - - - - - - - -
Surplus/(Deficit) after (2 837) (15 375) (15 375) 36 698 42493 (7 689) 50 182 -653% (15 375)
capital transfers &
contributions
Share of surplus/ (deficit)
of associate - - - - - - - -
Surplus/ (Deficit) for
the year (2837) (15 375) (15 375) 36 698 42493 (7 689) 50 182 -653% (15 375)
Capital expenditure &
funds sources
Capital expenditure 695 630 630 99 99 315 (216) -68% 630
Capital transfers
recognised - - - - - - - -
Borrowing - - - - - - - =
Internally generated
funds 695 630 630 99 99 315 (216) -68% 630
Total sources of capital
funds 695 630 630 99 99 315 (216) -68% 630
Financial position g
Total current assets 162 628 (86 449) (86 449) 133 966 (86 449)
Total non-current assets 86 244 34077 34077 86 344 34 077
Total current liabilities 75205 10 871 10 871 3898 10 871
Total non-current
liabilities 34291 14221 14 221 33 867 14 221
Community wealth/Equity 166 049 (62 089) (62 089) 182 545 (62 089)
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DC20 Fezile Dabi - Table C1 Monthly Budget Statement Summary - Mid-Year Assessment
2020/21 Budget Year 2021/22
Description Audited Original Adjusted Monthly Ve il YearTD YTD YTD Full Year
Outcome Budget Budget actual budget variance variance Forecast
R thousands %
Cash flows
Net cash from (used)
operaing (31 564) (299 001) (299 001) 32779 18 140 (149 501) (167 640) 112% (299 001)
Net cash from (used)
investing (665) (630) (630) (99) (99) (315) (216) 68% (630)
Net cash from (used)
financing - - - - - - - -
Cashlcash equivalents
at the month/year end 75086 (192 316) (192 316) - 116 029 (149 816) (265 844) 177% | (299 631)
E::l‘;’s'ii& ereditors 030Days | 31-60Days | 6190Days | 9120Days | 121450Dys | 151-180Dys | 'V | overtvr | Toal
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1.4.2 Table C2 — Monthly Budget Statement — Financial Performance (functional classification)

DC20 Fezile Dabi - Table C2 Monthly Budget Statement - Financial Performance (functional classification) - Mid-Year Assessment

A || e
Lol Ref ™ Audted Original | Adjusted | Monthly | YearTD YearTd Y10 YT | FulYear

Outcome Budget Budget actual actual budget variance variance Forecast

%

Revenue - Functional
Governance and
administration 180 089 180 001 180 001 53 267 128 278 90 000 38277 43% 180 001
Executive and council 4 - - - - - - -
Finance and
administration 180 085 180 001 180 001 53 267 128 278 90 000 38277 43% 180 001
Total Revenue -
Functional 2 180 089 180 001 180 001 53 267 128 278 90 000 382717 43% 180 001
Expenditure -
Functional .
Governance and
administration 160 726 168 217 168 217 14785 73072 84109 (11 037) -13% 168 217
Executive and council 38918 41495 41495 2337 16 167 20747 (4 580) -22% 41495
Finance and
administration 121807 126 722 126722 12 448 56 905 63 362 (6 456) -10% 126 722
Internal audit - - - - - - - -
Community and public
safety 12 094 15089 15089 1239 6966 7545 (578) -8% 15089
Community and social
services - - - - - - - -
Sport and recreation - - - - - - - -
Public safety 10 639 12 661 12 661 1087 5768 6331 (562) 9% 12 661
Housing - - - - - - - -
Health 1454 2428 2428 151 1198 1214 (16) -1% 2428
Economic and
environmental services 8 645 10 505 10 505 395 4823 5253 (429) -8% 10 505
Planning and
development 4906 6 236 6236 - 2883 3118 (235) -8% 6236
Road transport - - - - - - - -
Environmental protection 3739 4269 4269 395 1941 2135 (194) 9% 4269
Other 1462 1566 1566 152 922 783 139 18% 1566
Total Expenditure -
Functional 3 182 926 195 376 195 376 16 570 85784 97 689 (11 905) 12% 195 376
Surplus/ (Deficit) for
the year (2 837) (15 375) (15 375) 36 698 42 493 (7 689) 50 182 -653% (15 375)
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1.4.3 Table C3 — Monthly Budget Statement — Financial Performance (revenue and expenditure by municipal vote)

DC20 Fezile Dabi - Table C3 Monthly Budget Statement - Financial Performance (revenue and expenditure by municipal vote) - Mid-Year

Assessment
Vote Description 2020/21 Budget Year 2021/22
Ref Audited Original Adjusted Monthly YearTD YearTD YTD YTD Full Year
Outcome Budget Budget actual actual budget variance variance Forecast

R thousands %
Revenue by Vote 1
Vote 06 - Financial
Services 180 073 180 001 180 001 53 267 128 278 90 000 38 277 42,5% 180 001
Total Revenue by Vote 2 180 089 180 001 180 001 53 267 128 278 90 000 38 277 42,5% 180 001
Expenditure by Vote 1
Vote 01 - Council General 12706 11418 11418 1292 4614 5709 (1095) -19,2% 11418
Vote 02 - Executive Mayor 12171 12088 12088 412 5092 6044 (953) -15,8% 12088
Vote 03 - Office Of The
Speaker 6692 8509 8509 98 2584 4255 (1671) -39,3% 8 509
Vote 04 - Mayoral .
Committee 3941 3983 3983 142 1478 1992 (514) -25,8% 3983
Vote 05 - Municipal
Manager 23 964 31333 31333 2813 13257 15667 (2410) -15,4% 31333
Vote 06 - Financial
Services 25720 19392 19 392 1601 11023 9696 1327 13,7% 19 392
Vote 07 - Information
Technology 3465 3340 3340 1591 3150 1670 1480 88,6% 3340
Vote 08 - Project And
Public Works 9429 13097 13 097 416 5187 6548 (1361) -20,8% 13097
Vote 09 - Corporate
Support Services 30202 27070 27 070 3424 14 183 13535 648 4.8% 27070
Vote 10 - Fire Services 10 639 12661 12 661 1087 5768 6331 (562) -8,9% 12 661
Vote 11 - Disaster
Management 3645 5396 5396 465 2047 2698 (651) -24,1% 5396
Vote 12 - Environmental
Health Services 20 677 26 890 26 890 1525 9401 13445 (4 044) -30,1% 26 890
Vote 13 - Environmental
Management Unit 3739 4269 4269 395 1941 2135 (194) -9.1% 4269
Vote 14 - Local Economic
Development Sports And
Tourism 15935 15931 15931 1308 6060 7965 (1905) -23,9% 15931
Vote 15 - Other - - - - — - - -
Total Expenditure by Vote 2 182 926 195 376 195 376 16 570 85784 97 689 (11 905) -12,2% 195 376
Surplus/ (Deficit) for the
year 2 (2837) (15 375) (15 375) 36 698 42493 (7689) | 50182 -652,7% (15 375)
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1.4.4 Table C4 — Monthly Budget Statement — Financial Statement (revenue & expenditure)

DC20 Fezile Dabi - Table C4 Monthly Budget Statement - Financial Performance (revenue and expenditure) - Mid-Year Assessment

2020/21 Budget Year 2021/22

Description Ref Audited Original Adjusted Monthly " YearTD YearTD YTD YTD Full Year

R thousands Outcome Budget Budget actual actual budget variance variance Forecast
%

Revenue By Source
Interest earned - external
investments 4905 5000 5000 50 663 2500 (1837) -73% 5000
Transfers and subsidies 18615 20 299 172 525 53183 125731 86 262 39 469 46% 172 525
Other revenue 154 258 152 466 240 35 319 120 199 166% 240
Gains 105 - - - - = - -
Total Revenue (excluding 177 883 177 765 177 765 53 267 126 713 88 882 37830 43% 177 765
capital transfers and
contributions)
Expenditure By Type .
Employee related costs 113 455 130 691 130 691 9135 56 270 65 346 (9 076) -14% 130 691
Remuneration of councillors 7961 8688 8688 813 3463 4344 (881) -20% 8688
Debt impairment - - - - - - - -
Depreciation & asset
impairment 7360 2250 2250 - - 1125 (1125) -100% 2250
Finance charges 110 - - - - - - -
Bulk purchases - electricity -
Inventory consumed 2752 3101 3101 127 835 1550 (715) -46% 3101
Contracted services 20 002 22 357 22 357 2105 11380 11179 201 2% 22 357
Transfers and subsidies 5177 4030 4030 608 1243 2015 (772) -38% 4030
Other expenditure 25947 24 259 24 259 3782 12593 12130 463 4% 24 259
Losses 162 = - = - - - -
Total Expenditure 182 926 195 376 195 376 16 570 85784 97 689 (11 905) -12% 195 376
Surplus/(Deficit) (5043) (17 611) (17 611) 36 698 40928 (8 807) 49735 (0) (17 611)
Transfers and subsidies -
capital (monetary
allocations) (National /
Provincial and District) 2206 2236 2236 - 1565 1118 447 0 2236
Transfers and subsidies -
capital (monetary
allocations) (National /
Provincial Departmental
Agencies, Households,
Non-profit Institutions,
Private Enterprises, Public
Corporations, Higher
Educational Institutions) -
Transfers and subsidies -
capital (in-kind - all) - - - - - - - -
Surplus/(Deficit) after (2 837) (15 375) (15 375) 36 698 42493 (7 689) (15 375)
capital transfers &
contributions
Surplus/(Deficit) after
taxation (2837) (15 375) (15 375) 36 698 42493 (7 689) (15 375)
Surplus/(Deficit) (2837) (15 375) (15 375) 36 698 42493 (7 689) (15 375)
attributable to
municipality
Share of surplus/ (deficit) of
associate
Surplus/ (Deficit) for the
year (2837) (15 375) (15 375) 36 698 42493 (7 689) (15 375)
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1.4.5 Table C5 — Monthly Budget Statement — Capital Expenditure (municipal vote, functional classification

and funding)

DC20 Fezile Dabi - Table C5 Monthly Budget Statement - Capital Expenditure (municipal vote, functional classification and funding) -

Mid-Year Assessment
Budget Year
2020/21 2021122
R eserelo) Ref | Audited | orignal | Adusted | Monthly | YearD | YearTD YD YID | Full Year
Outcome Budget Budget actual actual budget variance | variance Forecast
%
Single Year expenditure
appropriation 2
Vote 01 - Council General 198 150 150 - - 75 (75) -100% 150
Vote 06 - Financial
Services 1 110 110 - - 55 (55) -100% 110
Vote 07 - Information
Technology 201 250 250 - - 125 (125) -100% 250
Vote 08 - Project And
Public Works 275 100 100 99 99 50 49 99% 100
Vote 12 - Environmental
Health Services 20 20 20 - - 10 (10) -100% 20
Total Capital single-year
expenditure 4 695 630 630 99 99 315 (216) -68% 630
Total Capital Expenditure 695 630 630 99 99 315 (216) -68% 630
Capital Expenditure -
Functional Classification
Governance and
administration 695 630 630 99 99 315 (216) -68% 630
Executive and council 198 150 150 - - 75 (75) -100% 150
Finance and administration 497 480 480 99 99 240 (141) -59% 480
Total Capital Expenditure
- Functional
Classification 3 695 630 630 99 99 315 (216) -68% 630
Transfers recognised -
capital - - - - - - - -
Borrowing 6 -
Internally generated
funds 695 630 630 99 99 315 (216) -68% 630
Total Capital Funding 695 630 630 99 99 315 (216) -68% 630

Mid-Year Budget & Performance Assessment Report for 2021/22 Financial Year

Page | 15




Fezile Dabi District Municipality

-

Fu=

Fezile Dabi

1.4.6 Table C6 — Monthly Budget Statement — Financial Position

DC20 Fezile Dabi - Table C6 Monthly Budget Statement - Financial Position - Mid-Year Assessment

Budget Year
2020/21 2021122
Description Ref :
Audited Outcome Original Budget Adjusted Budget | YearTD actual Full Year Forecast
R thousands 1
ASSETS
Current assets
Cash 67 892 (208 019) (208 019) 40 047 (208 019)
Call investment deposits 83638 105 296 105 296 83 650 105 296
Consumer debtors - - = - =
Other debtors 11047 16 223 16 223 10219 16223
Current portion of long-term receivables 51 51 51 51 51
Inventory - = = = =
Total current assets 162 628 (86 449) (86 449) 133 966 (86 449)
Non-current assets
Long-term receivables
Investments
Investment property
Investments in Associate
Property, plant and equipment 84 838 32136 32386 84938 32 386
Biological
Intangible 1366 1901 1651 1366 1651
Other non-current assets 40 40 40 40 40
Total non-current assets 86 244 34077 34077 86 344 34077
TOTAL ASSETS 248 872 (52 372) (52 372) 220 310 (52372)
LIABILITIES
Current liabilities _
Bank overdraft - - - - -
Borrowing - - - - -
Consumer deposits - - - - -
Trade and other payables 75 205 10 871 10 871 3898 10 871
Provisions - - - - -
Total current liabilities 75 205 10 871 10 871 3898 10 871
Non-current liabilities
Borrowing 856 - - 856 -
Provisions 33436 14 221 14 221 33011 14 221
Total non-current liabilities 34291 14 221 14 221 33 867 14 221
TOTAL LIABILITIES 109 496 25092 25092 37765 25092
NET ASSETS 2 139 376 (77 464) (77 464) 182 545 (77 464)
COMMUNITY WEALTH/EQUITY
Accumulated Surplus/(Deficit) 163 489 (65691) (65 691) 179 985 (65 691)
Reserves 2560 3602 3602 2560 3602
TOTAL COMMUNITY WEALTH/EQUITY 2 166 049 (62 089) (62 089) 182 545 (62 089)
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1.4.7 Table C7 — Monthly Budget Statement — Cash Flow
DC20 Fezile Dabi - Table C7 Monthly Budget Statement - Cash Flow - Mid-Year Assessment
20202 MBS R
L Ref —Rudited | Original | Adjusted | Monthly | Yearm YearTd YD YD | FullYear
Outcome Budget Budget actual actual budget variance | variance Forecast

R thousands 1 %
CASH FLOW FROM
OPERATING ACTIVITIES
Receipts
Property rates -
Service charges -
Other revenue 40474 (51401) (51401) 53 528 130 470 (25701) 156 171 -608% (51401)
Transfers and Subsidies -
Operational - 172 525 172 525 - - 86 262 (86 262) -100% 172 525
Transfers and Subsidies -
Capital - 2236 2236 - - 1118 (1118) -100% 2236
Interest 252 5125 5125 50 663 2563 (1899) -14% 51125
Dividends -
Payments
Suppliers and employees (72 290) (427 486) (427 486) (20 798) (112 993) (213 743) | (100750) 47% (427 486)
Finance charges -
Transfers and Grants -
NET CASH FROM/(USED)
OPERATING ACTIVITIES (31 564) (299 001) (299 001) 327719 18 140 (149 501) | (167 640) 112% (299 001)
Receipts
Payments
Capital assets (665) (630) (630) (99) (99) (315) (216) 68% (630)
NET CASH FROM/(USED)
INVESTING ACTIVITIES (665) (630) (630) (99) (99) (315) (216) 68% (630)
NET INCREASE/
(DECREASE) IN CASH
HELD (32 229) (209 631) (299 631) 32680 18 041 (149 816) (299 631)
Cash/cash equivalents at
beginning: 107 315 107 315 107 315 - 97 988
Cash/cash equivalents at
month/year end: 75 086 (192 316) (192 316) 116 029 (149 816) (299 631)
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1.4.8 Explanation of material variances on the budget tables

1.4.8.1 Revenue:

(i) Investment Revenue

This revenue item represents interest earned on the municipality's cash reserves. For the period under
review, there's a variance of -73% between year to date actual and year to date budget which is mainly
due to over provision of interest to be realised on cash reserve. This is mainly due to the low interest rate

currently offered by banks

(ii) Transfers and Subsidies

On the other hand, the variance on transfers and subsidies is primarily as a result of grant funding of R
3.2m relating to Municipal Systems Grants that was not received, and it was indicated that this grant will
be paid to the provincial government and not to the municipality after the budget has been approved by the
Council. The other main reason for the variance is also as a result of varying patterns in which equitable

share and other grant allocations are transferred to the municipality by the National Treasury.

(iii) Other revenue

The variance of other revenue is due to higher amounts recovered from staff recoveries and a skills levy
refund received from LGSETA that was originally not budgeted for, and will be included in the revised
budget.

1.4.8.2 Operating Expenditure:

(i) Employee related cost and remuneration of Councillors

Both employee related costs and remuneration of councillors shows a positive variance. The calculated
variance is -14% for officials and -20% for Councillors. It is important to note that sufficient budgetary
provision for remuneration related expenditure must at all times be maintained in order to cater for any
probably unforeseen future salaries related expenditure such as standby and overtime, which may be
necessitated by various factors beyond the control of the municipality. This also include statutory provisions

for Postretirement benefits and Long Service awards.

The available budget for remuneration of employees and councillors should therefore be sufficient to cover

the actual expenditure for the remainder of the financial year.
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(ii) Depreciation

Depreciation represents reasonable wear and tear allowance on various assets of the municipality and is
non-cash expenditure item, however, if not projected correctly, may result in unauthorised expenditure

and therefore result in unwarranted audit findings.

From the budget statements, it is evident that depreciation was provided for the period under review.
However, a budget adjustment will still be considered in order to ensure that provision for depreciation is
provided is adjusted in order take into account the previous year (2020/2021) information that is available.
Additional factors that will be considered include the effect of transfer of the stadium from the municipality
to the Department of Sports and Culture, consideration of the newly acquired assets and those which has

been fully depreciated.

(iii) Other materials, contracted services and other operating expenditure

From the presented budget statements, it is evident that there are abnormal variances between other
materials, contracted services and other operating expenditure. Taking from the experiences of 2019/20,
2020/21 and 2021/2022, it became apparently clear that since the implementation of mSCOA, there has
been a number of challenges specifically with regard to the manner of transacting against the new mSCOA
framework which has so far resulted in misclassifications especially on expenditure items and this ultimately

results in discrepancies between actual and budgeted expenditure on various line items.

During 2021/22, a number of misclassifications were identified and corrected up to 30 December 2021.
The process is currently still underway to identify and correct transacting misclassifications that might have
occurred between 1 July 2021 to current.

One issue that was identified by in the mSCOA implementation was that the incorrect funding code were

used when doing all previous budgets, and needs to be corrected going forward.

Part of the long term solutions is provide training to various user departments who are responsible for
initiating procurement of requisitions which already contain vote numbers against which a procurement is
made, but importantly, measures have already been put in place to strengthen controls and ensuring that
requisitions are thoroughly reviewed both at the supply chain unit before procurement is finalised and at

the expenditure section before a transaction if finally processed on the financial system.

The current review process of misallocations, which should be completed before the adjustment budget is
finalised, will shed a clear light on whether any adjustment is required on various expenditure items, and if
so, to what an extent.
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1.4.8.3 Capital Expenditure:

The municipality does not have planned major capital programmes over the three year budget period. The
capital budget allocation that is currently approved is mainly in relation to some fleet items, acquisition of
additional tunnels for the Koppies Greenhouse project. The respective capital budget items shows
relatively low expenditure in relation budgeted amount. This is mainly due to procurement processes not

yet finalised for the planned items.

1.4.8.4 Financial Position

Most balance sheet items, such as cash, provisions, etc were not initially budgeted for. However, with the

benefit of year to date actual figures, such items will be appropriately budgeted for in the adjustment budget.
1.4.8.5 Cash Flow
Most flow items as presented has a similar effect as analysed under revenue and expenditure above due

to the fact that the statement of financial position is also presented on a cash basis and therefore variances

as analysed under revenue and expenditure above, are still applicable in this instance.
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Part 3: Material variances to the service delivery and budget implementation plan

3.1 Performance Management System

Performance Management is prescribed in Chapter 6 of the Local Government: Municipal Systems Act
No.32 of 2000 and the Local Government: Municipal Planning and Performance Management Regulations.
796 of August 2001. ‘

Section 7 (1) of the aforementioned regulations state that “A municipality's performance management
system must entail a framework that describes and represent how the municipality’s cycle and processes
of performance planning, monitoring, measurement, review, reporting and improvement will be conducted,
organised and managed including determining the responsibilities of the different role players”. This
framework, inter alia reflects the linkage between Integrated Development Plan (IDP), Annual Budget,
Service Delivery and Budget Implementation Plan (SDBIP) and Individual and Service Provider

Performance.

3.2 Implementation of Performance Management System

The Integrated Development Plan (IDP) for the 2021/22 financial year was compiled and approved by
Council on the 29 May 2021. Performance of the municipality is evaluated by means of a municipal score
card (Top Layer Service Delivery and Budget Implementation Plan (SDBIP) at organisational level and

through Departmental Service Delivery and Budget Implementation Plan (SDBIP) at Departmental level.

The SDBIP is a plan that converts the IDP and Annual Budget into measurable criteria on how, where and
when the strategies, objectives and normal business process of the municipality is implemented. It also
allocates responsibility to a department to deliver the service in terms of the approved IDP and Annual
Budget. Both SDBIP was prepared and the top layer SDBIP was approved by the Executive Mayor on the
28 June 2021.

3.3 Performance Analysis

The SDBIP was distributed to the Municipal Manager and all Heads of Departments (Directors) together
with a generic reporting tool aligned to the SDBIP for usage during all reporting interval as required in terms
of the Fezile Dabi District Municipality PMS Policy Framework. All departments are required to update on
the reporting tool their actual performance against key performance indicators and targets for the quarter

under review.

The actual results against monthly, quarterly, mid-year and annual targets are discussed quarterly during

the management meetings to determine early warning indicators and discuss possible corrective measures
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if needed. After the report has been discussed at the management meeting with inputs and comments of
the Internal Audit the final report is submitted to the Audit Committee, MPAC, MAYCO and Council for
review and oversight. The next section of the report focuses on mid-year analysis which was performed on
the top layer SDBIP and the departmental SDBIP for the period ending 31 December 2021:

3.3.1. Analysis of Top-Layer 2020-21 SDBIP

This performance summary is based on the 46 performance indicators and its corresponding targets
in the Top Layer SDBIP that were due for reporting at the end of the quarter under review i.e. Quarter Two
(2) of 2020-21. The performance was recorded as follows:

e Atotal target of 29 performance indicators and its corresponding targets were achieved (from
the 46 performance indicators and targets due for reporting at the end of first quarter) This
accounts for 63% target achievement while 17 performance indicators and its corresponding
target were not achieved, translating to 36.9% negative variance. 0 performance indicators and
its corresponding targets are partially achieved.

It should be noted that the aforementioned SDBIP information was internally audited as such no additional
processes and timeframes will be required which are beyond the legislated period for reporting and
therefore are accommodated at this stage of performance reporting.

The table below summarises the performance per Key Performance Area (KPA) for the period under review.

Table 1: Statistical Summary of Q2 performance per KPA

essment |15 1: Municipal | KI 3asic

Total number of 0 0 0 0 0 0
targets partially
achieved

29|Page



-
.
Fezile Dabi District Municipality Fezile Dabi

Graph 1: Graphic illustration Q2 performance per KPA

Performance per KPA

KPAS—V v
KPA 4 —
KPA 3 —I' '
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Achieved  ® Not Achieved  ® Partailly Achieved

3.3.2. Analysis of Departmental 2020-21 SDBIP

The approved departmental SDBIP is made up of 108 performance indicators and targets. The
municipality Monitoring and Evaluation Unit and Planning Unit are therefore responsible for the planning,
monitoring and preparation of performance reports detailing the progression of indicators in achieving their

stipulated target as required by legislation.

The performance summary is based on the 65 performance indicators and its corresponding targets
in the departmental SDBIP that were due for reporting at the end of the quarter under review. The
performance was recorded as follows:

e Atotal target of 42 performance indicators and its corresponding targets were achieved (from
the 65 performance indicators and targets due for reporting at the end of first quarter) This
accounts for 64.6% target achievement while 18 performance indicators and its corresponding
targets were not achieved, translating to 27.6% negative variance. 0 performance indicators and
its corresponding targets are partially achieved.
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Fezile Dabi District Municipality Fezile Dabi

Recommendations

It is recommended that, in line with regulation 5 of Schedule C of Municipal Budget and Reporting
Regulations, 2009, a resolution is hereby presented that:

e council note the mid-year budget and performance assessment report referred to in section 72 of
Municipal Finance Management Act;

e based on this report, an adjustment budget be prepared and submitted for approval by Council not
later than 28 February 2022;
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