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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 2020 to 31 December 2020 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

Signature: @6@\/\

oate: 15/ 01[ 101
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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.

Fellow councillors, 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 2020/21 financial year.

| am presenting this report at the time in which our District, Province, Country and the World is confronted
with the challenge of COVID-19 pandemic. In response to fighting the scourge, community transmission of
the pandemic and trying to flatten the curve of infection the President of the country Honourable Cyril
Ramaphosa had on 23 March 2020 announced a nation-wide lockdown in South Africa for 21 days from
March 26 to April 16, 2020. These first nation-wide lockdown was preceded with a series of further
lockdowns in a form of COVID-19 risk adjusted strategy with different levels based on the rate of
transmission in the Country, Province and District. To date our country has recorded a total of 1 412 986

confirmed coronavirus cases and 40 874 people have already succumbed to these deadly pandemic.

Our District is still viewed as a hot spot of the pandemic and in our response to the President’s call fighting
the pandemic the municipality developed its own COVID-19 response plan led by the Office of the
Executive Mayor and supported by the Municipal Manager of the municipality. The plan included number
of activities to be rolled out targeting communities in our district. As a result emergency budget had to be

put aside to ensure effective and efficient response against the virus.

In addition a district command council both political and administration comprising of all stakeholders in our
district was established to deal with matters affecting the virus. Numerous meeting were held and are
continuing to be held in a direct fight against the spread of COVID-19 in the absence of a vaccine to treat
this pandemic.
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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. Details on the
programmes that were rolled out in response to the municipality COVID-19 response plan details are

provide in detail under chapter two of the annual report on service delivery report.

When we presented our 2020/21 IDP to council in May 2020, we made a clear commitment we are
determined to continue to strive to maintain our institutional reputation of good governance, accountability
and efficient leadership of our municipality. On the same breath the process to embark on community

consultation with a view to review the current IDP in preparation for the 2021-22 financial year is upon us.

Honourable 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.

Therefore, it is during these times of uncertainty we are forced to look at other strategies to conduct public
participation as required by legislation whilst observing all COVID-19 protocols and taking the health of its
citizens into great consideration. As a result the municipality shall conduct public participation using

scientific methods to collect the inputs of citizens from the local municipalities within its jurisdiction namely:

e Metsimaholo Local Municipality
e Moghaka Local Municipality

e Mafube Local Municipality

e Ngwathe Local Municipality

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. In an endeavour to improve the municipality audit outcomes the council of the
municipality ensured that all vacant critical post will be filled prior filled effectively from the beginning of the

2020-21 financial year including the Chief Financial Officer.

During the period under review, there were no capital programmes underway, this is due to limited financial
resources at our disposal in order to support to our local municipalities to provide infrastructure for service
delivery. However, through our district intergovernmental structures, we continued to strengthen our
participation and promotion of cooperative governance arrangements with our local municipalities to ensure
better coordination or our work and sharing of ideas towards improving the quality of lives of the

communities in our district.
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Although there has been significant progress made towards realization of the set performance objectives
for the period under review, there are however still a number of strategic challenges that needs to be

overcome going forward and these include the following dominant challenges:

e Undesirable audit opinions from the Auditor-General;

e Lack of revenue mechanism to improve financial sustainability;

Honorable Speaker, it must be emphasized that the Office of the Auditor-General is the supreme audit
institution in South Africa, established in terms of the Constitution and is only accountable to parliament.
Like all other institutions established in terms of chapter 9 of the institution, the Constitution provides for
the independence of the Auditor-General and requires that he must be impartial and must exercise his
powers and perform his functions without fear, favour or prejudice. Along these powers conferred to the
Auditor-General, various pieces of legislation, including Municipal Finance Management Act and the Public

Audit Act, emphasises specific responsibilities of the Auditor-General, including objectivity and impartiality.

I wish to take this opportunity to inform council that, due to the outbreak of CIVID-19, MFMA calendar of
events was impacted negative thus leading to some of key timelines having to be postponed. As such the
Minister of Finance Honorable T Mboweni issued a special declaration order in a form of a notice exempting
municipalities and entities for the 2019/2020 financial year, from complying with the deadlines as prescribed

under in of the following sections of the MFMA:

e 126(1), the accounting officer of a municipality- (a) must prepare the annual financial statements
of the municipality and, within two months after the end of the financial year to which those
statements relate. submit the statements to the Auditor-General for auditing;

e 127(2), the mayor of a municipality must, within seven months after the end of a financial year,
table in the municipal council the annual report of the municipality and of a municipal entity under
the municipality's sole or shared control;

e 129(1), the council of a municipality must consider the annual report of the municipality and of any
municipal entity under the municipality's sole or shared control and by no later than two months
from the date on which the annual report was tabled in the council in terms of section 127, adopt
an oversight report containing the council's comments on the annual report, which must include a

statement whether the council-
(a) has approved the annual report with or without reservations;
(b) has rejected the annual report; or

(c) has referred the annual report back for revision of those components that can be revised; and

e 133(2), the Auditor-General must submit to Parliament and the provincial legislatures-

Mid-Year Budget & Performance Assessment Report for 2020/21 Financial Year Page | 6



Ay,
Fezile Dabi District Municipality Fezile Dabi

(a) by no later than 31 October of each year, the names of any municipalities or municipal entities
which have failed to submit their financial statements to the Auditor-General in terms of section
126; and

(b) at quarterly intervals thereafter, the names of any municipalities or municipal entities whose

financial statements are still outstanding at the end of each interval.

At the time of preparing this Mid-Year Budget and Performance Assessment Report the Auditor General
Office was still at work with the municipality management team to finalise the 2019-20 audit. | am confident
that, with commitment showed by management this time around the audit outcomes will change to

something of the best as compared to the previous year disclaimer audit opinion.

Honorable Speaker, the Cost Containment Regulations came into effect from 1 July 2019. These
regulations places a responsibility on everyone to ensure that resources of the municipality are used
effectively, efficiently and economically in order to make sure that more is achieved with less. It is therefore
my humble plea that we all work together to ensure that we accordingly align ourselves with these

regulations in order to maximize our resources and out ability do more with less.

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 te/l;m-dm;%ancial year, | hereby recommend adjustment of the municipality’s 2020/21 Budget.

M Moshodi

Executive 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:

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 2021;

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;

¢) 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 2020) 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 mMSCOA 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 2020/21 financial year.

This performance summary is based on the 50 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 2020-21. The performance was recorded as follows:

A total target of 37 performance indicators and its corresponding targets were achieved (from the 50
performance indicators and targets due for reporting at the end of first quarter) This accounts for 74% target
achievement while 14 performance indicators and its corresponding target were not achieved, translating

to 28% negative variance. 2 performance indicators and its corresponding targets are partially achieved.

The audit for the peridd ending 30 June 2020 is currently still underway due to government gazette no.
43582 of 05 August 2020, exempting municipalities and entities for the 2019/2020 financial year, from
complying with the deadlines as prescribed under the notice.

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. A t 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.
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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
2019/20 Budget Year 2020/21
Description Audited Original Adjusted Monthly YearTD YearTD YTD YTD Full Year
R thousands Outcome Budget Budget actual actual budget variance variance Forecast
%

Financial Performance

Property rates - - - - - - - -
Service charges - - - - - - = =
Investment revenue 7721 8000 8000 94 995 4000 (3005) -75% 8 000
Transfers and subsidies 16 067 15 150 17 270 - 2200 8423 (6 223) -T4% 17 270
Other own revenue 144 298 149 523 149 523 42 060 113 759 74 761 38997 52% 149 523
Total Revenue (excluding 168 092 172673 174793 42154 116 954 87184 29769 34% 174793
capital transfers and
contributions)

Employee costs 101 420 119 191 119 191 8631 52748 59 596 (6848) 1% 119191
Remuneration of Councillors 7753 8758 8758 673 3930 4379 (449) -10% 8758
Depreciation & asset impairment 4 886 3000 3000 - - 1500 (1500) -100% 3000
Finance charges 175 - - - - - - -
Materials and bulk purchases 2091 1981 2031 46 863 1007 (144) -14% 2031
Transfers and subsidies 3883 3490 4090 706 1130 2066 (936) -45% 4090
Other expenditure 50 429 51921 53 091 6435 18779 26 351 (7573) -29% 53 091
Total Expenditure 170 637 188 341 190 161 16 491 77 450 94 899 (17 450) -18% 190 161
Surplus/(Deficit) (2 545) (15 668) (15 368) 25 663 39 504 (7 715) 47219 -612% (15 368)
Transfers and subsidies - capital 2285 2506 2206 - 1544 1133 411 36% 2206
(monetary allocations) (National
I Provincial and District)
Surplus/(Deficit) after capital (260) (13162) (13162) 25 663 41048 (6 582) 47 630 124% (13 162)
transfers & contributions
Share of surplus/ (deficit) of
associate - - - - - - - -
Surplus/ (Deficit) for the year (260) (13 162) (13162) 25663 41048 (6 582) 47630 ~124% (13 162)
Capital expenditure & funds ]
sources
Capital expenditure 4353 160 160 2 18 80 (62) -78% 160
Capital transfers recognised - - - - - - - -
Borrowing - - - - - - - -
Internally generated funds 4353 160 160 2 18 80 (62) -78% 160
Total sources of capital funds 4353 160 160 2 18 80 (62) -78% 160
Financial position
Total current assets 123 429 - - 147 570 -
Total non-current assets 33447 160 160 33 465 160
Total current liabilities 25797 - - 8908 -
Total non-current liabilities 31968 - - 31968 -
Community wealth/Equity 99 110 13 322 13322 140 158 13322
Cash flows
Net cash from (used) operating (2 545) (15 668) (15 368) 25 663 39 504 (7 715) (47 219) 612% (15 368)
Net cash from (used) investing (4 353) (160) (160) 2 (18) (80) (62) 78% (160)
Net cash from (used) financing - - - - - - - -
Cashlcash equivalents at the
month/year end 86 080 (15 828) (15 528) 132 976 146 802 (7795) | (154597) 1983% (15 528)

Debtors & creditors analysis | 0-30Days | 31-60Days | 6190Days | 91120 Days | 121-150Dys | 151-180Dys | '° 0¥ | overtvr Total
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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

Budget Year
2019/20 2020121
bt Ref | Audited | Original | Adjusted | Monthly | YearTD YearTD 1D Y10 Full Year
Outcome Budget Budget actual actual budget variance variance Forecast

R thousands 1 %
Revenue - Functional
Governance and
administration 170 377 175179 176 999 42 154 118 498 88 317 30180 34% 176 999
Executive and council - - - - - - = -
Finance and
administration 170 377 175179 176 999 42 154 118 498 88 317 30180 34% 176 999
Other 4 - - - - - - - -
Total Revenue -
Functional 2 170 377 175 179 176 999 42 154 118 498 88 317 30180 34% 176 999
Expenditure -
Functional R
Governance and
administration 148 808 160 952 162 687 14 686 68773 81176 (12 403) -15% 162 687
Executive and council 38113 42924 42 956 4 895 17077 21473 (4 396) -20% 42 956
Finance and
administration 110 695 118 028 119 731 9791 51 696 59703 (8007) -13% 119731
Community and public
safety 11 638 16 186 16 216 998 6277 8103 (1826) -23% 16 216
Public safety 10 155 12 585 12615 890 5094 6303 (1208) -19% 12615
Housing - - - - - - - -
Health 1484 3601 3601 108 1183 1800 (617) -34% 3601
Economic and
environmental services 10 075 9717 9747 702 1792 4 868 (3076) -63% 9747
Planning and
development 6817 5206 5206 267 267 2603 (2336) -90% 5206
Road transport - - - - - - - -
Environmental protection 3258 4511 4541 435 1525 2265 (740) -33% 4 541
Other 115 1487 1512 104 608 752 (144) -19% 1512
Total Expenditure -
Functional 3 170 637 188 341 190 161 16 491 77 450 94 899 (17 450) -18% 190 161
Surplus/ (Deficit) for
the year (260) (13 162) (13 162) 25 663 41048 (6 582) 47 630 -124% (13 162)
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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 201920 Budget Year 2020/21
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 170 377 175 179 176 999 42 154 118 498 88 317 30180 34,2% 176 999
Total Revenue by Vote 2 170 377 175179 176 999 42 154 118 498 88 317 30180 34,2% 176 999
Expenditure by Vote 1
Vote 01 - Council
General 11893 12 861 12 861 1028 3849 6431 (2581) -40,1% 12 861
Vote 02 - Executive
Mayor 14 511 14 145 14 145 2598 7111 7073 38 0,5% 14 145
Vote 03 - Office Of The
Speaker 6123 8068 8068 641 2910 4034 (1124) -27,9% 8068
Vote 04 - Mayoral
Committee 3499 4016 4016 369 1773 2008 (235) -11,7% 4016
Vote 05 - Municipal
Manager 23 463 26 956 27138 1929 11090 13539 (2449) -18,1% 27 138
Vote 06 - Financial
Services 25294 24 151 24183 1549 11 696 12 086 (391) -3,2% 24183
Vote 07 - Information
Technology - - - - - - - -
Vote 08 - Project And
Public Works 26 822 29 477 29 813 1920 9468 14 850 (5382) -36,2% 29 813
Vote 09 - Corporate
Support Services 26 651 24 469 24 909 2528 12072 12 381 (309) 2,5% 24 909
Vote 10 - Fire Services 16 800 20 634 21084 1626 8849 10 467 (1618) -15,5% 21084
Vote 11 - Disaster
Management 3258 4511 4541 435 1525 2265 (740) -32,7% 4541
Vote 12 - Environmental
Health Services 1484 3601 3601 108 1183 1800 (617) -34,3% 3601
Vote 13 - Environmental
Management Unit - - - - - - - -
Vote 14 - - - - - - - - -
Vote 15 - Other 10 839 15 454 15 804 1761 5923 7965 (2042 -25,6% 15 804
Total Expenditure by
Vote 2 170 637 188 341 190 161 16 491 77 450 94 899 (17 450) -18,4% 190 161
Surplus/ (Deficit) for
the year 2 (260) (13 162) (13 162) 25 663 41048 (6 582) 47 630 ~723,6% (13 162)
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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

2019/20 Budget Year 2020/21

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 7721 8000 8 000 94 995 4000 (3005) -15% 8 000
Transfers and subsidies 16 067 15150 17 270 - 2200 8423 (6223) -14% 17 270
Other revenue 144 298 149 523 149 523 42 060 113759 74761 38997 52% 149 523
Gains - - - - = = = =
Total Revenue 168 092 172 673 174 793 42 154 116 954 87184 29769 34% 174793
(excluding capital
transfers and
contributions)
Expenditure By Type .
Employee related costs 101 420 119 191 119 191 8631 52748 59 596 (6 848) -11% 119 191
Remuneration of
councillors 7753 8758 8758 673 3930 4379 (449) -10% 8758
Debt impairment - - - - - = - =
Depreciation & asset
impairment 4 886 3000 3000 - - 1500 (1500) -100% 3000
Finance charges 175 - - - - - - -
Bulk purchases -
Other materials 2091 1981 2031 46 863 1007 (144) -14% 2031
Contracted services 30 216 27 352 27623 4057 10 208 13772 (3564) -26% 27623
Transfers and subsidies 3883 3490 4090 706 1130 2066 (936) -45% 4090
Other expenditure 19 936 24 569 25 468 2378 -8 571 12 579 (4 008) -32% 25 468
Losses 278 - - - - - - -
Total Expenditure 170 637 188 341 190 161 16 491 77 450 94 899 (17 450) -18% 190 161
Surplus/(Deficit) (2 545) (15 668) (15 368) 25 663 39 504 (7 715) 47219 (0) (15 368)
Transfers and subsidies -
capital (monetary
allocations) (National /
Provincial and District) 2285 2506 2 206 - 1544 1133 411 0 2206
Transfers and subsidies -
capital -
Transfers and subsidies -
capital (in-kind - all) - - - - - - - =
Surplus/(Deficit) after (260) (13 162) (13 162) 25 663 41048 (6 582) (13 162)
capital transfers &
contributions
Taxation -
Surplus/(Deficit) after
taxation (260) (13 162) (13 162) 25 663 41048 (6 582) (13 162)
Attributable to minorities
Surplus/(Deficit) (260) (13 162) (13 162) 25663 41048 (6 582) (13 162)
attributable to
municipality
Share of surplus/ (deficit)
of associate
Surplus/ (Deficit) for
the year (260) (13 162) (13 162) 25 663 41048 (6 582) (13 162)

Mid-Year Budget & Performance Assessment Report for 2020/21 Financial Year
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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

Vote Description

R thousands

Ref
1

2019/20

Budget Year 2020/21

Audited
Outcome

Original
Budget

Adjusted
Budget

Monthly
actual

YearTD YearTD
actual budget

YTD
variance

YTD Full Year
variance Forecast
%

Total Capital Multi-year
expenditure

Single Year
expenditure
appropriation

Vote 01 - Council
General

Vote 06 - Financial
Services

Vote 08 - Project And
Public Works

Vote 09 - Corporate
Support Services

Vote 10 - Fire Services
Total Capital single-
year expenditure

47

1340

206

451

2330
26

140

20

140

20

-100% 140

76% 20

4 353

160

160

18 80

-18% 160

Total Capital
Expenditure

4353

160

160

18 80

18% 160

Capital Expenditure -
Eunctional
Classification
Governance and
administration
Executive and council
Finance and
administration

4353
1340

3013

160

160

160

160

18 80

18 80

(62)

(62)

-78% 160

-78% 160

Total Capital
Expenditure -
Functional
Classification

4 353

160

160

(62)

-18% 160

Funded by:

National Government
Provincial Government
District Municipality
Transfers and subsidies -
capital

Transfers recognised -
capital

Borrowing
Internally generated
funds

4 353

160

160

(62)

-78% 160

Total Capital Funding

4 353

160

160

18 80

(62)

-78% 160
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1.4.6 Table C6 — Monthly Budget Statement — Financial Position
DC20 Fezile Dabi - Table C6 Monthly Budget Statement - Financial Position - Mid-Year Assessment
2019/20 Budget Year 2020/21
Description Ref
Audited Outcome Original Budget Adjusted Budget YearTD actual Full Year Forecast
R thousands 1
ASSETS
Current assets
Cash 27 020 - - 51895 -
Call investment deposits 80 296 - = 80311 -
Consumer debtors - - - - -
Other debtors 16 063 - - 15313 -
Current portion of long-term receivables 51 - - 51 -
Inventory - - - - -
Total current assets 123 429 - - 147 570 =
Non-current assets
Long-term receivables
Investments
Investment property
Investments in Associate
Property, plant and equipment 31756 160 160 31774 160
Biological
Intangible 1651 - - 1651 -
Other non-current assets 40 - - 40 -
Total non-current assets 33 447 160 160 33 465 160
TOTAL ASSETS 156 876 160 160 181 034 160
LIABILITIES
Current liabilities N
Bank overdraft - - - - -
Borrowing - - - - -
Consumer deposits - - - - -
Trade and other payables 25797 - - 8908 -
Provisions - - - - -
Total current liabilities 25797 - - 8908 -
Non-current liabilities
Borrowing 1625 - - 1625 -
Provisions 30 344 - - 30 344 -
Total non-current liabilities 31968 - - 31968 -
TOTAL LIABILITIES 57 765 - - 40 876 -
NET ASSETS 2 99 110 160 160 140 158 160
COMMUNITY WEALTH/EQUITY
Accumulated Surplus/(Deficit) 95 544 13322 13 322 136 592 13322
Reserves 3 566 - - 3 566 -
TOTAL COMMUNITY WEALTH/EQUITY 2 99 110 13322 13 322 140 158 13322
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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

Description

R thousands

Ref

2019/20

Budget Year 2020/21

Audited
Outcome

Original
Budget

Adjusted
Budget

Monthly
actual

YearTD
actual

YearTD
budget

YTD YTD Full Year
variance variance Forecast
%

CASH FLOW FROM
OPERATING
ACTIVITIES

Receipts

Property rates

Service charges

Other revenue
Transfers and Subsidies
- Operational

Transfers and Subsidies
- Capital

Interest

Dividends

Payments

Suppliers and employees
Finance charges
Transfers and Grants

144 298

16 067
1721

(170 637)

149 523

15150
8 000

(188 341)

149 523

17 270

8 000

(190 161)

42 060

94

(16 491)

113759

2200
995

(77 450)

74 761

8423
4000

(94 899)

38997 52% 149 523

(6223) 4% 17 270
(3005) 75% 8000

(17 450) 18% (190 161)

NET CASH
FROM/(USED)
OPERATING
ACTIVITIES

(2 545)

(15 668)

(15 368)

25 663

39 504

(7.715)

(47 219) 612% (15 368)

CASH FLOWS FROM
INVESTING ACTIVITIES
Receipts

Proceeds on disposal of
PPE

Decrease (increase) in
non-current receivables
\Decrease (increase) in
non-current investments
Payments

Capital assets

(4 353)

(160)

(160)

(18)

(80)

(62) 78% (160)

NET CASH
FROMI(USED)
INVESTING ACTIVITIES

(4 353)

(160)

(160)

(2

(18)

(80)

(62) 78% (160)

CASH FLOWS FROM
FINANCING
ACTIVITIES

Receipts

Short term loans
Borrowing long
term/refinancing
Increase (decrease) in
consumer deposits
Payments
Repayment of borrowing

NET CASH
FROM/(USED)
FINANCING
ACTIVITIES

NET INCREASE/
(DECREASE) IN CASH
HELD

Cash/cash equivalents at
beginning:

Cash/cash equivalents at
month/year end:

(6 898)
92978

86 080

(15 828)

(15 828)

(15 528)

(15 528)

25661

110 949

132 976

39 486

107 315

146 802

(7 795)

(7795)

(15 528)

(15 528)
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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 -75% between year to date actual and year to date budget which is mainly

due to under provision of interest to be realised on cash reserve.
(ii) Transfers and Subsidies

On the other hand, the variance on transfers and subsidies is primarily as a result of additional grant funding
of R 2.2m raised, which was not initially budgeted for the variance is this regard is also as a result of varying

patterns in which equitable share allocations are transferred to the municipality by the National Treasury.
(iii) Other revenue

The variance of other revenue is due to higher amounts of insurance claims received. Naturally, although
it is a known fact that municipal assets will at all material times be exposed to various types of risks which
will eventually result into claims, it is however improbably to make a reasonable forecast on anticipated
insurance claims pay-outs since that the primary objective it to ensure that the municipality's property is

safeguarded and taken care.
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 of 11% each.
Although this variance is over 10%, itis important to note that sufficient budgetary provision for remunerated
related expenditure must at all times be maintained in order to cater for any probably unforeseen future
salaries related expenditure such as such as standby and overtime, which may be necessitated by various

factors beyond the control of the municipality.

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 were 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 no actual depreciation was provided on all the assets for the
period under review. However, a budget adjustment will be considered in order to ensure that not too low
or too high provision for depreciation is provided. 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 2018/19
and 2019/20, 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 huge misclassifications especially on expenditure items and this

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

During 2020/21, a number of misclassifications were identified and corrected up to 30 June 2020. The
process is currently still underway to identify and correct transacting misclassifications that might have

occurred between 1 July 2019 to date.

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.
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

Mid-Year Budget & Performance Assessment Report for 2020/21 Financial Year Page | 19
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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 2020/21 financial year was compiled and approved by
Council on the 29 May 2020. 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 2020.

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 2020:

3.3.1. Analysis of Top-Layer 2020-21 SDBIP

This performance summary is based on the 50 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 A total target of 37 performance indicators and its corresponding targets were achieved (from
the 50 performance indicators and targets due for reporting at the end of first quarter) This
accounts for 74% target achievement while 14 performance indicators and its corresponding
target were not achieved, translating to 28% negative variance. 2 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

teri: |
Criteria 1 pal

Total number of targets 0 0 1 0 -1 2
partially achieved
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Graph 1: Graphic illustration Q2 performance per KPA

PERFORMANCE PER KPA
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™ Achieved ™ Not Achieved Partially achieved

3.3.2. Analysis of Departmental 2020-21 SDBIP

The approved departmental SDBIP is made up of 106 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 57 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:

o Atotal target of 57 performance indicators and its corresponding targets were achieved (from
the 71 performance indicators and targets due for reporting at the end of first quarter) This
accounts for 72% target achievement while 20 performance indicators and its corresponding
targets were not achieved, translating to 28% negative variance. 2 performance indicators and
its corresponding targets are partially achieved.
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However, it must be noted that, the department LED and Tourism recorded an over achievement of

111% due to the following:

3.1. Department LED and Tourism

- KPA 1: indicator 1.4 (a): By 31 May 2021, develop, annually and submit to Council for approval the
following key Sector Plans that support the IDP:

* Local Economic Development Strategy (LEDS);

- KPA 3: indicator 3.1 (d): Two (2) cooperatives supplied with identified tools/equipment by 30 June
2021 .

- KPA 3: indicator 3.2: Up to three (3) qualifying artists and / or groups of artists assisted and supported
with training, coaching and crafting skills by 30 June 2021.

- KPA 3: indicator 3.4: One (1) SMME owned by women and / or disabled persons in the district
identified and provided with dedicated entrepreneurial support by 2021.

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 report.
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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 2021,

64|Page



