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ACCOUNTING OFFICER’S QUALITY CERTIFICATION

I, LACRITIA SOPHIE RABIE-KHONKHE, in my capacity as ACTING MUNICIPAL MANAGER OF FEZILE
DABI DISTRICT MUNICIPALITY, do herewith make the following undertaking:

I certify the Mid-Year Budget and Performance Assessment for the period of 1 July 2022 to 31 December 2022 as
presented herein, has been duly prepared in accordance to the legislative prescripts of the Local Government:

Municipal Finance Management Act 56 of 2003 (MFMA) as well as the Regulations conjoined to the MFMA.

ADV. LACRITIA SOPHIE RABIE-KHONKHE
ACTING MUNICIPAL MANAGER
FEZILE DABI DISTRICT MUNICIPALITY, DC 20

SIGNATURE : { ; %%

DATE : 24- 01-2023

Mid-Year Budget & Performance Assessment Report for 2022/23 Financial Year Page | 3
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PART I: IN YEAR REPORT

1.1 EXECUTIVE MAYOR’S REPORT

In line with Chapter 7 of the Constitution of the Republic of South Africa, 1996 (hereinafter “the Constitution”)-
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 pieces of legislation.

With the foregoing background in mind, Section 72 of the Local Government: Municipal Finance Management Act
56 of 2003 (MFMA), read together with Schedule C of the Municipal Budget and Reporting Regulations, 2009 -
prescribes that the Accounting Officer of a municipality must, by the 25" of January of each year, assess the
performance of the municipality during the first half of the financial year, taking into account, the monthly budget
statements referred to in Section 71 for the first half of the financial year as well as the targets set out in the Service
Delivery and Budget Implementation Plan (SDBIP), the prior year’s Annual Report and the progress made in
resolving the challenges identified in the Annual Report.

Honorable Speaker of the Municipal Council, esteemed Councillors, Acting Municipal Manager, Administrative
Managers Directly Accountable to the Municipal Manager as well as the entire Staff Component from all levels
who all have an impact on our successes and advance the interests of the institution in their own ways collectively
and inclusively - I herewith wish to express a heartwarming welcome to all. We are optimistic that the year 2023
will be a year of great milestones for our institution, Intergovernmental Structures and our Key Stakeholders being
the communities within our district as we have to ensure that we give effect to our Constitutional Mandate as set
forth in the objects of local government, this is our core business second to none. This indeed being a new calendar
year, we ought to ensure that our fiscal position and priorities half year through the financial year is indeed aligned
to our strategic intent as a district. Having mentioned the above, a great need is required to ensure that introspection
is done of the past six (06) months of the current financial year and continue to or re-align our priority areas and
effect necessary corrective measures where we lacked and take ownership of such errors or omissions alike to
ensure that visible and/or tangible results and measurable success is had. It is thus not just a mere slogan that as an

institution, we “aim above the horizon” and I can confidently say that it is time to reach land on the stars.

Herewith a heart-felt and delightful extension of congratulations to the “Class of 2022” , once more — the Free State
Province, Department of Education Political and Administrative leadership, Educators, Parents, School Governing
Bodies and most of all, our pride and joy — the winners who took it all- being the learners have placed our Province
on the map competing with very strong Provinces and more specifically, the victorious emergence of Fezile Dabi
District that formed a key part of the success of the Province, we say well done and keep the flag of our district

high. As the former President of the Republic of South Africa, Nelson Rolihlahla Mandela made a legendary quote
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that will find relevance for decades to come when he so famously said “ education is the most powerful weapon
which you can use to change the world” we indeed share the same sentiments to our bright future leaders within
our district and we say forward you go, the world is your oyster. With a successive four (4) year number one (1)
position in our country and a pass rate of 88,5% pass rate, we pledge our support towards enhancing education and
more so quality education from our district and province alike, all happening despite various challenges of poverty,
some unemployed parents and the Covid-19 Pandemic that had without a doubt sadly ravaged some families and

brought about great anxiety, we say well done — like true eagles, our learners soared through such trying times.

While we reflect on the last six (6) months of the 2022-23 Financial Year, it is important to reflect on the 6"
Administration Local Government Elections that took place on 01 November 2021, conducted in terms of Section
159 of the Constitution , 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 oversight role which they played during their tenure. We remain extremely
confident that the newly elected Office Bearers with the various pool of expertise as well as zeal to take the
institution to the next level, continues to strive to establish an administration earmarked by sound financial
management, integrity and clean and sound governance with a mandate to deliver sustainable services to all

communities.

Fellow Councilors, it is with great pleasure that, I present to the Municipal Council, the Mid-Term Budget and

Performance Assessment Report of Fezile Dabi District Municipality for the first half of 2022/23 Financial Year.

Fundamental to our democratic era is the democracy is what is perceived to be a slogan but is in reality a value that
“the people shall govern”. This value implies that structures, systems, policies and priorities of state should be put
into place that provide citizens with a democratic right and responsibility to actively form a critical part of the
affairs government and governance at all levels (the 3 spheres of government). Honorable Speaker, public
participation is has become a must and the order of the day through all the developmental policies, legislations and
the Constitution and giving effect to this nicodemus value that finds rigorous expression at key stakeholder
platforms emphasizing the importance thereto will without a doubt serve as extinguisher of public unrests . 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.

Our duty as Political Principals of the municipality is to ensure significant contribution towards the eradication of
poverty, unemployment and inequality as well as food security within our District. This can only be attained
through a positive oversight role on our Municipal Administration in the execution of their performance in the
implementation of the priorities of the Municipal Council identified when implementing the council approved

SDBIP.
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We take the values of good governance seriously and believe that we are capable of tuming the tide on our Audit
Outcomes — to achieve a Clean Audit Opinion through the assistance and/or support of v various oversight
structures such as the Internal Audit, Audit and Performance Committee,  Office of the Auditor-General South
Africa (AGSA), Municipal Public Accounts Committee (MPAC). We need to inculcate a culture of excellence,
accountability, transparency, good governance and responsiveness and cascade all such best practices to local
municipalities within our district and enhance peer learning as well. The turning point for a clean administration and
the sustenance thereof, not only vests in the Administrative Component of the municipality but it is rather a joint
venture comprising of an all-inclusive workforce, the Municipal Council, various business sectors — formal and
informal and more so the key economic drivers, communities and the need for integrity and ethics to drive the ethos

of stakeholder confidence and transparency in the operations and sound fiscal management of the institution.

For the period under review, the municipality has remained financially stable, implemented the budget in line with
the approved Service Delivery and Budget Implementation Plan (SDBIP) and has made positive strides in meeting

its performance targets and indicators as contained the SDBIP.

In conclusion, I am confident that the Mid-Term Performance results as contained in this report, provides an overall
picture of the institutional performance for the mid-term. Based on these results and the outlook of the remaining
term of the current financial year, I hereby recommend that our annual Budget for the 2022/23 financial year, be

accordingly adjusted in accordance to the requisite legislative prescripts governing such a process.

¢LLR DENNIS KHASUDI
'EXECUTIVE MAYOR
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1.2 RESOLUTIONS

In line with Regulation 5 of Schedule C of the Municipal Budget and Reporting Regulations, 2009, a resolution is
hereby presented that:

e  That the Municipal Council note the Mid-Year Budget and Performance Assessment Report referred to in
Section 72 of the Local Government: Municipal Finance Management Act 56 of 2003 (MFMA).
e That based upon the contents of this Report, an Adjustment Budget be prepared and submitted for

approval by the Municipal Council no later than 28 February 2023.

1.3 EXECUTIVE SUMMARY

The Municipal Budget and Reporting Regulations, 2009 provides a contextual framework to Section 17, 71 and 72
of MFMA, and in relation to Section 72, which is a precursor for this report, it 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 Fezile Dabi District

Municipality that sets out and explains the following:

a) the municipality’s performance in relation to the approved annual budget and any adjustment budget prior
to 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 ensure that projected revenue and expenditure remains within
the municipality’s budget projections.

e) any potential impact that the national government and the provincial government’s mid-term budget as
presented during the month of October 2022 has on the municipality, its budget and planned performance

targets.

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 bears an historical effect
since the introduction and implementation of the 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.
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In relation to capital expenditure, the allocation that is currently approved 1s mainly in relation to maintenance of the
municipal property, plant and equipment. The respective capital budget items reflects relatively low expenditure in
relation to budgeted amounts, This is mainly as a result of 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 adjustments to be made towards the 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 in order. However, some few projects are still lagging

behind the agreed target dates for various reasons.

Notwithstanding the challenges as indicated in the top layer 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

2022/23 financial year.

This performance summary is based on the 63 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 2022-23 and the performance was recorded as follows:

A total target of 47 performance indicators and their corresponding targets were achieved (from the 63 performance
indicators and targets due for reporting at the end of second quarter). This accounts for a 74.6% target achievement
while 9 performance indicators and their corresponding targets were not achieved, translating to a 14.2% negative

variance. As a result, a total number of 7 performance indicators were partially achieved, translating to 11.1%. .

The Audit for the period ending 30 June 2022 was completed on time, being 30 November 2022 and the
municipality attained a Qualified Audit Opinion on both the Auditing of Annual Financial Statements and the

Annual Performance Report.
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1.4 MID-TERM BUDGET TABLES

The budget tables as presented below, provides a pictorial perspective of the financial performance and financial
position of the municipality for the period under review, followed by a detailed 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 explanations of what each table entails is herewith presented as follows:

Table C1 — Monthly Budget Statement Summary: This fable summarises the entire 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.

1.4.1 Table C 1 — Monthly Budget Statement Summary

20} Fexile Dabi - Table Monthly Budget Statement Summary - Mid-Ye:

2021/22 Budget Year 2022/23
Description Audited Original Adjusted Monthly YearTD YearTD YTD YTD Full Year
Qutcome Budget Budget actual actual budget variance | variance Forecast
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R thousands %o
Financial Performance
4
Investment revenue 460 5 000 5000 2116 2857 2 500 357 14% 5000
171 (17
Transfers and subsidies 549 173 494 173 494 - 69 003 86747 | 744) -20% 173 494
2
Other own revenue 069 355 355 125 468 177 291 164% 355
Total Revenue (excluding 178 178 849 178 849 2240 72 329 89 424 (17 -19% 178 849
capital transfers and 078 096)
contributions)
122 8
Employee costs 746 132 241 132 241 9247 57191 66121 | 930) -14% 132 241
Remuneration of 7
Councillors 258 7515 7515 648 3895 3758 138 4% 7515
Depreciation & asset 7
impairment 392 1953 1953 3356 3359 977 2383 244% 1953
Finance charges 40 - - - - - - -
Inventory consumed and 3
bulk purchases 821 3260 3260 264 1618 1630 (12) -1% 3260
3 Q1
Transfers and subsidies 202 4 695 4695 282 803 2348 | 544) -66% 4695
47 s
Other expenditure 464 42 142 42 142 3246 15465 21071 | 606) -27% 42142
191 (13
Total Expenditure 923 191 805 191 805 17 044 82 331 95904 | 572) -14% 191 805
(13 1z (12 (14 1o (6 3
Surplus/(Deficit) 845) 956) 956) 803) 003) 479) 524) 54% (12 956)
Transfers and subsidies - 1 - - - — - - -
capital (monetary 927
allocations) (National /
Provincial and District)
Surplus/(Deficit) after 11 a2 (12 (14 10 (6 3 54% (12 956)
capital transfers & 918) 956) 956) 803) 003) 479) 524)
contributions
Surplus/ (Deficit) for the i1 1z (12 (14 10 6 €]
year 918) 956) 956) 803) 003) 479) 524) 54% (12 956)
Capital expenditure &
funds sources
2
Capital expenditure 423 1320 1320 - 529 660 | (131) -20% 1320
2
Internally generated funds 423 1320 1320 - 529 660 | (131) -20% 1320
Total sources of capital 2
funds 423 1320 1320 - 529 660 | (131) -20% 1320
Financial pesition
289
Total current assets 161 102 438 102 438 88 668 102 438
76
Total non-current assets 866 87 564 87 564 74 039 87 564
12
Total current liabilities 802 31724 31724 15 827 31724
36
Total non-current liabilities 627 35467 35467 36 463 35467
117
Community wealth/Equity 543 122 811 122 811 107 533 122 811
Cash flows
Net cash from (used) 34 (48
operating 035) - - 10 574 48 370 - 370) #DIV/0! -
Net cash from (used) 2
investing 423) — - - (542) - 542 #DIV/0! -
Cash/cash equivalents at 61 (28
the month/year end 563 99 397 99 397 - 128 382 99 397 | 984) -29% 80 554
Debtors & creditors 91-120 121-150 151-180 181 Dys- Over
analysis 0-30 Days | 31-60 Days | 61-90 Days Days Dys Dys 1vr 1Yr Total
Mid-Year Budget & Performance Assessment Report for 2022/23 Financial Year Page | 10
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1.4.2 Table C2 — Monthly Budget Statement — Financial Performance (functional classification)

Budget
2021722 Year
o
Description Ref e YTD

Audited Original Adjusted Monthly YearTD YearTD YTD ETE e Full Year

QOutcome Budget Budget actual actual budget variance ‘s Forecast
R thousands 1 Yo
Revenue - Functional
Governance and (17
administration 180 005 178 849 178 849 2240 72 329 89 424 | 096) -19% 178 849
Executive and council (8) - - - - - - -
Finance and 7
administration 180 013 178 849 178 849 2 240 72 329 89424 | 096) -19% 178 849
Total Revenue - 17
Functional 2 180 005 178 849 178 849 2240 72 329 89 424 | 096) -19% 178 849
Expenditure -
Functional B
Governance and ©
administration 168 070 167 626 167 626 15 694 74 403 83 814 | 411) -11% 167 626
Executive and council 33 838 35195 35195 4745 16 944 17598 | (653) -4% 35195
Finance and @
administration 134 232 132 431 132 431 10 949 57 459 66216 | 757) -13% 132431
Internal audit - - - - - - - -
Community and (1
public safety 13872 15272 15272 936 6224 7636 | 412) -18% 15272
Public safety 11 708 12 886 12 886 933 5742 6443 | (701) -11% 12 886
Housing - - - - - - - -
Health 2 164 2386 2386 3 482 1193 | (711) -60% 2386
Economic and
environmental (1
services 8073 6585 6 585 414 1690 3293 | 603) -49% 6 585
Planning and
development 4324 2341 2341 211 319 1171 | (852) -13% 2341
Road transport - - - - - - - -
Environmental
protection 3748 4244 4244 202 1371 2122 | (751) -35% 4244

(1

Other 1908 2323 2323 — 15 1161 | 147) -99% 2323
Total Expenditure - a3
Functional 3 191 923 191 805 191 805 17 044 82 331 95904 | 572) -14% 191 805
Surplus/ (Deficit) for 11 (12 (12 (14 10 (3 3
the vear 918) 956) 956) 803) 003) 479) 524) 54% (12 956)
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Vote Description 2021/22 Budget Year 2022/23
Re Audited Original Adjusted Monthly YearTD YearTD YTD v::ira[l)\c Full Year
f Outcome Budget Budget actual actual budget variance . Forecast
| R thousands Ya
Revenue by Vote 1
Vote 06 - Financial 180 (17
Services 013 178 849 178 849 2240 72329 89424 | 096) -19.1% 178 849
180 a7
Total Revenue by Vote 2 005 178 849 178 849 2240 72 329 89424 | 096) -19,1% 178 849
Expenditure by Vote 1
11
Vote 01 - Council General 804 9027 9027 3122 8 607 4513 4094 90,7% 9027
9
Vote 02 - Executive Mayor 863 8 851 8851 847 3721 4426 | (705) -15,9% 8851
Vote 03 - Office Of The 4 (1
Speaker 622 8043 8043 558 2359 4022 | 662) -41,3% 8043
Vote 04 - Mayoral 2
Committee 619 3774 3774 197 1212 1887 | (674) -35,7% 3774
Vote 05 - Municipal 27
Manager 749 27033 27033 2 341 13 549 13517 32 0,2% 27033
28 (1
Vote 06 - Fincial Services 519 23300 23300 1679 10313 11650 | 337) -11,5% 23300
Vote 07 - Information 7
Technology 450 3593 3593 681 2252 1797 456 25,4% 3593
Vote 08 - Project And 9 @
Public Works 419 9482 9482 590 2690 4741 | 051) -43,3% 9482
Vote 09 - Corporate 30 (€]
‘Support Services 907 33593 33593 2 086 13428 16 797 | 368) -20,1% 33593
11
Vote 10 - Fire Services 708 12 886 12 886 933 5742 6443 | (701) -10,9% 12 886
Vote 11 - Disaster 3
Management 923 4241 4241 269 1732 2121 | (388) -18,3% 4241
Vote 12 - Environmental 24 3
Health Services 014 25316 25316 1414 8910 12 658 | 748) -29,6% 25316
Vote 13 - Environmental 3
Management Unit 748 4244 4244 202 1371 2122 | (751) -35,4% 4244
Vote 14 - Local Economic
Development Sports And 15 (2
Tourism 576 18423 18 423 2125 6443 9212 | 768) -30.1% 18 423
Total Expenditure by 191 (13
Vote 2 923 191 805 191 805 17 044 82331 95904 | 572) -14,2% 191 805
Surplus/ (Deficit) for the 11 (12 (12 (14 10 (6 3 (12
year 2 918) 956) 956) 803) 003) 479) 524) 54,4% 956)
Mid-Year Budget & Performance Assessment Report for 2022/23 Financial Year Page | 12
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Description

R thousands

2021/22

1.4.4 Table C4 — Monthly Budget Statement — Financial Statement (revenue & expenditure)

Budget Year 2022/23

Audited
Outcome

Original
Budget

Adjusted
Budget

i‘ '
Monthly
actual

YearTD
actual

YearTD
budget

YTD
variance

D | Full Year
vari Forecast
ance

Yo

Revenue By Source
Interest earned - external
investments

Interest earned -
outstanding debtors

Dividends received
Fines, penalties and
forfeits

Licences and permits
Agency services

Transfers and subsidies

Other revenue
Gains

460

639

171
549

752
678

5000

173 494

355

5000

173 494

355

2116

125

2 857

69 003

468

2500

86 747

177

357

(17
744)

201

14% 5000

20%
164
% 355

173 494

Total Revenue
(excluding capital
transfers and
contributions)

178
078

178 849

178 849

2240

72 329

89 424

7
096)

- 178 849
19%

Expenditure By Type

Employee related costs
Remuneration of
councillors

Debt impairment
Depreciation & asset
impairment

Finance charges
Bulk purchases -
electricity
Inventory consumed
Contracted services

Transfers and subsidies

Other expenditure

Losses

122
746

258

392
40

821
18
602

202
27
868

994

132 241

7515

1953

3260

15 891

4 695

26 251

132241

7515

1953

3260

15 891

4 695

26 251

9247

648

3356

264

1028

282

2218

57 191

3895

3359

1618

3670

803

11795

66121

3758

977

1630

7945

2348

13 126

(8
930)

138

2383

(12)

276)
(1
544)
(1
331)

14% 132 241

4% 7515

244
% 1953

-1% 3260

54% 15891
66% 4695

10% 26 251

Total Expenditure

191
923

191 805

191 805

17 044

82 331

95 9504

13
572)

14% 191 805

Surplus/(Deficit)
Transfers and subsidies -
capital (monetary
allocations) (National /
Provincial and District)
Surplus/(Deficit) after
capital transfers &
contributions

(13
845)

927
(11
918)

12
956)

(12
956)

(12
956)

12
956)

(14
803)

(14
803)

(10
003)

(10
003)

6
479)

(6
479)

G
524)

0 (12 956)

(129;6)
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Surplus/(Deficit) after (11 (12 12 (14 (10 ©
taxation 918) 956) 956) 803) 003) 479) (12 956)
Attributable to
minorities
Surplus/(Deficit) (11 (12 (12 (14 (10 6 (12 956)
attributable to 918) 956) 956) 803) 003) 479)
municipality

Share of surplus/
(deficit) of associate
Surplus/ (Deficit) for (11 1z az (14 (10 (6
the year 918) 956) 956) 803) 003) 479) (12 956)

1.4.5 Table C5 — Monthly Budget Statement — Capital Expenditure (municipal vote, functional classification and funding)

_ Budget
| 2021/22 Year
22123 ! = l——
Vote Description ! Rfe. : 20—2&‘ . B - T | Y =
| Audited Original ‘Adjusted Monthly | YearTD | YearTD [ Full Year
Outcome Budget Budget actual actual budget A ‘. Forecast

R thousands il . | . | %
Multi-Year expenditure
apprepriation 2
Single Year expenditure
appropriation 2
Vote 01 - Council General 111 220 220 | - 22 110 (88) -80% 220
Vote 07 - Information 2
Technology 050 1 000 1000 | - 507 500 7 1% 1000
Vote 08 - Project And Public
Works 240 100 100 | — - 50 (50) -100% 100
Total Capital single-year 2
expenditure 4 423 1320 1320 | -~ 529 660 (131) -20% 1320

2
Total Capital Expenditure 423 1320 1320 | - 529 660 (131) -20% 1320
Capital Expenditure -
Functional Classification
Governance and 2
administration 423 1320 1320 | — 529 660- (131) -20% 1320
Total Capital Expenditure 2
- Functional Classification 3 423 1320 1320 | — 529 660 (131) -20% 1320

2
Internallv generated funds 423 1320 1320 | — 529 660 {131} -20% 1320

2
Total Capital Funding 423 1320 1320 | - 529 660 (131) -20% 1320
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1.4.6 Table C6 — Monthly Budget Statement — Financial Position

| D Yo
Description Rfe
Audited Qutcome Original Budget Adjusted Budget YearTD actual Full Year Forecast
_R thousands 1
ASSETS
Current assets
Cash 197 744 15334 15334 2 946 15334
Call investment deposits 85911 84 063 84 063 77 966 84 063
Consumer debtors - - - - -
Other debtors 5455 3040 3040 7 704 3040
Current portion of long-term
receivables 51 - - 51 -
Inventory — — — — -
Total current assets 289 161 102 438 102 438 88 668 102 438
Non-current assets
Property, plant and equipment 75713 86 158 86158 73 029 86158
Biological
Intangible 1124 1366 1366 981 1366
Other non-current assets 29 40 40 29 40
Total non-current assets 76 866 87 564 87 564 74 039 87 564
TOTAL ASSETS 366 027 190 002 190 002 162 707 190 002
LIABILITIES
Current liabilities i}
Trade and other payables 12 802 31724 31724 15 827 31724
Total current liabilities 12 802 31724 31724 15 827 31724
Non-current liabilities
Borrowing (5) 856 856 (5) 856
Provisions 36 632 34 611 34611 36 468 34 611
Total non-current liabilities 36 627 35 467 35467 36 463 35467
TOTAL LIABILITIES 49 429 67 191 67 191 52 290 67 191
NET ASSETS 2 316 598 122 811 122 811 110 417 122 811
COMMUNITY
WEALTH/EQUITY
Accumulated Surplus/(Deficit) 115989 120 251 120 251 105 980 120251
Reserves 1554 2 560 2 560 1554 2 560
TOTAL COMMUNITY
WEALTH/EQUITY 2 117 543 122 811 122 811 107 533 122 811
Mid-Year Budget & Performance Assessment Report for 2022/23 Financial Year Page | 15
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Description

R thousands

2021/22

1.4.7 Table C7 — Monthly Budget Statement — Cash Flow

Year
202223

Budget

Audited
Outcome

Original

Budget

|
Adjusted |
Budget

Monthly
actual

YearTD
actual

YearTD
budget

YTD
variance

YTD
varian
ce

%

Full Year
Forecast

CASH FLOW FROM
OPERATING
ACTIVITIES

Receipts

Other revenue
Transfers and Subsidies
- Operational

Transfers and Subsidies
- Capital

Interest

Dividends

Payments

Suppliers and employees
Finance charges

Transfers and Grants

171 921
3937
309

4 460

(214
662)

34

2116

8424

69 121

2857

(23
608)

69 121

2 857

23 608

#DIV/
0!

#DIV/
01

#DIV/
0!

NET CASH
FROM/(USED)
OPERATING
ACTIVITIES

34
035)

10 574

48 370

(48
370)

#DIV/
0!

CASH FLOWS FROM
INVESTING
ACTIVITIES

Capital assets

2
423)

(542)

542

#DIV/
0!

NET CASH
FROM/(USED)
INVESTING
ACTIVITIES

@
423)

(542)

542

#DIV/
0!

NET INCREASE/
(DECREASE) IN
CASH HELD
Cash/cash equivalents at
beginning:

Cash/cash equivalents at
month/year end:

(36
458)

98 022

61 563

99397

99 397

99 397

99 397

10 574

359

47 828

80 554

128 382

99397

99 397

80 554

80 554

Mid-Year Budget & Performance Assessment Report for 2022/23 Financial Year
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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 14% between the year to date actual and year to date budget which is mainly due to the

increase in the interest rate currently offered by banks against the rate when the budget was prepared.

(ii) Transfers and Subsidies

On the other hand, the variance on transfers and subsidies is -20% primarily as a result of the equitable share that

was not received during December.

(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:

@) Employece related cost and remuneration of Councillors

Both Employee related costs and remuneration of Councillors reflects a positive variance. The calculated variance
is -14% for Officials and 4% for Councillors. Increase in councilors allowance was mainly due to the number of
special council meetings that was held in the first six months of the financial year. 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 should therefore be sufficient to cover the actual expenditure
for the remainder of the financial year, and adjustment will be required to accommodate the increase in Councillor’s

allowances.

Mid-Year Budget & Performance Assessment Report for 2022/23 Financial Year Page | 17
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(ii) Depreciation

Depreciation represents reasonable wear and tear allowance on various assets of the municipality and is a non-cash
expenditure item, however, if not projected correctly, may result in unauthorized 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 must be considered in order to ensure that provision for depreciation is adjusted in order take into
account that the first 6 months depreciation has a variance of 244%. 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 clear that since the implementation of the mSCOA system, there has been a number of
challenges specifically with regards to the manner of transacting against the new mSCOA framework which has so
far resulted in some misclassifications especially on expenditure items and this ultimately resulted in discrepancies

between actual and budgeted expenditure on various line items.

Part of the long term solutions are an initiative to continuously upskill all end-users and currently, the municipality
was privileged enough to take part in the free Municipal Standard Chart of Accounts (mSCOA) for Financial and
Non-Financial Officials offered by the National School of Government. This is an online course that has to be
completed no later than 31 March 2023 after which tuition will have to be paid to Officials who did not take the
opportunity to register. Management has encouraged all employees, regardless of their Job Level, to register as
mSCOA is everybody’s business and this is furthermore an attempt by the municipality to advance its policies of
Succession Planning and Career Pathing as well as to have each employee taking part and implementing the vision,
mission and values of the municipality. This initiative will seek to mitigate matters related to misclassifications and
misunderstanding of this key system. Measures have already also been put in place to strengthen controls and
ensuring that requisitions are thoroughly reviewed both at the supply chain unit prior to procurement is finalized and
at the expenditure section before a transaction if finally processed on the financial system. To minimize the demand
and have stricter controls, certain days in a week have been identified to effect payments unless if it is something
beyond the control of the municipality (which must be properly motivated as planning plays a key role in the
financial affairs of the municipality). The Procurement Plans have also received priority as all such have been

stamped and signed by the Office of the Acting Municipal Manager to circumvent any manipulation and for the

Mid-Year Budget & Performance Assessment Report for 2022/23 Financial Year Page | 18
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Supply Chain Unit not to process any procurement that is not signed or stamped. Over and above this, the
municipality has embarked on a stringent approach towards the payment of Service Providers extended to the Office
of the Auditor-General South Africa (AGSA) that supporting documentation be provided for invoices without
exception and if it is not to the satisfaction of the municipality, such an invoice shall not be paid and the inclusion of
the Auditor-General is to demonstrate leadership on their part as well as uniformity on the side of the municipality
in as far as expenditure for services rendered or goods obtained are concerned to manage the fiscus of the

municipality transparently, without favour, exclusion or prejudice.

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 information technology and the updating of
obsolete hardware and software in the data centre. 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 has been budgeted for. However, with the benefit of year to

date actual figures, such items will be appropriately adjusted for in the adjustment budget.
1.4.8.5 Cash Flow
Most cash 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.

Mid-Year Budget & Performance Assessment Report for 2022/23 Financial Year Page | 19
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art 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 2022/23 financial year was compiled and approved by Council on
the 27 May 2022. 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 in July 2022 (late approval).

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 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
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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 2022:

3.3.1.  Analysis of Top-Layer 2022-23 SDBIP

This performance summary is based on the 63 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 2022-23. The

performance was recorded as follows:

e A total target of 56 performance indicators and its corresponding targets were achieved (from the 63
performance indicators and targets due for reporting at the end of first quarter) This accounts for 89%
target achievement while 7 performance indicators and its corresponding target were not achieved,
translating to 11% negative variance.

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

. Total number of 26 " 10 14 11 27 | 88
targets

Total number of 0 0 0 0 0
targets partially

achieved
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Graph 1: Graphic illustration Q2 performance per KPA
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Il Total number of targets

W Total number of targets not applicable

" Total number of targets applicable

Total number of targets achieved

Bl Total number of targets not achieved

I Total number of targets partially achieved
Analysis of Departmental 2022-23 SDBIP

The approved departmental SDBIP is made up of 119 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.
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The performance summary is based on the 83 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:

® A total target of 75 performance indicators and its corresponding targets were achieved (from the 83
performance indicators and targets due for reporting at the end of first quarter) This accounts for 90.3%
target achievement while 7 performance indicators and its corresponding targets were not achieved,
translating to 8.4% negative variance. A total number of 1 performance indicators and its corresponding

targets were partially achieved, translating to 1.2%.
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FEZILE DABI DISTRICT MUNICIPALITY Fezile Dabi

District Municipality

ECOMMENDATIONS

It is hereby recommended that, in line with Regulation 5 of Schedule C- of the Municipal Budget and Reporting
Regulations, 2009- the following resolutions are presented:
¢  That the Municipal Council note the Mid-Year Budget and Performance Assessment Report referred to in
terms of Section 72 of the Local Government: Municipal Finance Management Act 56 of 2003,
*  That based on this report, an Adjustment Budget be prepared and submitted for approval by the Municipal
Council no later than 28 February 2023.

END
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