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MID — YEAR BUDGET AND PERFORMANCE ASSESSMENT REPORT FOR 2023/ 24
FINANCIAL YEAR: JULY 2023 - DECEMBER 2023

REPORT OF THE MUNICIPAL MANAGER:

1.

STRATEGIC GOAL

Sound Financial Management
PRIORITY ISSUE
Financial Management
LEGISLATIVE CONTEXT

In terms of Section 72 (1)(a), of the MFMA (56 of 2003) the accounting officer of a
municipality must, by 25 January of each year: -
(a) Assess the performance of the municipality during the first half of the
financial year, taking into account

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

(ii) The municipality’s service delivery performance during the first
half of the financial year; and the service delivery targets and
performance indicators set in the service delivery and budget
implementation plan.

(iii) The past years annual report and progress on resolving
problems identified in the annual report.

Further, paragraph (b) states that the accounting officer must then submit the
assessment as indicated in paragraph (a) to: '

The Executive Mayor

The National Treasury

The Relevant Provincial Treasury

Regulation 34 of the Municipal Budget and Reporting Regulations as contained in the

MFMA (56 of 2003).
Regulation states as follows about the publication of mid — year budget and

performance assessment:
(1) Within five working days of 25 January each year the municipal manager

must make the mid — year budget and performance public by placing it on
the municipal website.

(2) The municipal manager must make public any other information that the
municipal council considers appropriate to facilitate public awareness of
the mid — year budget and performance assessment including-

(a) Summaries in alternative languages predominant in the
community; and
(b) Information relevant to each ward in the municipality.

PURPOSEOF THE REPORT

The purpose of this report is for Council to consider the assessment of the
performance of the annual budget and the achievements and/non achievement of the
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FINANCIAL IMPLICATION

The budget approved by the council on 13 December 2023 under resolution no: TH
— NDC 159/12/2023 is proposed to be adjusted as follows:

The revenue budget under accrual basis will be increased by 1.00% from a budget of
R 1.0 billion to an adjusted budget of R 1.3 billion, increased by R 130.2 which is
1.00 percent. The reason(s) for the increase is because of the additional consumers
added to the system for billing purpose this affected the actual to be more than the
projected revenue.

The revenue budget under cash basis will be decreased by -1.32% from a budget of
R 907.6 million to an adjusted budget of R 895.8 million, will be decreased by an
amount of (R 11.8) million.

The total operational expenditure under proposed adjustment budget under accrual
basis will amount to R 1.3 billion excluding capital budget of R 241.1 million.

The total operational expenditure under proposed adjustment budget under cash
basis will amount to R 895.8 million including capital budget amount to R 241.1
million.

The proposed adjustment budget of the municipality will have a deficit amount
to R 134.2 million which will be funded from reserves.(R 788.9 million + R 241.1
million= R 1.0 billion less the total revenue of R 895.8 million which is equals to
R134.2 million)
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Property Rates

The actual year-to-date revenue received under property rates amount to R 30.2 million against
the mid-year budget amount to R 30.8 million which is 98.05 percent, and against year-to-date
budget is 49.43 percent. The billing is less than anticipated because of data cleansing done.

The mid-year performance indicates the projection under property rates will not be adjusted will
remain at R 61.1 million.

- Service Charges

The Actual year-to-date received under service charges amount to R 72.4 million against the
mid-year budget amount to R 69.3 million which is 104.47 percent which is more than the
anticipated collection, and against the year-to-date budget is 52.24 percent. The reason for high
percentage is because of additional consumers added in the system for billing purpose.

The mid-year performance indicates the projection under service charges will be increased by
4.48 percent which amounts to R 6.12 million

- Other Revenue

The actual year to-date revenue received under other revenue amount R 119.8 million against
the mid-year budget amount to R 58.4 million which is 205.14 percent, and against year-to-date
budget is 103.19 percent. The reason for high percentage is because of interest charged on
account which were not charged previously.

The mid-year performance indicates the projection under other revenue will be increased by
19.14 percent which amounts to'R 123.5 million

- Grant and Subsidies

The actual year-to-date revenue received under transfers and subsidies amount to R 437.1
against the mid-year budget amount to R 289.2 million which is 149.06 percent, and against
year to-date budget is 74.60 percent.

The transfers and subsidies will adjusted by an amount of R 25.0 million from capital transfers
which was funding INEP, this means that it will be transferred from capital to operational

budget.



7.1.3 Collection Rate under Services Charges

The collection rate of the municipality for the past six months amount to 15.91 percent which
is calculated as follows:

Billing for Six Months (July 2023 — December 2023) R 27.0 million / R 169.8 million = 15.91
percent
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Property Rates

The year to — date collected actual amount to R 19.6 million against the year to —date budget
amount to R 6.5 million which is more than the projected revenue percentage by 51.94 which
amount to R 13.1 million. The reason(s) for high percentage is because of the payments .
received from the Departments of Public Works and Rural development

This means that there will be an increase of budget by an amount of R 25.3 million under
this source of revenue.

- Service Charges

The year to — date collected actual amount to R 4.5 million against the year to —date budget
amount to R 28.6 million which is less than the projected revenue percentage by -84.7
percent which amount to (R 24.1) million

This means that the will be a decrease of the budget by an amount of R 48.4 million under
this source of revenue. The reason for less collection is because of non — payments of
services consumers.

- Other Revenue

The year to — date collected actual amount to R 14.4 million against the year to —date budget
amount to R 22.4 million which is less than the projected revenue percentage by -35.71
percent which amount to (R 10.0) million The reason for less collection is because of non —
payments of services consumers.

This means that the will be a decrease of the budget by an amount of (R 16.0) million under
this source of revenue. The revenue collected from DLTC as agency fees still sitting under
liability no reconciliation has been done in order to recognise the revenue, the projected
revenue amount to R 10.6 million based on the previous information of revenue received and
it will be decreased by an amount of (R 1.9 million)

- Grant and Subsidies

The actual year-to-date revenue received under transfers and subsidies amount to R 437.1
against the mid-year budget amount to R 289.2 million which is 149.06 percent, and against
year to-date budget is 74.60 percent.

The transfers and subsidies will adjusted by an amount of R 25.0 million from capital transfers
which was funding INEP, this means that it will be transferred from capital to operational
budget.

Comments

The total actual revenue for the mid — year from 15t July to 31 December 2023 amount to R
641.0 million against the mid — year budget of R 468.5 million which is 136.82 percent

The revenue budget under cash basis will be decreased from a budget amount to R 907.6
million to a budgeted amount to R 895.8 million which is 1.32 percent amount to (R 11.8)
million. Attached hereto as ANNEXURE “A” the Mid — Year Assessment for 2023/24
Financial Year (July 2023 — December 2023)



The Statement of Financial Position and ratios as at 31 December 2023 is as follows:
Key Ratio’s
Current Ratio

The current ratio of the municipality amount to 2.2 percent which is above the norm of 1.0
percent as per AFS submitted to AG; this means that the municipality will be able to pay its
monthly creditors or commitments. Also the municipality will be able to operate within the
budget approved by the council.

Acid Test Ratio

The ratio of 2.2 indicates that the Municipality is able to pay their current liabilities. This
means that the municipality is able to operate within its budgeted amount.

Solvency Ratio

One of many ratios used to measure a company’s or institutions ability to meet long
term obligations; currently the ratio is sitting at 1:0.

Comment

The Municipality has a positive ratio on Current and Acid Test ratio even if it is still
depending on the Grants from National Treasury.

Grants

The following graph indicates the status of operational grants from National
Government as non-exchange revenue.

Non-Exchange Revenue: Transfer Recognized
Operational_December 2023
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The following graph indicates the status of Capital grants from National Government
as non-exchange revenue.

Non-Exchange Revenue: Transfer Recognized
Capital_December 2023

ACTUALYTD — 154 627 000

PLANNED DECEMBER 121 779 000
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Debtors Age Analysis by Customer Group:-

Organ of State R 228.8 million
Commercial R 109.3 million
Households R 1.7 billion
Other RO

Total R 2.1 billion

The collection rate of the municipality from 15t July to 315 December 2023 amount to 15.91
percent against the billed amount. (R 27.0 million/R 169.8 million = 15.91%)
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Employee Costs

The total budget for employee costs amount to R 195.7 million and year to date actual
expenditure amount to R 78.9 million which is 44.50 percent and is less than the anticipated
by 5.5 percent. The reason for less expenditure is because appointment done during the
year and also vacant positions

The adjustments made on the budget were done by decreasing other line item/ segment and
increase those need budget, this means there will be no additional funds added to the

budget.
- Remuneration of Councillors

The total budget for remuneration of councillor's amount to R 29.3 miillion and year to date
actual expenditure amount to R 14.6 million which is 50.0 percent.

- Finance costs

The total budget under this line item amount to R 0 and year to date actual expenditure
amount to R 0 which is 0 percent

- Inventory Consumed & bulk purchase

The total budget for Inventory Consumed & bulk purchase amount to R 74.7 million and year
to date actual expenditure amount to R 88.0 million which is 84.89 percent. The invoices for
December 2023 will be paid during January 2024

Transfers and subsidies

The total budget under this line item amount to R 250 thousand and year to date actual
expenditure amount to R 0 which is 0 percent

- Other expenditure

The total budget for other expenditure amount to R 118.6 million and year to date actual
expenditure amount to R 257.3 million which is 46.09 percent which is less than the
anticipated actual expenditure by 3.91 percent. The less expenditure incurred is because the
journals for provisions are not done.

Overall Operational Budget under Accrual Basis
The overall operational budget of the municipality will be increased from a budget amount of
R1.0 billion to R 1.1 billion which is 1.94 percent increase.

Overall Operational Budget under Cash Basis

The overall operational budget of the municipality will be increased from a budget amount of
R 727.2 to R 788.9 which is 7.82 percent increase.
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8.5 Mid -Year Institutional Performance Report for the 2023/ 2024 financial year ending
December 2023

This report serves as the Mid -Year Institutional Performance Report for the 2023/ 2024
financial year ending December 2023. It provides effective and informative feedback on the
performance level achieved (accumulative reporting) against the targets as laid out in the
IDP and SDBIP Scorecards. In the case of under-performance, the respective concerns or
mitigating reasons are highlighted and detail pertaining to the relevant measures taken to
address these challenges are included thereto.

The overall performance for the Thembisile Hani Local Municipality is based on a composite
Performance Scorecard of each Department comprising of all indicators and projects
inclusive of the IDP and SDBIP.

The overall accumulative Institutional performance score achieved for the Mid-Year
Performance Report of 2023/2024, ending 31 December 2023(July to December) is 74%

The following table represent the comparison for the Institutional Mid-Year performance per
KPA for current and previous financial year.

Mid-year Mid-year
Institutional Performance — KPA’s 2022/ 2023 2023/ 2024
KPA 1: Municipal Transformation and Institutional 64% 86%
Development
KPA 2: Good Governance and Public Participation 97% 84%
KPA 3: Local Economic Development 92% 80%
KPA 4: Municipal Financial Viability—and Management 94% 93%
KPA 5: Basic Service Delivery 60% 75%
KPA 6: Spatial Rationale 75% 60%
Overall Attainment - 79% 74%

RECOMMENDATIONS BY THE MUNICIPAL MANAGER:

8.6  THAT the mid — year budget and budget and performance assessment as table in
terms of section 72 of the Municipal Finance Management Act, (Act 56 of 2003) be
considered.

8.7  THAT the 2023/24 annual budget be adjusted during February 2024 as per the mid —
year assessment.

8.8 THAT the procurement plans for 2023/24 be aligned with the planning as per the
adjustment budget

8.9  THAT the mid — year budget and performance assessment report be submitted to
National and Provincial Treasury on the 25 January 2024.
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1. INTRODUCTION

In terms of Section 72(1) (a) and 52(d) of the Local Government Municipal Finance Management Act No. 56 of 2003
(MFMA) the Accounting Officer must by 25 January of each year assess the performance of the Municipality during
the first half of the financial year. A report on such assessment must be in terms of Section 72(1) (b) of the MFMA

be submitted to the Executive Mayor, Provincial Treasury and National Treasury.

These assessments are to provide a high level report regarding the state of budget implementation. In terms of
section 72 (3) of the MFMA the Accounting officer must, as part of the review make recommendations as to whether

an adjustments budget is necessary.

The purpose of this report is to give feedback regarding the performance of Thembisile Hani Local Municipality as
required through the MFMA. The information in this report is based o the SDBIP as developed for the financial year
2023/ 2024. The plans were developed to reflect cumulative perfofmance, therefore the status of indicators are

reflection of the overall performance level achieved year to date.

This report is based on the information received from each department for half assessment of performance ending
December 2023. This is high level report based on score obtain through a process whereby actual information per
Key Performance Area (KPA), strategic objective, programme and the align Key Performance Indicators are
compared to the budget and initial planning included in the 2023/ 2024 Integrated Development Plan.

Overall performance for Thembisile Hani local Municipality is based on the Departmental Performance plans which

is include of all SDBIPs in terms of the contribution made by each Department,

3 Thembisile Hani Local Municipality — 2023/ 2024 Mid-year budget and performance assessment
report



1. DEVELOPMETAL OBJECTIVES (INCORPORATING THE IDP)

The Municipality remains committed to the Strategic Objectives as was approved by Council in 2022-2027 IDP.
The amendments made in this document is on the basis that certain elements out of the objectives have been
emphasised for implementation in the medium term to respond to the emerging developments and to accelerate

delivery on key areas of performance for the Municipality. The following are the Municipal Strategic objectives:

SO 1: To provide households with basic services including water, adequate sanitation, adequate public lighting and
accessible roads

| SO 2: To create integrated and sustainable human settlements through the proactive planning and development of land ]

I SO 3: To create a safe, clean and healthy environment conducive for social development and recreation J

SO 4: To improve the financial status of the municipality through prudent budget planning, stringent financial management
and improved revenue collection

l SO 5: To create a conducive environment for economic development, investment attraction and job creation. I

| SO 6: To improve organizational efficiency and promote a culture of professional conduct in order to render quality services |

| SO 7: To deepen democracy and promote active community participation in the affairs of the institution I

4 Thembisile Hani Local Municipality — 2023/ 2024 Mid-year budget and performance assessment
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2. EXECUTIVE SUMMARY

This report serves as the mid-year institutional performance report for the financial year 2023/ 2024 starting 1st of July to 31t
of December 2023. It provides feedback on the performance level achieved year-to-date against the target as laid out in the

SDBIP. Where under performance has been experience the respective concemns or mitigating reasons are highlighted and
detail pertaining to the relevant measures being implemented or those that need to be addressed are included therefore.

KEY PERFORMANCE AREA TOTAL NO. OF TARGETS | TOTAL ACHIEVED NOT ACHIEVED
FOR MID-YEAR
No % No % No %
1. Municipal Transformations and Institutional 14 100% 12 86% 02 14%
Development _
2. Good Governance And Public Participation 37 100% 31 84% 06 16%
3. Local Economic Development 15 100% 12 80% 03 20%
4. Municipal Financial Viability and Management 29 100% 27 93% 02 7%
5. Basic Service Delivery
a. Technical Services 59 100% 32 54% 27 46%
b. Social Services 15 100% 12 80% 03 20%
6. Spatial Rationale 05 100% 03 60% 02 40%
TOTAL 174 100% 129 74% 45 26%

Success rate:

Thembisile Hani Local Municipality’s overall performance on planned targets for the half year is 74% achievement.

m \@’ g

A4

D.J.D Mahlangu
Municipal Manager

Date: /2 /J/ /2<) <4
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