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1. Purpose of the Mid-Year Report
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The purpose of this report is to comply with Section 52 (d) and Section 72 of the Municipal
Finance Management Act 56 of 2003, and Section 33 of the Municipal Budget and Reporting
Regulations as promulgated in the Government Gazette No 32, 141 of April 2009, which
requires the municipality to assess its performance for the first half of the financial. The
assessment must include financial and non-financial affairs and report be submitted to the
municipal council and to sector departments.

2. Legislative Background

Section 72 of the Local Government Municipal Finance Management Act, Act No. 56 of 2003
(MFMA) provides that the Accounting Officer must by 25 January of each year assess the
budget and performance of the municipality during the first half of the financial year. An
assessment report in accordance with Section 72(1) (b) of the MFMA be submitted to the
Mayor, Provincial Treasury and National Treasury. The assessment report must detail how
the municipality has performed in terms of its revenue collection and budget implementation.
Furthermore, the assessment needs to detail how the municipality has performed in terms of
its service delivery targets as documented in the approved Service Delivery and Budget
Implementation Plan. The Mayor needs to consider the report and submit the report to Council
by 31 January in terms of Section 54 of the MFMA. The mayor’s report to council must have
recommendations on whether the budget adjustments will have to be tabled in council.

2.1. State of the Municipality’s Finance
2.1.1. Short term viability and Long term viability

The National Treasury uses 13 indicators to assess long term viability. In order to be viable in
the long term, the Treasury requires municipality’s’ to meet at least 7 indicators with meeting
the norm of the two liquidity ratios at the same i.e. current ratio and cash coverage ratio. The
municipality has met 10 indicators as tabulated below. The current ratio was achieved while
the municipality falls short of the cash coverage ratio. The cash coverage ratio essentially
measures the cash reserves available to meet fixed commitments in the event that the revenue
projections do not materialise.

Therefore, it is essential that all SBUs contained their costs within the allocated budget while
finding innovative measures to save costs. All relevant revenue generating SBUs will have to
ensure that the revenue base is increased by eliminating the challenges preventing revenue
generation. These indicators will serve as a cornerstone to our budgeting principles and will
be closely monitored. :

The emphasis going forward will be budgeting for a cash surplus (revenue generation and
cost containment/efficiencies) to ensure that the cash coverage ratio is met within the norm
as this is the only ratio that is preventing us from being categorized financial viable in the long
term.
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SHORT-TERM & LONG-TERM FINANCIAL SUSTAINABILITY

Category Indicator | Indicator Norm 2024/25 Status
No
1 Cash equivalent | Positive situation | R848 024 313 | Compliant
position
Z%':ﬂ:iNCE 2 Cash loss | Funded position | R848 024 313 | Compliant
applications
Cash coverage 1 to 3 months 2 months Compliant
Repairs and | 8% 2% Non-
Maintenance compliant
5 Asset 40% of CAPEX | 21.20% Non-
renewal/rehabilitati compliant
ASSET on expenditure
0, 0, -
MANAGEMENT 6 Asset N renewal/ | 100% 13.10% Non .
AND depreciation compliant
SUSTAINABILITY 7 Total CAPEX as | 10%-20% of total | 12% Compliant
percentage of total | capex
expenditure
Liquidity ratio 1 2.68 Compliant
Debtors days 30 155days Non-
compliant
10 Creditors days 30 30 days Compliant
11 Debt VS total | 45% 28% Compliant
operating revenue
ASSET/LIABLITY 12 Current ratio 1.5 2.82 Compliant
RATIOS 13 Solvency ratio 11 0.1 Compliant
o Compliant 8

e Non-compliant 5
o Total indicators 13

3. Indigent Support

The municipality has made a total budget of R 281 700 402 as part of indigent and social
package alleviation programme to the community of Polokwane Municipality who are
deserving. Further to the subsidy, the indigents balances prior to qualifying as indigents are
written off. Indigents household meters are to be on prepaid mode to avoid over usage that
cannot be paid over the subsidy.

The municipality is further reviewing the indigent register with the intention of ensuring only
valid applicants receive indigent benefits. Those that don’t qualify or no longer qualify will be
subject to the Council approved tariffs for services rendered.
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4. Budget Performance Analysis

4.1. Revenue

4.1.1. The Actual Performance against the forecast

The financial results for the period ending 31 December 2024 are summarised as

follows:
2023/24 Budget Year 2024125

DRERESE o:ti:ﬁe Original Budget Ad;::t;::m Monthly Actual YeaAr:;aD:te %

Total Operationat Revenue 4537312761 | 5302511078 | 5411700370 766987750 | 2802496335 53%
Capital fransfers recognised 774106 889 708 358 003 674 558 003 75672898 295 946 650 42%
Total Revenue 5311419650 | 6010869081 | 6086258373 842660648 | 3098442985 52%
Total Expenditure 5378584656 | 5140212955 5226706901 469187335 | 2696740 546 52%
Surplus/ (Deficit) for the year {67 165 006) 870656 126 859 551 412 373473313 401702439 46%

Actual revenue billed which includes grants and other direct income as at 31 December 2024
amounts to R 3 098 442 985 of the adjustments budget of R 6 086 258 373. Past performance
as at December 2023 (2023/24) R 2 904 791 478 (51%).

Revenue by source

Description 2023/24 Budget Year 2024/25
Audited Original | Adjusted | Monthly YearTD
[aoneands Outcome Budget Budget actual actual A
Revenue
Exchange Revenue
Service charges Electricity 1368903 | 1984455 | 10984455 131490 754 830 38%
Service charges Water 208432 | 382 411 382411 24 619 129 394 34%
Service charges Waste Management 142 912 156 158 150 139 13552 81608 54%
Service charges Waste Water Management 170742 150 139 156 158 15429 91177 58%
Sale of Goods and Rendering of Services 21211 14 902 14 902 2330 14 600 98%
Agency services 26 227 33 467 33467 1724 12 052 36%
Interest eamed from Receivables 96 290 93 759 93759 7177 43 456 46%
Interest earned from Current and Non Current Assets 48178 42 987 42 987 11094 34 593 80%
Rental from Fixed Assets 40 961 13138 13138 3567 | 15 374 117%
Licence and permits 13 597 15 263 15 263 (409) 17 035 112%
Operational Revenue 7621 40 993 40 993 1617 5896 14%
NonExchange Revenue
Property rates 602556 | 641116 641 116 56 297 354620 55%
Fines, penalties and forfeits 40 979 44 152 44 152 2400 16 975 38%
Licences or permits - 3 3 - - 0%
Transfer and subsidies - Operational 1538725| 1666130 | 1775319 491168 | 1201677 68%
Interest 55412 23 440 23 440 4937 29 211 125%
Gains on disposal of Assets 64 568 - - 0%
Transfers and subsidies - capital (monetary allocations) 774 107 708 358 674 558 75673 295 947 44%
Total Revenue B 5311420 | 6010869 | 6086 258 842 661 | 3098443 _51%]

The reasons for variances are tabled as follows:
Revenue Source Reasons for variances
Service charges — The reason for the decrease is attributable to consumers using
Electricity alternative energy sources and non and low payment of
electricity bills from customers resulting in termination of
services which reduce the consumption by customers. Another
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Revenue Source

Service charges — Water

Service charges - Waste
Water Management

Service charges - Waste

management

Property Rates

Rental from
Assets

Agency Services

Fixed

Reasons for variances

factor is the shortage of meters which lead to technicians to
bypass faulty meters.

The variance for the month of December 2024 is at minimal as
attribute to fixed charges that are billed on faulty meters and the
project of installing smart water meters of which consumption for
water consumed, is paid immediately when electricity is
purchased.

The increase in Service charges -Waste Water Management is
due to the high amount of Sanitation billed. The increases are
attributable to the work in progress as zoning on properties are
being verified and adjustments made to accounts. The
completeness exercise is to ensure alignment between billing
and zoning.

This is because of the rebate that had been corrected in the
month of December 2024. The normal monthly increase is
attributable to the work in progress, as zoning on properties is
being verified and adjustments made to accounts. The
completeness exercise is continuing to ensure alignment
between billing and zoning.

Revenue from property rates for December 2024 is ahead of
planned projections. The increase is attributable to the
assumptions over development and growth within the municipal
jurisdiction, i.e. growth and development occur throughout the
year. The completeness includes reconciling the valuation roll to
land parcels and to the billing system, also ensuring the property
categories on the valuation roll are the same as the category on
site and that property valuation is market related as prescribed
by the Local Government: Municipal Property Rates Act 6 of
2004 as amended.

There was an increase in the rental of municipal facilities due to
rental of more municipal investment property. This is expected
to increase due to marketing and facility commercialization.

The underperformance of the agency fees can be explained by
a percentage of the overperformance in licences and permits.
This is because the licence office receipts all licences issued
under “licences and permits” irrespective of whether it meets the
definition of “agency fees” or “licences and permits”. This
misallocation is only attributable to the December 2024 month
as all previous months have been corrected. A correcting journal
will be passed during January to reflect the true amounts for both
"agency fees" and "licences and permits” once all verification
processes for December 2024 are complete.
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4.2. Expenditure

4.2.1. Actual Performance Expenditure

Operating expenditure for the period ended December 2024 amounts of R 2 696 740 546 is
(52%) against adjustments budget of R 5 226 706 901. Past performance as at December
2023 (2023/24) R2 934 504 612 (64%).

Description 2023/24 Budget Year 2024/25
Audited | Original | Adjusted | Monthly | YearTD
R Outcome | Budget | Budget actual actual y’
Expenditure |
Employee related costs [ 1104282 | 1341147 | 1345757 94045 | 547109 41%
Remuneration of councillors 43 877 47 455 47 455 34379 52100 110%
Bulk purchases - electricity 1018199 | 1303666 | 1303666 85 461 548 699 42%
Inventory consumed 275699 | 328513 328 513 18 321 144 007 44%
Debt impaiment U7 769 | 162447 162 447 0%
Depreciation and amortisation 1146713 | 386920 386 920 96812 583398 151%
‘Interest 50 808 42724 42724 - 3209 8%
Contracted services 961691 | 978400 | 1025047 | 112745| 570157 56%
Transfers and subsidies 15 480 10480 44 980 40 10089 22%
Imecoverable debts written off - 124 473 124 473 2314 66 372 53%
Operational costs 290927 | 413979 414724 25069 171 236 1%
Losses on disposal of Assets 123138 | - - 365 0%
Total Expenditure 5378585 ' 5140213 | 5226707 | 469187 | 2696741 | 52%

The reasons for variances are tables as follows:

Expenditure by Type Reasons for variance J
Employee related The variance is due to vacant posts that have been budgeted for |
cost | and not yet filled. |

Bulk Purchases

Invoices from Eskom and Lepelle Northern Water were received
late resulting in some invoices not being captured.

Irrecoverable debts

written off

The were more applications from indigents which qualified for debt
write off as per the indigent policy.

Depreciation

The total depreciation calculation is performed and assessed at
year end in line with accounting policies.

Finance charges

Loan agreements stipulate that payments are made twice a year
(Bi-annually). Payments of loan is paid in July and January each
year.

' Grants & Subsides Paid

This expenditure is dependent on needs and requirements of R-A
Tranches are transferred on request.

Other Materials This expenditure is dependent on needs and requirements of

departments for materials. ]
Remuneration of | The new grading of Level 6 for the municipality resulted in high
Councilors backpay packages.

Contracted Services

| Contracted services remained in line with budget.
All directorates have compiled a cash flow activity plan to manage
contracted services and are required implement a plan to utilize
more internal staff and find other cost-effective methodsto contain
costs e.g. a consultant reduction plan. |
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4.3. Expenditure Management

All creditors were current and not overdue with utilities paid on time up to the mid-year.

Description ol BN Budget Year 2024/25 o glln e Prior year
totals for
0- 31- 61- 91- 121- 151- |181 Days-| Over1 Total chart (same
R thousands 30 Days 60 Days |90Days: 120Days |150 Days|180Days| 1 Year Year period)
Creditors Age Analysis By Customer Type
Bulk Electricity - - - - - = S = = 86749
Bulk Water - - - = S . . = = 20 895
PAYE deductons - - - S = - - = - -
VAT {output less input) - - - - - - - - - -
Pensions / Retrement deductons - - - - - - . - - -
Loan repayments - - 5 s - - - - - -
Trade Credibors 10148 - - - - - - 10148 26 289
Audibor General - - - s 5 & = - - -
| Other - - - - - - - - -
|Total By Customer Type 10148 - = . = - - - 10148 133933

Creditors Age Analysis By Customer Type

Eulk
Bulk Water Electricity
0% 0%
Trade
Creditors

100%

Bulk Electricity Bulk Water Trade Creditors

The bulk electricity and water balances were excluded from the creditors' age analysis as the
relevant invoices had not been received by the time the month-end process was finalized.
Upon eventual receipt of the invoices, the following balances were reflected:

Eskom: R100 367 957.85

Lepelle Northern Water: R27 697 813.03

4.4 Capital Expenditure Programme

4.4.1 Actual Capital Performance

Capital expenditure for the period ended December 2024 amounts to R 414 255 675 including
VAT (45%) against adjustments budget of R 925 527 912 including VAT. Past performance
as at December 2023 (2023/24) R 466 236 321 (51%).

The capital budget funding breakdown as at 31 December 2024 is tabulated as follows:
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5. Overall Challenges

6. Staff Expenditure

Poor performance of service providers leading to delays.
Delays in approvals of technical reports.
Disruption of projects by labourers and community
Delays on allocation of service providers by SCM

The municipality is reporting the mid-year expenditure on staff benefits in terms of section 66
of the MFMA. The expenditure includes staff salaries, wages, allowances, and benefits.

Budget Year2024/25
Summary of Employee and Councillor . .
remuneration Original Budget Adjusted December YTD Actual AalabE %Spent
Budget Budget
Councillors (Political Office Bearers plus Other]
Basic Salaries and Wages 30534770 30447954 | 24261770 35405124 |- 4957170 116%
Pension and UIFContributions 4346 960 4346 960 3293776 4877309 |- 530349 112%
Medical Aid Contributions 369 656 456 472 32903 189571 266 901 42%
Motor Vehicle Allowance 7 251663 7349 367 6423321 9435985 |- 2086618 128%
Cellphone Allowance 4499309 4499 309 338400 2021977 2477332 45%
Other benefits and allowances 452 696 354992 | 28 530 169 753 185 239 48%
SubTotal-Councillors 47 455 054 47455054 | 34378700 52099718 |- 4634664 110%
%increase
SeniorManagersoftheMunicipality
Basic Salaries and Wages 16 146 552 17 792 820 937 106 5113597 12679223 29%
Pension and UIF Contributions 3278174 3551708 161 814 902 575 2649133 25%
Medical Aid Contributions 700 811 743 198 26 606 143 329 599 869 19%
Performance Bonus - - - - s
Motor Vehicle Allowance 3748056 4127964 208 949 1171349 2956 615 28%
Housing Allowances 1113320 1301818 93 819 529 566 772252 41%
Other benefits and allowances 157479 157 479 H 40420 117059 26%
SubTotal-SeniorManagersofMunicipality 25144 392 27 674987 1428 295 7900 836 19774151 29%
%increase [
OtherMunicipalStaff
BasicSalaries and Wages 791723485 786691002 | 53668246 | 311216354 | 475474648 40%
Pension and UIF Contributions 183 011283 179051 272 10485975 62241905 | 116809367 35%
| Medical Aid Contributions 55 693 358 55693 358 4142 367 25359430 30333928 46%
Qvertime 57280038 57280038 5382328 37 053 266 20226772 65%
Perfarmance Bonus 86 436 812 21032 840 - - 21032840 | 0%
Motor Vehicle Allowance 76 356 659 76 556 659 6100376 33547881 43008778 44%
Cellphone Allowance 144 512 144512 2715 16 291 128 221 11%
Housing Allowances 10414 872 10 548 045 422704 3033114 7514931 29%
Other benefits and allowances 8299119 84348414 8138753 38 843 067 45505 347 46%
Payments in lieu of leave 20 359 549 20359 549 2384 758 19524931 834618 96%
Long service awards 10348726 10348726 168 746 949 476 9399 250 9%
Acting And Post Related Allowance 9433861 9527 492 527350 3344 809 6182683 35%
Post-retirement benefit obligations 6 500 000 6 500 000 692 667 4078011 2421989 63%
SubTotal-OtherMunicipalStaff 1316002274 | 1318081907 | 92616984 | 539208536 | 778 873371 41%|
TotalParentMunicipality 1388601720 | 1393211948 | 128423979 | 599209090 | 794002858 43%|
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7. Supply Chain Management

Awarded 297 single and multi-year bids to the value of R1 238 862 824.7 to service providers.
The Municipality has awarded 297 contracts to the value of around R1 238 862 824.7 as at
31st December 2024, which are single and multi —~year Projects. These awards were mainly
awarded to tax complaint companies, which amounts to 100% of all awards. As at 31t
December 2024, the Municipality did not enter any contract beyond three (3) years as part of
Section 33 of the MFMA.

In compliance with Circular 62 and 68 of the MFMA issued by the National Treasury, the
Municipality has necessary measures to appoint service providers either on unsolicited
process or Section 32 of the MFMA SCM Regulations of 2005. The SCM Forward Planning in
terms of Demand Management has been improved with increase in capital performance from
the prior year of 45% (37% achieved in the prior mid- year). The major Projects which relate
to the current year were advertised well in advance in the previous financial year. All awards
were made in compliance to the SCM regulations.

8. Debtors Analysis

Description Budget Year 202425
0-30Days | 31-60Days | 61-90Days | 91-120Days | 121-150Dys | 151-180 Dys | 181 Dys-1¥r| Overi¥r Total
R th ds
Debtors Age Analysis By Income Source
Trade and Oter Receivables from Exchange Transactons - Water 25621 9608 11128 5786 5291 4869 4437 260777 327517
Trade and Other Receivables from Exchangs Transactons - Electricly 84977 15 466 8258 7683 7588 5176 4952 135366 269 467
Receivables from Non-exchange Transaclons - Properly Raes 54034 20756 15 48% 12653 12308 10736 9046 3094 350 529372
Receivables from Exchange Tr - Waske Water M 17016 7698 5749 4950 6440 4848 3827 98988 149515
Receivables from Exchange Transaclions - Wask Management 14992 7282 5725 4970 4708 4754 3857 128945 175233
Receivables fom Exchange Transactions - Properly Rental Debiors - - - - - - - 104 104
Intereston Arrear Deblor Accounts 12826 12488 12073 11839 11544 11340 11125 382370 465605
Other . 3912 4118 3270 2195 1688 3302 2054 104522 | 125062
|Total By Income Source 213378 77 418 61692 50075 49 568 45024 39208 | 1505422 | 2041874
12023124 - totals only 185 297 79778 60011 54147 43752 62544 40 809 1440283 | 1972221
|Debtors Age Analysis By Customer Group |
Organs of Stae , 24157 11030 13 064 7737 7968 I 7653 6811 223904 302323
Commercial 93826 18760 1077 9149 10379 | 7154 6966 254836 412148
Households 95394 47628 37551 33189 21| 30217 25521 1026682 | 1327402
Ofer - - = - -1 - N - -
ITotal By Customer Group 3378 11418 61692 50 075 49568 | 45024 39298 1505422 | 2041874

9. Councillors on arrears on their Municipal Accounts

Account No |Compay Rule|Payment |Current |Arrears Total Ageing
11823755 |Councillor R3 000| R2 808.04| R41 196.60| R44 004.64|210+ Days
11080205 | Councillor R800| R3 581.06| R11928.81| R15 505.87|120 Days

R3 800 R6389.10 R53125.41 R59 514.51
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10. Creditors, Borrowings and Finance Leases

Description . Budget Year 2024/25 Prior year
[ totals for
0- - 61 - 9. 121 | 151 |181Days-| Overt | Total | chort (same
R thousands 30 Days 60 Days |90 Days: 120Days |150 Days|180Days; 1Year | Year period)
| |
Creditors Age Analysis By Customer Type '
Bulk Electiciy - 5 = = = = = = - 86749
Bulk Water - - - - - - - - - 20895
PAYE deductions - - - - - - - - - -
VAT (oufputless input) - - - - - - - - - -
Pensions / Retrement deduclions - - - - - - - - - -
Loan repayments - - - = = = N = - =
Trade Creditors 10148 = = = = s - | 10188 26289
Audibor General - - - - - - - - - -
_Oher = = = = = = - = - -
Total By Customer Type 10 148 - - - - - - - 10 148 133933
11. Consideration of Key Ratios (Performance Indicators)
No Description Basis for calculation YTD 315t | Benchmark
December
2024
1 | Gearing Ratio Borrowing/Total  projected | 28% 45%
[ income
2 Current ratio | Current asset/current | 2.74 1.5-2.1
liabilities
3 | Debtors’  collection | Receipts/billing 90% 95%- 100% (in
rate a good
| economic
environment)
4 Cash coverage ratio | Cash/fixed costs 2 months 1-3 months
5 Electricity distribution | % volume. Units purchased | 13% 7%-10%
losses and generated>Units
sold/units purchased and
generated
6 Water distribution | % volume. Units purchased | 25.9% 15%-30%
losses and generated>Units
sold/units purchased and
generated

12. Gearing Ratio

The municipality has 28% gearing as compared to national benchmark of 45% which indicates
that the municipality has the borrowing capacity. The projected revenue for the municipality
can repay the borrowed resources.

13|Page




13. Current Ratio

The municipality is currently at 2.74 as compared to the national norm of 1.5:1 which
demonstrates the capacity to pay its current obligations if they fall due at any specific time.

14. Electricity distribution losses (Energy Services)

The electricity losses for the period 1st July 2024 to 31st December 2024 was13% as reported
by the Directorate Energy Services. The losses happened in two ways, technical losses and
non-technical losses. Technical losses happen on during the transmission process, that is
inherent resistance of conductors to conduct electricity and it happens in transformers, that is
copper and iron losses. Non-technical losses happen due to bridged meters, unread meters,
wrong readings, meters not on the system, loading of networks and aged networks.

15. Water distribution losses (Water Services)

The water losses for the period 1st July 2024 to 31st December 2024 was 25.9% as observed
by the Directorate Water and Sanitation. There are two types of losses, that is technical losses
and non-technical losses. The technical losses are caused by bulk supply breakdowns and
normal pipe bursts. The non-technical losses are caused by bridged meters, unread meters
and wrong readings.

16. Debtors’ collection rate
The average collection rate to the mid-term is 90 %. The collection rate is within norm. This
improved collection rate is a result of intensive credit control measures that are in place,

together with the positive contribution from the appointment of debt collectors during the
current financial year.

17. Grant Funding (Actual)

Name of Grant Budget 2024/25
Actual a -
Division of Jgpafsqed expenditure | % Expenditure & Expe_ndlture
to 2 against Actual vs
R thousands Revenue LA B by against DoRA :
municipality ek N transferred Receipts
Act municipality allocation
amount

Neighbourhood Development Parinership Grant (NDPG) 44 984 40510 24292 54% 60% 60%
Integrated Urban Development Grant (IUDG) 413544 248 127 260 109 63% 105% 105%
Integrated Natonal Electrification Programme Grant {INEP) 12573 6 000 0% 0% 0%
Infrastructure Skills Development Grant (ISDG) 8000 4500 5145 64% 114% 114%
Public Transport Network Gran{ PTNG) 267 249 144 315 55 941 21% 39% 39%
Exiended Public Works Programme (EPWP) 6117 4 281 2185 36% 51% 51%
Regional Bulk Infrastructure Grant (RBIG) 126 013 126 013 64 486 51% 51% 51%
Financial Management Grant (FMG) 2 400 2400 1042 43% 43% 43%
Water Services Infrastructure Grant (WSIG) 76 000 56 000 28 242 37% 50% 50%
Municipal Disaster Recovery Grant (MDRG) 4765 953 332 7% 35% 35%
Energy Eficiency and Demand Side Management (Municipal) Grant - - - 0% 0% 0%
Human Setlement Development Grant 75 389 18953 - 0% 0% 0%
TOTAL GRANTS 1037 034 652 052 441775 43% 68% 68%
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18. Application for Roll-Over

Application for Unspent Conditional Grant Roll-over was submitted to National Treasury on
31st August 2024 in terms of Section 22(2) of the 2018 Division of Revenue Act for the

following:

e Roll-Over application: R 13 118 110

Grant Description Rollover Rollover Rollover Not

requested Approved Approved

Infrastructure Skills Development Grant 2 514 953 2 514 953 -
Public Transport Network Grant 4 352 349 - 4 352 349

Municipal Disaster Relief Grant 6 250 808 6 250 808 -
Total DoRA Allocations 13118 110 8 765 761 4 352 349

The unapproved amount of R4.4 million for the Public Transport Network Grant (PTNG) is
based on the following reason:

¢ The National Transferring Officer responsible for PTNG (Department of Transport)
does not recommend the approval of the rollover because the municipality has
sufficient funds in the current financial year to continue with implementation.

19. Institutional Performance Report as per the Service Delivery and Budget and
Implementation Plan for the first half of the year

The Institutional Performance Management report is attached as an annexure A to the report.
The Mid-Year report indicates challenges with regard to the implementation of the Capital
programmes that have a negative impact on the achievement of the basic service delivery
targets.

20. Summary of Mid-Year Performance per Key Performance Areas:

Total KPIs

Key Performance Area Total Achieved | Not Not
KPls Applicable Achieved | Applicable
Mid-Year
Basic Service Delivery | 21 13 11 02 08
Financial Viability | 20 18 18 00 102
Good Governance and |48 33 32 01 15
Public Participation
Local Economic | 13 12 09 03 01
Development
Municipal Transformation | 13 08 08 00 05
and Institutional
' Development
| Total 115 84 78 06 31 i

21. Summary of Mid-Year Performance: Capital Works Plan
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Name of KPA Total Total Projects | Mid-Year Not Achieved
Projects Applicable Achievements
Water and Sanitation 33 33 07 26
Energy Services 16 16 14 02
Roads and Stormwater 86 71 53 18
Transportation Services 11 8 02 06
Community Services 55 54 35 19
Corporate and Shared Services | 11 10 10 -
Planning and Economic | 02 01 01 -
Development
Chief Operation Officer 01 01 01 -
Total 215 194 121 77
Total in % 100% 100% 61% 39%

Polokwane Municipality is experiencing project management challenges which have an impact
on the implementation of projects. The challenges include projects that exceed their
implementation timeframe. Further, challenges related to service providers not meeting their
performance due to cashflow challenges and community interruptions. To mitigate against
these challenges, the municipality is implementing and invoking the clauses of the signed
SLAs, termination of contractors and regular progress meetings.

22. Human Resources Development

The municipality has a total of 2521 budgeted positions as per the approved organogram of
which 1993 positions are filled and 528 vacant positions.

23. Past Year’s Annual Report (2023/24) and Progress on Resolving Problems Identified
in the Annual Report

The office of the Auditor-General has concluded the process of auditing the 2023/24 Annual
Financial Statements of the municipality and the Annual Performance Report. The process
was concluded on the 30" November 2024 and a signed report issued.

Auditor General raised the following issues:

Item Issues
Emphasis of Matters
01 - Material impairments
102 Water losses
03 Electricity losses
| 04 Contingencies
05 Restatement of corresponding figures ]
Other Matters )
06 | Unaudited Supplementary Schedules .
Audit on Annual Performance Report
07 Material Misstatements — material misstatements were in the reported
‘ performance information priority: Basic Service Delivery
' *Detailed Audit Report is attached as an Annexure
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Polokwane Municipality is in the process of finalising the Audit Action Plan. The Audit Action
Plan is now done on the National Treasury Web-Based System. The Audit Action Plan will
serve in council on the 30" January 2024.

Item | lIssues Management Actions

1 The annual report of the municipality was | Implemented. Corrected in the
prepared in all material aspects in terms of | 2023-24 Annual Performance
Circular 63, however the concern is on the high | Report
number of misalignments and omissions
identified in the Annual Performance Report.

I Annual report of the Municipality and its entity | Implemented. Reviews were
(PHA) was not properly reviewed, errors were | done by management, Internal
identified dufing probing through the annual Audit and Audit Committee.
report checklist template.

'3 Reported information was not reviewed prior | Implemented. Reviews were
submission to Council hence obvious errors | done by management, Internal
were detected by MPAC during probing | Audit and Audit Committee.
(recurring).

4 | Grantfunded projects are not completed in time | On-Going. The Municipality
and the municipality has lost Grant to the | applied for a roll-over amount of
amount of R17 245 152.97 due to unapproved | R13 118 110.00 and only R4.4
rollover (recurring). million was not approved under

| PTNG
5 The Municipality did not perform well in terms | On-Going. The performance as
of service delivery, projects which were of Mid-Year has improved from
planned to be completed in 2022/23 financial the previous year's performance.
year were not completed within the planned The municipality is currently now
timeframe as per SDBIP targets (recurring). at 78%. Performance is now
monitored monthly by
management.
8 The following findings from the Annual On-Going. Implementation of the

Performance Report were deliberated during
Public Hearing and the Executive Mayor
committed that the findings will be addressed
through management:

- Actual Performance not aligned to the

planned target.
Expenditure not aligned to the actual
performance, whereby completed
projects and projects in progress
reported R0.00 expenditures.

- Challenges and Corrective Measures
were not reported and others were
not addressing poor performance on
targets not achieved.

issues raised are monitored on
monthly basis by Management,
Portfolio Committees and
Mayoral Committee. Further
more monitored by APAC.
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ftem

Issues

Management Actions

Actual project expenditure not
reported

Projects expenditure exceeds the
allocated budget.

The revised budget was not captured
in the report portraying misalignment
of the budget against reported
expenditure.

24. Polokwane Housing Association Performance Mid-Year Budget and Assessment

241

Revenue

Rental of fixed assets is 63% less than the budget due to the fact that Annadale extension 2

is not yet tenanted or operational as envisaged.
Operational revenue which is admin fee is less than the budget by 99% as a results of admin

fee not charged due to Annadale extension 2 being not operational. New tenants are charged
admin fees.

Transfers and grants are 97% due to the request to pay for contracted services particularly
legal fees and Auditor General
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Polokwane Entity - Table F2 Monthly Budget Statement - Financial Performance (revenue and expenditure) - M06 - December

Description
R ”

2023724

|
|

Audited

Qriginal

Mdjusted

Monthly

YearTD actual

Budget Year 202425

YeaTD

YTD variance

T YTD varlance

Fuli Year
%

Revenue

Exchange Revenue

Serwce charges - Electkry

Service charges - Weser

Service charges - Waske Wamr Managemer.
Service charges - Wase Managemem
Saie of Goods and Rendering of Services
Agency services

hmetest

Imetest eamed from Reoetvables

treetes: eamed from Curres: and Non Curren Assets
Dividends

Rew:on Land

Renal fom Fixed Assets

Licence and permis

Operanonal Revenue

Non-Exchange Revenue

Propery raes

Surcharges and Taxes

Fines, penariez and forlees

Lioences ot perm3

Trangier and subsihes - Operaona
Imerest

Fuef Levy

Operzgona Revenue

3aina on dispoast of sse™

Other Gamz

DOrscondnuad Cperatond

Total Revenue (exchiding i
g fitire

Employes relded Coss
Renunsraaca of board members
Bulk purchaces - eecriory
Invenmry consumed

Dett npairment

Cepreaaion and asset MQamman:
Inerast

Conraced servies

Transiers and subsdhes
Irreccverabie debx wizen of
Dperasona cose

Lesses on deposa of Ases
Other Losses

16,016)

(40]

-63%

97%:

1

TE

11,7621
(142
ic)

34

12,307)
(2,500}
115

-24%
-19%

8% TEOC

1% 11.321

100% 5,000
6%

Total Expenditie

(6.252)

-28.4%

Surplus/(Deficit} T
Tranzkre and subskhes - capE3 (Monstary BICCEA0NS]

Transters and subsihes - capsa |in-kindi
Surplusi(Deficit) before taxation

(531)§

1,045

3,856

4,700

-111.8%
HOIVA! -

-503.0%

(631):

4,700
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Polokwane Entity - Table F4 Monthly Budget Statement - Financial Position - M06 -

December

Vote Description

R thousands

Ref

2023724

Budget Year 2024/25

Audited

Original

Adjusted

YearTD actual] Full Year

i

ASSETS

Current assets

Cash and cash equivalernis

Trade and other recervables from excharge ransacsons
Reoceivables from non-exchange ransacions

Current porson of non-current receivables

Inventory

VAT

Other current assess

12,320
24,260
5,229
23

(10)

21

12,320
i 34,350
5,299
223
{10)

21

Total current assets

52,004

52,004

Mon current assets

Invesroents

invesment propermy

FPropery, plant and equipmern

Biologica! asees

Livang and ncn-¥ving rescuroes

Hergage asses

Iangible asseis

Trade and other receivables from exchange ransactions
Non-current receivables from non-excharge Uansacsons
Other non-current assets

16,174}
489 848

Total non current assets

206,326

435 493

TOTAL ASSETS

348,330

440,127

LIABILITIES

Current liabilities

Bank overdrat

Financal abiises

Consumet depasks

Trade and cther payables from exchange tansaciens
Trade and czher payables from non-exchange ransacions
Provisien

VAT

Cxher current Eabilibes

Total current liabilities

Non current liabilitles

Financiat Eab#siez

Frowvigion

Long enr poreon of rade payables
Other non-current kabilies

Total non current liabilities

751

TOTAL LIABILITIES

12,835

33,798

33,798

NET ASSETS

439,203

314,533

314,533

COMMUNITY WEALTH/EQUITY
Aocumulated Surpiussi Delcr)
Regerves

xhar

320,504
117,788

228,238
72,312

308,688
117,788

225,238
78,318
1

TOTAL COMMUNITY WEALTH/EQUITY

438,293

426 476

! 303,556

24.2 General Expenditure

Employee related cost is 24% less than the budget due to the fact that the position of CEO
was only filled in October and the Company Secretary remains vacant to date.

Remuneration of board members is 19% less than the budget as a results of Board fees being
reduced from SAICA rates to national Treasury rates.

Contracted Services is - 41% less than the budget because of cash flow constraints, the entity

could not spend on maintenance
as anticipated.

Irrecoverable debts written Off is - 100% not spend because of the expenditure being

processed at year end.

20|Page



24.3 Summary of PHA Mid-Year Service Delivery Performance

KPA No of No of No of # Targets| #
targets as | targets Targets achieved | Targets
per APP applicable for not not
mid-year applicable achieved
for mid-
year
| Service Delivery 5 | 3 2 3 0 |
Financial Viability 6 | 5 - 1 2 3
Governance and 18 10 8 7 3
Transformation ) |
Total 29 | 18 11 12 06
“Total in percentage| 100% | 100% 38% 41% 21%

24.4 PHA Past Year’s Annual Report (2023/24) and Progress on Resolving Problems
Identified in the Annual report

The Office of the Auditor General completed the audit of financial statements and Annual
Performance Report for the financial year 2023/24 on November 30, 2024, and the signed
audit report was submitted to the entity.

The following findings were raised by the Auditor General

FINDINGS

ACTION PLAN

AFS not submitted by
the legislated date

A back-up of the CaseWare file will be saved on one drive where
both the parent municipality BTO and IT have access

Compliance
Expenditure
Management

The entity will adopt a more proactive approach to budget
planning. Ensuring that sufficient funds are allocated for creditor
payments is a key priority, especially given the recent cash flow
challenges that have affected the organization’s ability to pay
suppliers within the prescribed 30-day period. Moving forward, the
finance team will implement the following measures:1.  Enhanced
Budget Planning2. improved Cash Flow Forecasting3.
Compliance Monitoring

The number of new
fire hydrants procured
is not valid and
| accurate

Revising the Annual Performance Report

Limitation of sc_ope

Management plans to address the credit balances by
implementing the following process: Invitation to Debtors: Debtors
with credit balances will be invited to claim the amounts owed to
them. To initiate the claim, debtors must submit sufficient proof
supporting the amounts owed. Communication Channels: The
invitation will be disseminated through multiple platforms, including
notice boards, the municipal website, and newspapers, to ensure
broad outreach. Unclaimed Balances: For balances not claimed or
where debtors fail to provide adequate support, the amounts will
be written off. This action will be subject to the approval of the
board. This approach ensures transparency and provides an
opportunity for rightful claims, while unclaimed amounts are
handled in a controlled and accountable manner.
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[FINDINGS

ACTION PLAN

Revenue from
Exchange

Transactions

To identify and address instances where the entity failed to perform
credit checks on tenants and ensure that all required support
documents submitted by tenants are included in the respective
tenant files. 1. Identify Gaps in Credit Checks Action Steps: Review
Tenant Onboarding Process: Evaluate the onboarding processes
to ensure credit checks were included as a mandatory step.
Analyse Tenant Records: Compile a list of all incoming tenants and
verify that credit checks are performed at the time of their
onboarding. Use a checklist to ensure consistency in the review.
Report Findings: Document cases where credit checks were
omitted and classify them by tenant or time period.

Related parties -
Incomplete disclosure

Enhance financial statement disclosures to clearly outline all |
related party transactions, ensuring full transparency to
stakeholders and auditors. Ensure that any incomplete
transactions are highlighted and followed by developing a related
party checklist.

Comparison of budget
and actual amounts —
misstatement

Management acknowledges the need to implement adequate
review controls to ensure that the annual financial statements are
free of material misstatements. The following corrective actions will
be taken to enhance the accuracy and reliability of the financial
reporting process: Strengthening Review Controls

:Long service awards
paid to employees
who did not qualify

Management acknowledges the importance of addressing the |

overpayments made to employees and implementing effective
recovery processes. In response, we are committed to taking the
following action: Raising Staff Debt

Implementing Recovery Processes

' Unauthorized
Expenditure -
Incomplete disclosure

Management will strengthen the review process to prevent future
omissions. A more rigorous, multi-level review process will be
implemented, involving both finance and internal audit teams. This
will ensure that unauthorized expenditures are properly identified
and accurately reported, An AFS process flow will be developed in
order for all review processes to be adhered with.

“Impairment loss
relating to buildings

Enhanced Verification Procedures for Consultants’ Output
Management will implement the following measures to ensure
thorough verification of consultants' work before reports are
finalized and submitted for audit purposes: Request Draft Report
Consultants will be required to submit draft reports for review
before finalization. This step will allow management to identify and
address any discrepancies or gaps early in the process. Review of
Consultants’ Working Management will review the underlying
workings, data, and assumptions used by the consultants to
ensure accuracy, completeness, and compliance with relevant
standards. This review will include cross-checking key figures,
methodologies, and adherence to agreed-upon deliverables.
Documented Feedback Process A structured feedback process
will be established, wherein management provides detailed
comments and recommendations on the draft report. Consultants
will be required to address all feedback before finalizing their
report. Approval Before Finalization Final reports will only be
approved and accepted once management has confirmed that all
findings, recommendations, and calculations align with
organizational requirements and policies. Audit Readiness

22 |Page



| FINDINGS ACTION PLAN
' Checklist checklist will be created to ensure all necessary
elements are reviewed and validated before the report is finalized
and submitted for audit purposes.
Non-Compliance - | Management will design and implement a standardized
Procurement and | procurement template to facilitate compliance with the Preferential
contract management | Procurement Policy Framework Act (PPPFA). This template will
ensure that all procurement processes are conducted
transparently, consistently, and in accordance with the act’s
regulations, including the correct application of the preference
point system and other statutory requirements
Findings relating to | The cash flow workings will be integrated into the Annual Financial
Cash flow statement Statements (AFS) process plan and review framework. This
integration aims to identify and rectify any errors arising from
calculations or formulas, ensuring the accuracy and reliability of
| financial data presented in the AFS
Monthly budget | The following Key Actions will be implemented to prevent re-
statements did not | occurrence: Update Procedures: Revise preparation processes to
include projections of | include projections and revisions. Automate Data Integration:

revenue and | Enhance systems to generate required projections and revisions.

expenditure Internal Review: Establish a review process to ensure compliance.
Timely Submission: Submit complete and compliant reports

- monthly. ]

Material loss of rental | Management's strategy to tenant Annadale Extension 2 aims to

income — Annadale | resolve the issue of potential revenue loss by bringing the

Extension 2 development into full operation. Once tenanting begins, the

property is projected to generate significant rental income,
contributing to an annual cash flow of approximately R15 million.
This influx of revenue will help stabilize the entity's financial
position, improve liquidity, and reduce the impact of the current
revenue shortfall caused by the non-tenanting of the property
Impairment Management to revise impairment methodology to align with
methodology GRAP standards

24.5 PHA Recommendations

After having assessed the Financial and Non- Financial performance of the entity for the first
half of the year (ended 31 December 2024 this is recommended

e That the projections as contained in this report inform the Adjustment Budget
e That the budget adjusted

25. Recommendations from the Accounting Officer

After having assessed the performance of the municipality for the first half of the year (ended
31 December 2024), the following is recommended:

e That the Executive Mayor tables the 2024/25 Mid-Year Budget and Performance
Assessment Report to Council with the need to approve an adjustment budget.
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e That the Revised Budget Projections as contained in this report inform the Adjustment
Budget

e That 2024/25 Budget be adjusted downwards in line with the Revised Budget
Projections.

e That the 2024/25 Service Delivery and Budget Implementation Plan be revised and
adjusted in line with the Adjusted Budget.

/(()Wm‘*ﬂc‘mm: ZCS\DH'?O&S‘

THUSO NEM%J}VIONI DATE
MUNICIPAL MANAGER
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