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1. Purpose of the Mid-Year Report

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 conduct an assessment of 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 shori 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
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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.
SHORT-TERM & LONG-TERM FINANCIAL SUSTAINABILITY Status
Indicator
Category No Indicator Norm 2022/23
1 Cash equivalent position Positive situation Yes Compliant
FUNDING 2 Cash less applications Funded position Yes Compliant
COMPLIANCE Non-
Cash coverage 11to 3 months 0,61 Compliant
Repairs and Maintenance 8% 82% Compliant
Asset
renewal/rehabilitation
5 expenditure 40% of CAPEX 0% Compliant
ASSET Non-
MANAGEMENT 5 Asset renewal/depreciation | 100% 38% Compliant
AND Total CAPEX as
SUSTAINABILITY percentage of total
7 expenditure 10%-20% of total capex | 14% Compliant
8 Liquidity ratio 1 0.62 Compliant
Non-
4] Debiors days 30 63 Compliant
10 Creditors days 30 30 Compliant
Debt vs total operating
11 revenue 45% 7% Compliant
ASSET/LIABLITY 12 Current ratio 1.5 1.24 Compliant
RATIOS 13 Solvency ratio 1'1 8,5:1 Compliant
Compliant 10

Non-compliant 3
Total indicators 13
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3. Indigent Support

The municipality has made a total budget of R 15 250 248 million as part of indigent and

social package alleviation programme fo 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.

4. Budget Periormance Analysis

4.1. Revenue

4,1.1. The Actual Performance against the forecast

The financial results for the period ending 31 December 2023 are summarised as

follows:

Actual revenue billed which includes grants and other direct income as at 31 December 2023
amounts to R 2897 791 478 (51%) of the original budget of R 5 650 406 865. Past
performance as at December 2022 (2022/23) R 2 339 893 757 {45%).

Revenue by source

2022723 2023/24
Description Audited Total Monthly Year to date |, "
Outcome Budget Actual Actuals =
Exchange Revenue 1996 974 238 27?)82 e 211775165 1106 714 911 % U
42
Agency Services 23 554 336 2256 83 3553 800 13 386 483 9%
Interest Dividend and Rent on 114 331 566 110 233 15 860 275 97 212 709 88
Land 921 Y
Licences or Permits 13788 739 iy o7 14 910 097 17 433 384 12
201 4%
Operational Revenue 41 536 510 ggs 080 1009 731 5638 558 o it
Q
Rental from Fixed Assets 34 557 460 ;gﬂ H 20 952 453 5 270 583 o ye
(=]
: 14
Sales of Goods and Rendering | 56 056 476 | 186610 | 1276 746 11 899 741 =
of Services %
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Elsctricity 1180 205 665 ;,3320 £00 94 083 175 663 632 101 % 20
Waste management 141 795 082 ;gg g4 12 313 976 74 596 404 " 2
Wastewater management 156 210 029 ;:g e 12 829 524 84 418 690 o g7
Water 264 634 375 ggg 836 35 185 388 133 226 258 % 39
Non-exchange Revenue 2672856 773 39?568 Oe6 591 000 322 1791 076 567 o 60
Fines Penalties and Forfeits 42 451 266 ;128 932 2 044 091 22 096 664 9% 52
:—n;irdest Dividend and Rent on 40 925 849 £21§1 323 : : 0%
Licences or permits _ 441 217 = 249 0%
Property Rates by Usage 573 341 488 223 g 49379079 295 630 392 o re
Transfers and Subsidies 2016 138 370 50%80 819 539 577 152 1473 349 262 %65
Totat Revenue 4 669 831 011 : 66550 0 802775 488 2897 791 478 " Bl

The reasons for variances are tabled as follows:

Revenue Source

Agency Services

Rental from Fixed Assels

Service
Electricity

charges -

Service charges — Water

Property Rates

Reasons for variances

The underperformance of the agency fees can be explained by a
percentage of the over performance in licences and permits. The
account is corrected once the monthly audit by Depariment of
Transport is complete.

The decrease is due to the rental reversal of the development
called Motor City. The municipality started billing rental in terms of
the service level agreement whereas there was an addendum that
changes the effective dates nullifying all rental levies prior to the
new effective date.

The reason for the decrease is aftributable to consumers using
alternative energy and ioad shedding.

This is due to dilapidated state of bulk water meters. Water is
supplied but not measured as required by [aw resulting in water
revenue loss.

This is due to property valuation roll adjustments where the
Municipality ensure that the property categories an the valuation
roll are the same as the category on site and that property valuation
is market related as prescribed by the Local Government. Adjusting
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Revenue Source Reasons for variances

and reconciling the valuation roll to land parcels decreases the
property rates.

4.2. Expenditure

4.2.1. Actual Performance Expenditure

Operating expenditure for the period ended December 2023 amounts of R 2 927 505 000 is
(64%) against original budget of R 4 550 034 000. Past performance as at December 2022
(2022/23) R 1 969 910 556 (47%).

2022/23 2023/24
Description Audited Original ionth YTD Actual %
Outcome Budget Actual
538
Employee related costs 1072016 1258 954 89736 | 415 43%
22
Remuneration of councillors 41384 43 514 3769 | 616 52%
65
Debt impairment 324 015 272 220 10947 | 683 24%
Depreciation & asset
impairment 723 166 272 220 175754 1054 527 | 387%
Finance charges 57 837 44 535 (3) (19} 0%
541
Bulk purchases 856 611 1162 130 90 257 | 541 47%
96
Other materials 225 857 336 483 16 073 | 439 28%
430
Contracted services 840 315 839992 71748 | 487 51%
8
Transfers and subsidies 9671 11 622 1359 | 185 70%
176
Other expenditure 258 345 308 363 29443 | 661 57%
(1 (7
Loss on disposal of PPE 583 110 - 167) 000)
Total Expenditure 4992 228 4 550034 487 N7 2927 505 649%
(-]
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The reasons for variances are tables as follows:

Expenditure by Type Reasons for variance

Employee related cost  The variance is due to vacant posts that have been budgeted for
and not yet filled.

Bulk Purchases The reason for the decrease is attributable to consumers using
alternative energy and load shedding, as a result bulk purchase
expenditure decreased.

Bad debts written off The finals assessment of debtors is done at year end in line with
accounting policies.

Depreciation The tota! depreciation calculations is performed and assessed at
year end in line with accounting policies.

Finance charges Payments are bi-annual. Payments are made in December and
July of each year.

Grants & Subsides Paid  This expenditure is dependent on needs and requirements of
PHA. Tranches are transferred on request.

Other Materials This expenditure is dependent on needs and requirements of
departments for materials.

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 ulilize
more internal staff and find other cost-effective methodsto contain
costs e.g. a consultant reduction plan.

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

BTO reached its milestone by paying all its creditors within 30 days.

However, it should be noted that the high fuel costs and the enormous increases by the utilities
will have a significant impact on expenditure and the possibility of paying creditors within 30

days.

4.4 Capital Expenditure Programme

441 Actual Capital Performance
The capital budget funding breakdown as at 31 December 2023 is tabulated as follows:
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MULTI YEAR GAPITAL BUDGET SEGMENT
DESCRIPTIONS

ORIGINAL BUDGET 2023124 (INCL.
TRANSFER OF FUNDS| YEAR TO DATE TOTAL ACTUAL
TOTAL EXCL. TOTAL EXCL,
VAT VAT TOTAL WAT VAT TOTAL

Percentane
Spent

R e T R S R DR

Prior year
percantages
{sane
period)

Intergrated Urban Development Grard UGTA550 | 37311830 206057378 ) 153832067 | 23074015 | (7690691  B2% 17%
Public Transport Nebwark Grant 14306605 | 17140453 | 131470136 | 21424 330 | 3X36n4 | 4938012 10% 1%
Neighbourhiood Development Grant GUTE173| 4185826 | 32167000 15667044 | 2330182 | 1B01813%|  56% %
Waler Senvdces hifastuchire Grant BINT30N]  G482600| T2700000| 32695168 A604275| ITRA9ME|  Sl% 18%
Ragional Bulk Infaskuciure Grant 140468695 | 29070304 | 161538099 118868326 | fra30 249 | 136698575  85% 4%
Integraled National Eleeifcation Programme Grant 14022600 2730 | TG00 1SMMT| T2 141B6M|  H% 8%
Energy Eficisncy and Demand Side Management Grant 3476 261 S0 4000000 431909 63 268 85108 1% 1%
Municipal Disaster Relief Grant - - - 2504971 XEvd6| 2880716 0% 0%
Total DoRA Miocations BI3134360 | 91970154 | 705104504 | 346996190 | 52049428 | 300045613 5% 4%
Capial Raplacement Reserve 164104482 | 27695672 2011720155 | 58426608 | 6764005 | 67100703 3% 18%
TOTAL FUNDING 797238843 | 119585826 | 916824669 | 405422088 | 60813433 | 466 23631 5% 15%
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5. Overall Challenges

e Poor performance of service providers leading to delays.
+ Delays in approvals of technical reports.

e Vandalism of completed infrastructure.
» Disruption of projects by labourers and community

5 Staff Expenditure

The municipality is reperiing 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 Year 2023i24
Summary of Employee and Councillor remuneration | Original YearTD | Avaifable
Budget July August | September | October | November | December i Budget %Spent
Councillors {Political Office Bearers plus Other)
Basic Salaries and Wages 28328 2157455 | 2140107 2132507 | 3352571| 2320493 ( 2278076 14387700 13040 5%
Pension and UIF Contrbutions 4016 297 529 296 002 204935 | 462232 35080 M7 1983763 2033 49%
Medical Aid Contributions 328 27595 24970 24970 24970 28 655 28656 159 814 169 49%
Motor Vehick: Allowance 5844 547499 540 332 547447 | 851051 584030 | 591764 3662117 31821 54%
Celiphone Alowance 3672 323927 319600 387001 618859( IIE0M0[ 33400 2295496 14170 #1%
Cther benefits and allowances 3 26402 27000 27900 229 2830 28530 167 381 167 5%
Sub Tofal - Councillors 54| 3380408 | 33 0%% T30 0| ST | 619506 | 350340 2ZEINIE| 2087 5%
% increase
Senior Managers of the Municipality
Basic Salaries and Wages 12529 118758 853 631 664325 505631 505631 | 799848 4047844 14481  22%|
Pansion and UIF Contributicns 2898 95 475 118 766 97776 97 599 97599 137182 544 395 234 2%
Medical Aid Contributions 526 16458 16 458 11874 11874 11874 15190 BI M3 6%
Parformance Bonus 1380 - - - - 1380 0%
Motor Vehicke Allowance 1648 134 206 137 241 126408 126408 126408 | 175444 826 115 32| A%
Housing Alowances 2163 112598 157 440 §6 452 66 462 66462 83 667 553 090 1610  26%
Qther benefits and alowances il - 107 662 8879 9767 9767 7991 144 065 {(123) 698%
SQ%P Total - Senior Managers of Municipalty AW TorT4es| 1R 97573 ST B0 1I93E G 49AT 066 9%
increase
Other Municipal Staff
Basic Safaries and Wages 713839 40168428 49267000 49112725 48899364 | 4B 707573 | 48707188 293862367 | M9977| M%
Pension and UIF Conirbutions 162658 | 98B3IM1| GQB7RAM0 9919452 [ 9963452 | 9677063 9660696 59361293) 103297 36%
Medical Aid Contributions 49849 3999066 34337 3079722 3985448 3928502 2923099 23530264 6319 4%
Overtime 82068 | 11319390 9155793 ( 0379736| 11568026 8602384| 8213323 59 238 656 28291 1%
Performance Bonus 19305 - - - - 19 305 0%,
Motor Vehicle Allowance 66131 4785542 4894748 4545205 ( 5107486 | 5148604 4980477 29462153 36660 45%
Cefiphone Allowance - 33N 2715 2715 s 2715 2715 16847 [17)
Housing Alowances 8630 514 293 514293 505795 505795 504329 502196 3CAG V00 5583 35%
Other benefits and afiowances QB 58T 9505015 7045430 | 5461354, 5606095| 9140506 42076198 255  46%
Payments in eu of leave 0213 2135803 | 2383967 3446631 28871661 2441581 2716411 16021519 41911 79%
Long service awards 567 345616 886 525 92318 MBI 164498 1BI 1925703 12641 13%
Post-retirement benefit obligations - 600 190 589 644 587131 SBOGBE| 581637 642750 3592026 3 592}
Sub Total - Other Municipal Staff P 1720583 | BE05340% | S0812646 | S0eMd 040 89179847 65565031 | 88907 747 53135025 %
% increase
Tofal Parent Bunicipally TI0Z46Y | W25T1512| 953551874 93937606 | 95336500 | SO COTI68 | S3 710G 561049935 | 141418 A%

6 Supply Chain Management

Awarded 261 single and multi-year bids to the value of R 772 000 000.00 to level 1 BEE complaint service
providers. The Municipality has awarded 261 contracts to the value of around R772 million as at 31st
December 2023, which are single and multi —year Projects. These awards were mainly awarded to level 1
BBBEEE complaint companies, which amounts to 100% of all awards. As 31st December 2023, 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
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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 37% (32% 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.

7 Debtors Analysis

Description Budget Year 2023/24
R thousands 0-30Days | 31-60Days | 61-90Days | 91-120Days | 121150 Dys | 151-80Dys | 188 Dys-1¥r | Overi¥r (Total
Deblors Age Analysis By Income Source
Trade and Oher Recelvables Fom Exchange Transactions - Watpr 43791 9877 7382 6172 7652 731 6 346 258883 | 353424
Trade and Other Recewables fom Exchange Transactons - Elecfriciy 72932 18 866 11283 7228 7154 6143 9133 141865 | 274602
Recelvables frem Nen-exchange Transacions - Properly Rales 44312 18 280 1373 14 258 10 240 9714 10 645 352923 | 474105
Receivables from Exchange Transactions - Waste Waier Management 14 845 7884 6 383 5766 5535 4911 6 346 100205 | 152035
Receivables from Excharge Transacions - Waste Management 14391 7816 6910 5677 §352 4607 6898 121426 | 173078
Receivables from Exchange Transaciens - Praperly Renlal Debiors - - - - - - - 185 185
Infereston Arrear Deblor Accounts 13152 12784 12318 12014 11722 11516 8513 331932 | 413961
Recaverable unautharised, iregular, fuitess and wastehil expendiure
Cher 3692 3190 4384 2345 2580 1367 1477 141251 [ 170226
Total By Inceme Source 23115 78 803 62 392 53 458 50 205 45 518 59 357 | 1448672 | 2011616
242221 - totals only 167 025 76 962 53013 47 500 52 593 82 504 261306 | 1113323 | 13854292
Debtors Age Analysis By Customer Group
Crgans of Sl 703 12718 10 532 10223 a247 7632 5888 172246 | 254749
Commercial 96723 19893 14 299 9940 5 540 §032 8063 243284 | 414783
Households 80189 A6 137 37560 33295 32 508 29 856 45007 | 1028132 | 1342084
Ofer - - - - - - - - -
Total By Gusiomer Group 213145 78 808 62 392 53 458 50 295 45 519 59357 | 1448672 [ 2011616
8 Councillors on arrears on their Municipal Accounts
ACCOUNT_NO CATEGORY |PAYMENT CURRENT ARREARS TOTAL BALANCE AGEING
11828110|CLLR R695.17 R2 274 12 RS 921.14 11195.26(150 Days
11669799|CLLR R1187.74 R882.49] R1494.61 2377.1|90 Days
R1 882.91 R3 156.61| R10415.75 R13 572.36
9 Creditors, Borrowings and Finance Leases
Degerption Bmguef - - 8- gi- 121- 151~ | 181 Days- | Over1 | Tatal Ff:f crh):ta(rszrf
R thousands 30 Days B0 Days 90Days ; 120Days | 150 Days | 180 Days 1 Year Year pericd)
Creditors Age Analysis By Customer Type
Bulk Electricity 81786 - - - - - - - 81786 67161
Butk Wakr 23662 - - - - - - - 23662 20229
PAYE deducons - - - > i - . = = .
VAT {outputless inpuf) - - - - - - - - - -
Pensions / Refrementdeducions - - - - - - - - - 1739
Loan repayments - - - - - - - - - -
Trade Credibrs 5815 - - - - - - 5815 2676
Audibr General - - ~ - - - - - - -
Cher - - - - - - - - - -
Total By Customer Type 111 264 - - - - - - - | 111264 91 805
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10 Consideration of Key Ratios (Performance Indicators)

| Gearing Ratio

: orrowing/T otal

45%

projected | 7%
income
2 Current ratio Current asset/current | 1.24 1.5-2.1
liabilities
3 Electricity % volume. Units purchased | 12.83% 7%-10%
distribution losses | and generated=>Units
sold/units purchased and
generated
4 Water distribution | % volume. Units purchased | 32.9% 15%-30%
losses and generated>Units
sold/units purchased and
generated
5 Debiors’ collection | Receipts/billing 96% 95%- 100% (in a
rate good economic
environment)
6 Cash coverage | Cashffixed costs 0.62 1-3 months
ratio

11 Gearing Ratio

The municipality has 7% gearing as compared fo national benchmark of 45% which indicates
that the municipality has the borrowing capacity. The projected revenue for the municipality can
repay the borrowed resources.

12 Current Ratio

The municipality is currently at 1.24 as compared fo the national norm of 1.5:1 which

demonstrates the capacity to pay its current obligations if they fall due at any specific time.

13 Electricity distribution losses (Energy Services)

The electricity losses for the period 1%t July 2023 to 31° December 2023 was 12.83% as
reportedby 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 also 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.

14 Water distribution losses (Water Services)

15

The water losses for the period 1%t July 2023 to 31% December 2023 was 32.9% as observed
bythe 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.

Debtors’ collection rate

The average collection rate to the mid-term is 96 %. This is due to the impact of significant
decline in economic activities such as high interest rates and high employment rate.
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Anincentive plan is being considered to ensure more collection while at the same time
writing off debts that are not recoverable.

16 Grant Funding (Actual)

Description 022023 2023024
Audited Criglnal Adjustmené Monthiy YTD Actual |YTD Budget | YTD Varience [ YTO Varience | Full Year
Oulcome Budget Budget Actual (December % Forecasts
R thousands 08)
EXPENDITURE
erating enditure of Transfers and Grants: National Govemnment
Equitakle Share {ES) 1106550 | 12i8621| 1318821 205400 Gesoss| B3N 329655 5% 1348621
Extended Publiz Works Programume (EPWP) 1570 1724 1794 8 5057 54897 80 1% 11704
Integrated Nafional Electrification Programme Grant ({NEF) 4589 = = = = = = ]
Infrastructure Skills Development Grant {1SDG} 8090 5500 5500 671 1768 2750 (882) 3% 5500
Financial Managament Grant (FHG) 2400 2400 2400 wr o 1200 (499) 42% 2400
Intergrated Urban Development Grent{IUIDG) o1 852 Hasz | 149892 8380 72| 7846 {40 184) 54%] 149892
Public Transport Notwork Grant{PTNG) 50 463 82439 52409 10 241 BIG| 41250 {6.085) -15% £2 499
Water Services Infrastruture Grant (WSIG) 1154 c g g S e
TOTAL OPERATING EXPENITURE OF TRANSFERS & GRANTS 1303504 | 1570706 | 1570708 459867 |  1067T|  TESIRE| 281065 ®  1570n8
Capital Expendlture of Transfers and Grants: National Government
Municipal Disaster Reflef Grant . = 1242 288} 2 2091  #OMAL =
Energy Efficiency and Demand Side Managerent Grant (EEDSMS) 1000 1000 4000 25 45 2000 (1519) 76% 4000
Neighbaurhaod Development Partnership Grant (NDPG) 6137 2188 32168 778 80ia] 18034 1934 12% 32168
Intergrated Urban Development Srant {IDG) 2437 ;07| 285087 5735 |  to4s| 140 27 454 19%| 60w
Integrated Natlonal Electrification Programane Grant (INEP) 28 344 17181 17 181 1389 1819 8581 (6762) 9% 17 181
Reglenal Buik Infrastructure Gran! (RBIG) 34584 161539 161538 goon|  1%ew| &0 55930 % 16153
Weter Sarvices Infrastructure Grant (WS1G) 51613 72700 72700 7578 w9l BB 1269 3% 72700
Public Transport Network Gran{{PTNG) 8412 131479 131479 1118 68| &M {41109) G| 13141
TOTAL CAPITAL EXPENDITURE OF TRANSFERS & GRANTS 620766  T05HM4|  TO5404 70307 | awesz| amssz 7199 5% 05104
17 Application for Roll-Over
Application for Unspent Conditional Grant Roll-over was submitted to National
Treasury on 31% August 2023 in terms of Section 22(2) of the 2018 Division of
Revenue Act for the following: -
¢ Roll-Over application: R 22 212 840
Rollover Rollover Rollover Not
GRANT DESCRIPTION
requested Approved Approved
Neighbourhood Dewelopment Partinership Grant 4974 228 - 4974 227.71
Public Transport Network Grant 12 270 925 - 12 270 925.26
Integrated National Electrification Programme Grant 467 687 467 687 -
Municipal Disaster Relief Grant 4500 000 4 500 000 -
Total DoRA Allocations 22212840 4 967 687 17 24515297

The unapproved amount of R17 million is based on the following reasons:

Neighbourhood Development Partnership Grant (R4.9 million)

e The request for NDPG is not recommended by the department administering the
grant. According to the NDP Unit within National Treasury, the municipality is advised
to resolve encroachment issues, i.e., illegal walls and structures built by residents.
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Public Transport Network Grant (R12.2 million)

The Department of Transport {DOT) is not in support of the PTNG rollover request because,
DOT is concerned about the governance issues by the municipality’s project management, in
respect of a reported R60 million pre-payments for the procurement of a bus fleet, for which
no buses have been delivered o date.

18 Institutional Performance Report as per the Service Delivery and Budget and
Impiementation Plan for the first half of the year

The Institutional Performance Management report is attached as an annexure A io 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
fargets.

19 Summary of Mid-Year Performance per Key Performance Areas:

12

Basic Service Delivery 1 0 11
Financial Viability 22 20 15 4 3
Good Governance and |29 20 16 4 9
Public Participation

Local Economic | 6 6 6 0 0
Development

Municipal Transformation | 5 2 0 2 3
and Institutional

Development

Total 74 49 39(80%) | 10(20%) |26

20 Summary of Mid-Year Performance: Capital Works Plan

' ater and Sanitation

Energy Services

10
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Roads and Storm [70 | 70 13 |57 |o

water

Transportation 16 16 0 14 2
Services

Planning and | 6 6 1 4 1
Economic

Development

Community Services | 38 38 25 13 0
Corporate and | 13 1 8 3 2
Shared Services

Total 182 | 180

% 100% 100%

Polokwane Municipality appointed a panel of contractors in November 2022 for a period of
three years. In the 2022/23 Mid-Year Report the challenge of delays in supply chain process
was the main cause of under-achievement on the implementation of capital projects. The
challenge of delays in supply chain process has been minimised due to the implementation of
panel of contractors. The challenges experienced in 2023/24 mid-year includes contractors
who were having cash flow challenges, contractors who were delayed due to community
interruptions, delays in electrification and energising of completed projects, particularly water

projects. Lastly, challenges of sub-contracting.

21 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.

22 Past Year's Annual Report (2022/23) and Progress on Resolving Problems Identified
in the Annual Report

The office of the Auditor-Gensral has concluded the process of auditing the 2022/23 Annual
Financial Statements of the municipality and the Annual Performance Report. The process
was concluded on the 30" November 2023 and a signed report issued.

Auditor General raised the following issues:
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» Material water losses

+ Material impairment

+« Local economic development, adequate supporting evidence was not provided.
Further, whether the achievement reported was not correct

¢ Key service delivery indicators were not achieved

s Material misstatements

* Procurement and contract management

+ Conseguence management

+ Asset management and expenditure management

e Material irregularities.

Polckwane Municipality is in the process of finalising the Audit Action Flan. The Audit Action
Plan is how done on the National Treasury Web-Based System. The Audit Action Plan will

serve in council on the 30™ January 2024.

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

23.1 Revenue

Rental of fixed Assets is 56% 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 44% as a result Admin fee not charged due to Annadale Extension 2
being not operational. New Tenants are charged Admin fee. Transfer and Subsidies-
Operational is more than the Budget by 58% because of the entity requesting more operational
grant than anticipated to cover operational costs because of revenue lost from Annadale

extension two not being operational.
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Polokwane Entity - Table F2 Monthly Budget Statement - Financial Performance {revenue and expenditure) - M6 - December

Bescription

R thousands

Ret

2022123

Audited

Original

‘Adjusted

Monthiy

YeartD acival

Budget Year 202%24

YeaTD YID varianca

Revenus

Exchange Revenua

Sarvice chargas - Elecncty

Sarvice tharges - Wakr

Service charges - Wase Waer Maragemen:
Serye dharges - Wese Managemen
SR o1 Gocds and Rendenng of Services
Agency senkas

Iratezt

Instez eamed fom Reccivaties
Irmrezaarned fom Cutramrand Non Cutram Azses
Drvidends

Renton Land

Ranti fom Fixed Asses

Licancs and permis

Operaional Revene

Non-Exchange Revenue

Fropeny taes

Surchames snd Taxss

Fres, penstes 3ed brks

Licences of permes

Transiat and subsites - Opstaional
I=rest

Fuel Levy

Cperaonal Ravenus

Gains on disposal ol Asses

Other Cains

Discordnued Cparaons.

13750 (7,764)

)] {13)

YED variance

Full Year

-36%)

-43%

58%

Cpe
[¥otal Heveniie (excluding <apiial Fansrers aid ~

21480

18,789 a864);

Expenditure By Type
Empioyee retzed ross
Remuneraion of board meTiels

Buk SUIChases - eRUTKIY

Invenzry conzumed

Dets impamen:

Depredaion and amet impaiment

Ireares:

Comracsd ssrvices

Tranckes and subsides

Irrecoveratie deb= wiren of

Cpatasonst coss

Loszes on disposa of Asses

Ciher Lesses

12,732
1
3,000

3,556

8423 {1.813)

D
4_7;3 (4,7;3)
S
4,[5:13 0 a-;n
1,573 11,02

-100%

-100%

-28%

-108%
-45%

Total Expenditure

18,535

4730

2,55 {12,552)f

-56.1%

Surplusi{Dekicit}

Transkrs and subsifies - caphal (monetary alocsions)
Transkre apd subsoes - ¢apaal (in-kind)
Surplusi{Defigit) before taxation

Incame Tax.

2948

2945

(7.151)

7.151)

(3.576); 1.687

13,578 7 88T

-25.0%

~H5.0%

Surplugiefich) for the year

2546

.45

378 |

[3.575 7,687
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Polokwane Entity - Table F4 Monthly Budget Statement - Financial Position - M06 - December

Vote Description Ref 2022_!23 B H E%udget Xear Hztm,
Audited Original Adjusted  YearTD actual: Full Year

R theusands
ASSETS
Current assets
Cash and cash equivalens 3441 10,362 = 188 10,352
Trade and cther receivables from exchange ransactions 65,007 3,356 - §7,659 3,356
Receivables from non-exchange Tansacions 5,206 5,269 - 5,206 5,299
Current porion of nonr-curten: receivaties 23 23 - 23 2
invenory - 1] - - 0
VAT - - - - -
Cdhar current assels 12 21 - 19 21
Total current dssets 73,869 19,061 - 73,184 19,061
Non current assets
Invesments - - - = -
Invesiment propary 52,976 - - 52976 =
Property, plant and equipment 249,162 284012 - 251,168 224,012
Biclegical asses - - - - -
Living and non-kving resources - - - - -
Herage asses - - = = -
Intangible 3ssels 33 3 = 3 33
Trade and cther receivables frons exchange ransacions - - - - -
Nen-current recaivables from non-axchange rangacions - - - - -
Cxhet nof-Current asses - - - - -
Total non current assets 302,144 294 012 = 304,144 284 012
TOTAL ASSETS 75,013 3,073 - 377,328 3073
LIABILITIES
Current liabitities
Bank overdrat = = = = =
Financial iabites - - - - -
Consumer degosts 1,864 1,685 - 1,885 1,685
Trade and cther payabies fom exchange zansacions 3,565 11,725 - 67,825 11,725
Trade and cher payables fom non-exchange ransacions 12 8 = 12 8
Provision 68,500 1414 - 1414 1,414
VAT = = = = =
Cther current iabines 345 - - 345 -
Total current liabilities 5442 i3418 - 69,732 13418
Non current liabilities
Financial fapites = = = = =
Prgyvision - - - - -
Long e porcn of yade payalies - - - - -
Other non-cutren Eabiides - - - - -
Total non current liabilities - - - - -
TOTAL LIABILITIES 5,442 13418 - 69,732 13,418
NET ASSETS 1 370,574 299,655 - 307,596 299,655
COMMUNITY WEALTH/EQUITY
Accumulated Surpusi(Delct) 23441 219,956 - 227,553 219,965
Reserves 78,318 78318 - 78,318 78,318
Ciher - 1 - - 1
TOTAL COMMUNITY WEALTH/EQUITY 1 304,759 298,274 - 305,87 298274
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Polokwane Entity - Table F5 Monthly Budget Statement - Gash Flows - M06 - December
| 202703 Budget Year 2023/24

Audited Originat Adjusted Monthly {YearThsctual, YewrTD | YTO varfance ; YTB varfanca | Full Year
R housands %
CASH FLOW FROM OPERATING ACTIVITIES a
Recelpts
Frogery 2255 = =
Service charges = =1
Ciher revenue 74 23442
Tranzéars and Subsidies - Oparssona 10,000
Tranzfrs 3nd Subeidies - Caghal
Imerest
Devidends
Payments
Suppiers and empioyess {8511} (23,587) - (565} {5,803 (11,794) 5860 B1% {23,587}
Inerest - - - - - - - -
Drvidends pad -
Transire and Subcidies {6,437) 5,854 - {565) (6,803) 487 (10,730)]  -218% 9,854
NET CASH FROMHUSED) OPERATING ACTVITIES {12.875)| 19,768 - (1,129) (51,607) 0,854 (21,467); -2178% 19,702

Descriptien Rel

- 1,72 {11,724), -108%

2
£
=

B
o
a8

5,000 Eo)  -108%

1 Lot 1 | 1 ]
1 N [ 1 )

(] 1% 2%

CASH FLOWS FROM INVESTING ACTIVITIES
Recaipis

Proceeds an dieposal of PFE = = = = & % - E
Decranze (increase] in nos-current receivables - - - = = o - L
Decresze (incresse) i NGA-CUTST Mvezments - - - - - = p i
Payments
Cepa 3536 B (1,883 =2t P QUL P Tan| (0T 1% (SRl

NET CASH FROM(USED] INVESTING ACTVITIES 75 {563 £ & {2005} ©32) O 1,863

CASH FLOWS FROM FINANCING ACTIVITIES
Receipts

|Sherizm loans - - = = = = - -
Bormowing iong Btmvretnanding - - - = = = = L
Increaze {decrease} in consumer depess - - = = - = = =
Payrsents
Rapayment clborrowag = = & e e A T P T e e
|NEF CASH FROM/[USED) FINANCING ACTIVITIES - » - - =F= = DR _

NET INCREASE! (DECREASE) il CASH HELD {12.200) 17,845 - {1.129); (13.612) 898 (22534 -2526% 17,845

Cashicash equivalens atthe beginnig of year 2 2,370 2,370 - 3441 2370 1,071 45.2% 2310
. |

C quivalents it the end of year 2 8.829) W28 -1 [1.129) [t8179)] 11293 (21463} -190.9% 2216

23.2.1 Employee Related Cost and Remuneration of Board Directors

Employee Related costs which include director's fees are 22% less than the budget
because of new two employees joining the organization in August 2023 instead of July
2023 as was anticipated. The second factor is that the term of Chief Executive Officer
also expired in 301" November 2023 contributing to less spending. The director’s fees
Underperformed due to most of the meetings scheduled to be held in the remainder
of the financial year.

23.2.3 General Expenditure

Inventory consumed which is Staff-welfare is 100% not spent because of the entity
using municipal consumables. Depreciation and asset impairment is 100% not spent
because of it being a year-end issue, going forward the entity will affect depreciation

monthly. Contracted Services is 26% less than the budget because of cash flow
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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. Operational costs which are general expenses are 65% less than the budget
because of stringent spending due to the entity not being liquid, the entity did not have

enough cash to back up the spending.

23.2.4 Summary of PHA Mid-Year Service Delivery Performance

Service Delivery | 5 T —
Financial Viability | 5

Governance and 16 9 g 0
Transformation

Total 26 16 15 1
Total (%) 100% 62% 58% 4%

23.2.5 PHA Past Year's Annual Report (2022/23) and Progress on Resolving
Problems Identified in the Annual report

Rental revenue incorrectly | The entity will now henceforth classify the income from
classified as agency fees Seshego CRU as rental this would be in line with the
GRAP 9

Directors’ fees incorrectly included | The entity used to include the Directors fees as
in the employee related cost employee cost but going forward the entity will separate
the Directors emoluments from emplovee related cost(s)

and disclose them separately

Overstatement of Receivable from | The entity will make sure that all journals that are
non-exchange and Payables from | agreed to with auditors are supported and well
non-exchange. documented to avoid recurrence of this. This year all

recommended journals were supported and filed.

Understatement of related party The entity will cross-reference with Polokwane
(Polokwane Municipality) Municipality to ensure that every expenditure paid for on

transactions behalf of PHA is correctly accounted for
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Findings Intervention

Contingent Asset disclosure The entity will make sure that thoroug'h review of AFS is
omitted on Annual Financial done to ensure full completeness comparatively
Statements

23.2.6 PHA Recommendations

After having assessed the financial and non- financial performance of PHA for the first half of
the 2023/24 financial year, 1 July 2023 to 315 December 2023, it is recommended:

v" That the projections as contained in this report inform the Adjustment Budget

¥v" That the budget of PHA be adjusted downwards

v" That the Annual Performance Plan be revised and adjusted in line with the Adjusted
Budget.

24 Recommendations from the Accounting Officer

After having assessed the performance of the municipality for the first half of the year (ended

31 December 2023), the foliowing is recommended:

+ That the Executive Mayor tables the 2023/24 Mid-Year Budget and Performance
Assessment Report to Council with the need to approve an adjustment budget.

+ That the Revised Budget Projections as contained in this report inform the
Adjustment Budget

e That 2023/24 Budget be adjusted downwards in line with the Revised Budget
Projections.

¢ That the 2023/24 Service Delivery and Budget Implementation Plan be revised and
adjusted in line with the Adjusted Budget.

fempasumen 240l 2024

THUSO NE%EUMONI DATE
MUNICIPAL MANAGER
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