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Part 1 – S52(d) MONTHLY BUDGET STATEMENT 

 

3rd QUARTER – FINANCIAL SERVICES DEPARTMENT: S52(d) REPORT AS AT 31 MARCH 

2020 

                                       File no. 9/1/2/3 
                                                                                              (Author: CFO/TM) 
                              (1st Level – BTO Committee 15/04/2020) 
                                                                                              (2nd Level – EXCO 21/04/2020) 
                                                                                              (3rd Level - Audit Committee /04/2020 
                                                                                              (4th Level – Council 30/04/2020) 
                                                                                                  
 

1. PURPOSE 

The purpose is to report on the implementation of the budget and also on the financial state of affairs 

of the municipality, in terms of Municipal Finance Management Act no 56 of 2003, S52 (d) 

2.  BACKGROUND 

In terms of the MFMA no. 56 of 2003, S52 (d)the Mayor must within 30 days of the end of each 

quarter submit a report to the Council on the implementation of the budget and the financial state of 

affairs of a municipality. The municipality started the implementation of budget on the 01 January 

2019, thus the report will talk to revenue collected, expenditure incurred during the first quarter. We 

will focus on the following areas, 

3.   DISCUSSIONS 

As at 31 March 2020, the implementation of budget and the financial state of affairs of the 

municipality is as follows. 

1. Financial Position 

2. Financial Performance 

3. Cash flow Statement 

4. Debtors Ageing 

5. Creditors Ageing 

6. Assets and Liabilities 

7. Cost Containment In Year Report 
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4.  LEGAL IMPLICATIONS   

                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                       

In terms of the MFMA no. 56 of 2003, S52 (d) the Mayor must within 30 days of the end of each 

quarter submit a report to the Council on the implementation of the budget and the financial state 

of affairs of a municipality. The municipality is implementing its budget on a monthly basis, thus 

the report will talk to revenue collected, expenditure incurred during the first quarter.  

We will focus on the following areas, 

• Actual revenue, per revenue source; 

• Actual borrowings; 

• Actual expenditure, per vote; 

• Actual capital expenditure, per vote; 

• The amount of any allocations received; 

• Actual expenditure on those allocations gazetted in terms of Division of Revenue Act 

• The amounts reflected in the statement must in each case be compared with the 

corresponding amounts budgeted for in the municipality’s approved budget. 

5.   LABOUR IMPLICATIONS 

There are no additional labour implications.  

6.   FINANCIAL IMPLICATIONS 

Financial implications are as detailed in the report.       

7.   RISKS 

The risk of non-submitting the report to the Council, Provincial and National Treasury will result 

to non-compliance which might lead to qualification by Auditor General and withholding of 

funds by National Treasury   

8.   ANNEXURES 

Annexure “A”: C Schedule 
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1.2   COUNCIL RESOLUTION 

That the council notes the S52 (d) report for the quarter end 31 March 2020.    
                         

The Council of Greater Kokstad Municipality met in the Council Chambers to consider the Monthly 
budget statement of the municipality for the financial year 2019/20. 

 
The Council notes the Monthly budget statement of the municipality for the financial year 2019/20 as 
set out in the following tables: 

 
 

• Monthly Budget Statement Summary (Table C1) 

• Monthly Budget Statement – Financial Performance (Table C2) 

• Monthly Budget Statement – Financial Performance by municipal vote (Table C3) 

• Monthly Budget Statement – Financial Performance (revenue and expenditure (Table C4) 

• Monthly Budget Statement – Capital Expenditure (Table C5) 

• Monthly Budget Statement - Financial Position (Table C6) 

• Monthly Budget Statement - Cash Flows (Table C7)  
 
The Council note that the cash backing is implemented through the utilisation of a portion of the 
revenue generated from property rates to ensure that all capital reserves and provisions, unspent long-
term loans and unspent conditional grants are cash backed as required in terms of the municipality’s 
funding and reserves policy as prescribed by section 8 of the Municipal Budget and Reporting 
Regulations. 
 
The Council note the Cost Containment In Year report for the quarter ending 31 March 2020 compiled 
in terms of the MFMA circular 97. 
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1.3 EXECUTIVE SUMMARY 

 
In terms of the MFMA the Accounting Officer of a municipality must by no later than 24 working days 

after the end of each month submit to the Mayor and the relevant Provincial Treasury a statement in 

the prescribed format on the state of the municipality’s budget reflecting the following particulars for 

that month and for the financial year up to the end of that month. 

In view of the aforementioned, the following table is a consolidated overview of the proposed 2019/20 
Medium-term Revenue and Expenditure Framework: 
 

As at 31 March 2020, the implementation of budget and the financial state of affairs of the 

municipality is as follows. 

   
   

1.3.1 Financial Position – M09 March 2020    

The total assets are R 1 111,580m whereas the total liabilities are (R 332,250m) 
Therefore the financial position of the municipality has the accumulated surplus of 
R 779,329m. 
   
1.3.2 Cash Flow Statement – M09 March 2020   

The cash flow statement for nine months period ending 31 March 2020 reflects the positive cash and 

cash equivalent of R 161,090m. 

➢ Bank and cash  

The closing balance as per bank statement as at 31 March 2020 has a favorable balance of  
R 30,398m with outstanding deposits and payments amounting to a net of R 219,874 
resulting to a reconciled cash book balance of R 30,617m.  

 
➢ Investments 

The Council has investments of R 136,735m as at 31 March 2020 as per bank statement. 

Being: R 111,545m is unconditional; R 25,190m is conditional investments balance, the 

accrued interest amounted to R 6,262m. The reconciled cash and cash equivalent is 

R161,090m as at end March 2020. The conditional balances are in respect of conditional 

grants funding like MIG, FMG and Housing. 
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Investment Analysis as at end March 2020 
 

 
 

 
 
 
 

Name of Name of organ

Investment of state or municipal Opening Balance July Oct Jan Total July Oct Jan Total Unspent portion

entity 2018/2019 to to to Receipts to to to withdrawals 2019/2020

financial statements Sept Dec Mar Sept Dec Mar financial statements

1                   2 3 1 2 3

Reserve Account FNB 44 621 696           596 084          554 652        545 336        1 696 072      -               46 317 768                

-                

PHP FNB 23 835                  77                  284               280              641               -               24 476                      

-                

MIG FNB 1 000                    6 002 630       72 829          9 133 866     15 209 325     15 000 000.00 15 000 000    210 325                     

-                

MSIG PC FNB 218 745                20 851.10       2 938.94       2 898            26 688           -               245 433                     

-                

FMG FNB 7 186                    31                   1 811 689       19 581        1 831 300      775 545.31      775 545        1 062 941                  

-                

HHP FNB 1 020 812             12 977             12 681          12 497        38 154           -               1 058 966                  

-                

Arts and Culture FNB 1 000                    4 004             38                2 193 736     2 197 777      1 122 738.53   1 122 739      1 076 038                  

-                -                            

Housing Op FNB 2 687 152             33 882             33 377          32 607        99 866           -               2 787 018                  

-                -                            

GKM Properties Rentals FNB 2 235                    2                   -                   -                   2                   -               2 237                        

-                

Small Towns Rehab STD 1 836 423             27 606             28 095          26 663        82 364           -               1 918 787                  

-                

EPWP NEDBANK 7 293                    927 193            14 918         2 807 756    3 749 866      2 717 686.65   2 717 687      1 039 473                  

-                

Municipal Excellence Awards NEDBANK 81 566                  1 312.42           1 323            1 258          3 893             -               85 459                      

-                

DOE STD 4 641 228             13 097 317       267 362        245 740      13 610 419     2 683 828.22   2 683 828      15 567 818                

-                

Sports and Recreation NEDBANK 108 502                1 746               1 760            1 673          5 179             -               113 680                     

-                

Nedbank Reserve Acc NEDBANK 20 488 104           329 617.40       332 327        315 941      977 886         -               21 465 990                

-                

Standard Bank Reserve Acc STD 20 789 529           407 220            558 587        401 943      1 367 750      -               22 157 279                

-                -               -                            

ABSA Reserve Acc ABSA 20 363 457           420 157            424 608        393 321      1 238 086      -               21 601 543                

-                -                            

Ithala Reserve Account ITHALA -                -               -                            

116 899 762.47 21 882 704.84  4 117 468      16 135 096    42 135 269    -           -                22 299 799     22 299 799    136 735 232.31          

Quarterly Receipts Quarterly Withdrawals
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1.3.3 Financial Performance – M09 March 2020   

The total revenue of R 272,997m (including capital grants) as compared to the total expenditure 
as at 31 March 2020 is (R 245,429m), and resulted to an operating surplus of R 45,586m. 
 
 
The following table is a consolidated overview of the proposed 2019/20 Medium-term Revenue and 
Expenditure Framework: 
 
 
 
Consolidated Overview of the MFMA S52 monthly report 
 

 
 
 
Total operating revenue is 70 per cent or R 272,997 as at end March 2020 when compared to the 
2019/20 Original Budget.     
 
Total operating expenditure as at end March 2020 is 56per cent or R 245,429m when compared to 
the 2019/20 Original Budget. The surplus will be used to fund capital expenditure and to further ensure 
cash backing of reserves and funds.  
 
Total capital expenditure as at end March 2020 is 32per cent or R48,924m when compared to the 
2019/2020 Original Budget. 
 
 

• Operating Revenue Framework  

 
Greater Kokstad Municipality needs to generate the required revenue in order to continue improving 
the quality of services to the community.  In these tough economic times strong revenue management 
is fundamental to the financial sustainability of every municipality.  The reality is that we are faced with 
development backlogs and poverty.  The expenditure required to address these challenges will 
inevitably always exceed available funding; hence difficult choices have to be made in relation to tariff 
increases and balancing expenditures against realistically anticipated revenues. 
The following table is a summary of the MFMA Section 52(d) Quarterly Report (classified by main 
revenue source. 
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Summary of revenue classified by main revenue source 
  

 

In line with the formats prescribed by the Municipal Budget and Reporting Regulations, capital 
transfers and contributions are excluded from the operating statement, as inclusion of these revenue 
sources would distort the calculation of the operating surplus/deficit. 
 
Revenue generated from rates and services charges forms a significant percentage of the revenue 
basket for the Municipality.  Rates and service charge revenues comprise more than two thirds of the 
total revenue mix. The total percentage revenue generated from rates and services charges is 
R193million or 49per cent of the total revenue budgeted.  
 
Property rates are the largest revenue source totaling 37per cent or R102m rand. The second largest 
revenue source is service charges totaling to 33per cent or R 91m rand. The third source of revenue 
is ‘other revenue’ which consists of various items such as income received from permits and licenses, 
building plan fees, connection fees, transport fees and advertisement fees amounting to R11m which 
is 5per cent of the total revenue. 
 
Transfers recognized revenue totals R67m which is 24per cent of the total revenue. 
 

• Operating Expenditure Framework  

 
The Municipality’s Monthly expenditure framework for March 2020 is informed by the following: 
- Balanced budget constraint (operating expenditure should not exceed operating revenue) 

unless there are existing uncommitted cash-backed reserves to fund any deficit; 
- Funding of the budget over the medium-term as informed by Section 18 and 19 of the MFMA; 
- Operational gains and efficiencies will be directed to funding the capital budget and other core 

services. 
 
The following table is a high level summary of the MFMA S52(d) Monthly budget report (classified per 
main type of operating expenditure) 
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Summary of operating expenditure by standard classification item 

 

 

 
The Original Budgeted allocation for employee related costs is R144 million, which equals 33per cent 
of the total operating expenditure.  Employee related costs together with the remuneration of 
councilor’s totals to R100m which is 41per cent of the total expenditure. 
  
The provision of debt impairment was determined based on an annual collection rate of 91 per cent 
and the Debt Write-off Policy of the Municipality. While this expenditure is considered to be a non-
cash flow item, it informed the total cost associated with rendering the services of the municipality, as 
well as the municipality’s realistically anticipated revenues. 
 
Provision for depreciation and asset impairment has been informed by the Municipality’s Asset 
Management Policy.  Depreciation is widely considered a proxy for the measurement of the rate asset 
consumption.  The Original budget appropriations in this regard total R44 million for the 2019/20 
financial and equates to 10 per cent of the total operating expenditure. There is no depreciation 
calculated for the month of March 2020. 
 
Bulk purchases are directly informed by the purchase of electricity from Eskom. The annual price 
increases have been factored into the budget appropriations and directly inform the revenue 
provisions.  The expenditures include distribution losses. The Original budget allocation for bulk 
purchases is R111million which equals 26per cent of the total operating expenditure. Expenditure to 
date for bulk purchases amounted to R77m which is 70% of the total budget. 
 
The budget allocation for contracted services amounts to R57 million which equals to 13per cent of 
the total operating expenditure. The expenditure to date for contracted services amounts to R33m 
which is 57% of the total budget. 
 
Other expenditure comprises of amongst others the purchase of materials for maintenance, cleaning 
materials and chemical, collection costs, audit R47 million which equals to 11 per cent of the total 
operating expenditure. The expenditure to date for other expenditure amounts to R27m which is 57% 
of the total budget. 

2017/18

Audited 

Outcome

Original 

Budget

Adjusted 

Budget

Monthly 

actual

YearTD 

actual

YearTD 

budget

YTD 

variance

YTD 

variance

Full Year 

Forecast

R thousands %

Description Ref

Budget Year 2018/19
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1.3.4 Monthly Budgeted Statement - Age Debtors 

The opening balance for outstanding debtors as at 01 January 2020 amounted to R 80,784m; total 
billing amounted to R33,182, total collected amounted to R 49,914m and the closing balance is 
R64,052m. 
 
Summary of Debtors analysis 

 

The outstanding debtors as at 31 March 2020 amounted to R 64,052m of which R 12,390m of this 
amount is current (i.e. 0 - 30 days). 
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The following table is the Debtors Aged Analysis as at end March 2020. 

 

 

1.3.5 Monthly Budget Statement: Creditors 

 
 There were no payments made after 30 days for quarter ending 31 March 2020. 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 



 

13 | P a g e  
 

1.3.6 Monthly   Budget Statement: Transfers and Grants  
 

The opening balance for unspent grant as at 01 January 2020 amounted to R32,953m.  
Grants received during the quarter ending 31 March 2020 amounted to R 24,178m and expenditure 
incurred during the month amounted to R 30,721m. The closing balance on transfers and grants at 
the end of March 2020 amounted to R 26,410m. 
 
 

 

 
 

 

Name of 

Grants Unspent portion Adjustments July Oct Jan Total July Oct Jan Total Unspent portion

2018/2019 and Transfers to to to Receipts to to to Expenditure 2019/2020

financial statements Sept Dec Mar Sept Dec Mar financial statements

1                   2 3 1                  2               3                

Equitable Share 25 693 000     20 554 000     15 416 000  61 663 000       25 693 000    20 554 000 15 416 000  61 663 000      -                          

MIG -11 067 535        6 000 000       9 000 000       6 318 000    21 318 000       3 583 834      2 932 575   5 143 306   11 659 715      -1 409 250               

-                 

FMG 0 1 800 000       1 800 000        261 642         445 904      102 000      809 545          990 455                   

MSIG -                      -                  -                 -                          

SPORTS AND RECREATION 20 806                -                  -                 20 806                     

ARTS AND CULTURE -                       2 182 000      2 182 000        430 864         404 455      431 129      1 266 448       915 552                   

 HOUSING 140 916              5 430 762.66  5 433 761       1 321 680    12 186 203       286 296         5 433 761   3 407 997   9 128 054       3 199 065                

SMALL TOWNS REHABILITATION 95 508                -                  -                -                 95 508                     

-                          

HORSESHOE HOUSING 1 476 418           12 976.97         12 681            12 497      38 154             -                 1 514 572                

PEOPLES HOUSING 28 143                77                     284                280          641                 -                 28 784                     

EXPANDED PUBLIC WORKS PROGRAMME -                      925 000           1 665 000       1 110 000   3 700 000        687 108         1 050 068   1 408 021   3 145 197       554 803                   

IDP 85 672                -                  -                 85 672                     

SHAYAMOYA ECO-COMPLEX 31 743                -                  -                 31 743                     

LIGHT INDUSTRIAL PARK 177 382              -                  -                 177 382                   

DOE -                      -                  -                 -                          

ENERGY EFFICIENCY GRANT 3 457 964           13 000 000     13 000 000       1 500 565   -             1 500 565       14 957 399               

SETA -                  -                 -                          

FURNITURE WORLD 226 413              -                  -                 226 413                   

CULTURAL VILLAGE 55 541                 15 000 000    15 000 000       1 700 026      3 562 326   4 813 000   10 075 353      4 980 188                

-                          

MASSIFICATION 41 354                -                  -                 41 354                     

-                          

EMERGENCY EQUIPMENT GRANT -                 -                          

5 229 675.48 -                      52 861 816.60  53 847 726     24 178 457  130 887 999    32 642 770    35 883 653 30 721 454  99 247 876      26 410 447.00          

                               Quarterly Receipts Quarterly Expenditure
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1.3.7 Monthly Budgeted Statement – Capital Expenditure 

 
The budget allocation for capital projects for 2019/2020 is R152,922m which equals 23per 
cent of the total budget, R48,923m spent as at end March 2020 which equals to 32per cent 
of the capital budget  
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1.3.8 Disclosures of cost containment measures 
 

1.1 In terms of the legal framework, the elected councils and accounting officers are required 

to institute appropriate measures to ensure that the limited resources and public funds 

are appropriately utilised to ensure value for money is achieved.  

1.2 The disclosure of cost containment measures applied by the municipality and municipal 

entity must be included in the municipal in -year budget reports and annual costs savings 

disclosed in the annual report.  

1.3 The measures implemented and aggregate amounts saved per quarter, together with the 

regular reports on reprioritisation of cost savings and on the implementation of the cost 

containment measures must be submitted to the Municipal Council for review and 

resolution.  

1.4 The municipal council can refer such reports to an appropriate Council Committee for 

further recommendations and actions.  

1.5 The reports referred to in sub -regulation (2) must be copied to the National Treasury and 

the relevant provincial treasury within seven calendar days after the report is submitted to 

municipal council. 

1.6 As directed by the MFMA Circular No.82 of March 2016 and 97 of July 2019 it was 

resolved that all spheres of government, including municipalities and municipal entities 

must implement measures to contain operational costs and eliminate all non – essential 

expenditure. 

• Excessive and wasteful expenditure has been reduced and that increased action has 

been taken to manage unnecessary expenditure especially on the following items: 

- Travel and subsistence 

- Domestic accommodation 

- Sponsorships, events and catering 

- Communication 

• The reduction in spending on repairs and maintenance of municipal assets is 25 per 

cent less when compared with the budget for quarter three. The Ratio measures the 

level of repairs and maintenance to ensure adequate maintenance to prevent 

breakdowns and interruptions to service delivery. The norm is 8 per cent and the 

municipality is below the standard norm and due to low spending, budget allocation 

will not increase to meet the standards as per the MFMA Circular No. 71. 

• Below is the cost containment In Year report for quarter 3. 
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Total Cost Savings Disclosure in the In-Year Report for Quarter 3 

Cost Containment In-Year Report 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

Measures

Adjustment 

Budget Quarter3 Budget Actual Q3 Savings % Savings

Use of consultants 57,062,669                   42,797,002                    33,737,693              9,059,309               21%

Sponsorships, events and catering 2,621,414                     1,966,061                      879,258                    1,086,802               55%

Vehicles used for political office -bearers 875,000                         656,250                          523,070                    133,180                   20%

Travel and subsistence 3,551,197                     2,663,398                      800,641                    1,862,757               70%

Domestic accommodation 2,038,434                     1,528,826                      754,934                    773,892                   51%

Communication 1,973,433                     1,480,075                      1,209,887                270,188                   18%

Other related expenditure items 369,587,608                 277,190,706                 209,281,757            67,908,949             24%

TOTAL 435,088,341    325,660,006     245,784,911 79,875,094  25%
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1.4 Monthly Budget Statement Tables  

The following pages present the twelve main Monthly budget tables as required in terms of section 8 
of the Municipal Budget and Reporting Regulations. These tables set out the municipality’s 2019/20 
budget and MTREF as approved by the Council. Each table is accompanied by explanatory notes on 
the facing page. 
 

Table C1 – Monthly   Budget Statement Summary 
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Explanatory notes to MBRR Table C1 – Monthly Budget Statement Summary  
 

• Table C1 is a Monthly budget statement summary and provides a concise overview of the 
Municipality’s budget from all of the major financial perspectives (operating, capital expenditure, 
financial position, cash flow, and MFMA funding compliance).  

• The table provides an overview of the amounts approved by Council for operating performance, 
resources deployed to capital expenditure, financial position, cash and funding compliance, as well 
as the municipality’s commitment to eliminating basic service delivery backlogs. 

• Financial management reforms emphasises the importance of the municipal budget being funded. 
This requires the simultaneous assessment of the Financial Performance, Financial Position and 
Cash Flow Budgets, along with the Capital Budget. The Budget Summary provides the key 
information in this regard: 

• The operating surplus/deficit (after Total Expenditure) is positive over the MTREF 

• Capital expenditure is balanced by capital funding sources, of which 

• Transfers recognized is reflected on the Financial Performance Budget; 

• Borrowing is incorporated in the net cash from financing on the Cash Flow Budget 

• Internally generated funds are financed from a combination of the current 
operating surplus and accumulated cash-backed surpluses from previous years.  
The amount is incorporated in the Net cash from investing on the Cash Flow 
Budget.  The fact that the municipality’s cash flow remains positive,and is improving 
indicates that the necessary cash resources are available to fund the Capital 
Budget. 

• The Cash backing/surplus reconciliation shows that in previous financial years the municipality 
was not paying much attention to managing this aspect of its finances, and consequently many of 
its obligations are not cash-backed.  These places the municipality in a very vulnerable financial 
position, as the recent slow-down in revenue collections highlighted.  Consequently, Council has 
taken a deliberate decision to ensure adequate cash-backing for all material obligations in 
accordance with the recently adopted Funding and Reserves Policy.  This cannot be achieved in 
one financial year.  But over the MTREF there is progressive improvement in the level of cash-
backing of obligations.  It is anticipated that the goal of having all obligations cash-back will be 
achieved by 2019/20, when a small surplus is reflected. 
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Table C2 – Monthly Budgeted Financial Performance (revenue and expenditure by standard 
classification) 
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Explanatory notes to MBRR Table C2 – Monthly Budgeted Financial Performance (revenue and 
expenditure by standard classification) 
 

• Table C2 is a view of the budgeted financial performance in relation to revenue and expenditure 
per standard classification.  The modified GFS standard classification divides the municipal 
services into 15 functional areas. Municipal revenue, operating expenditure and capital 
expenditure are then classified in terms if each of these functional areas which enables the 
National Treasury to compile ‘whole of government’ reports. 

• Note the Total Revenue on this table includes capital revenues (Transfers recognized – capital) 
and so does not balance to the operating revenue shown on Table C4. 

• Other functions that show a deficit between revenue and expenditure are being financed from 
rates revenues and other revenue. 

 
Table C3 – Monthly Budgeted Financial Performance (revenue and expenditure by municipal 
vote) 
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Explanatory notes to MBRR Table C3 - Monthly Budgeted Financial Performance (revenue and 
expenditure by municipal vote) 
 

• Table C3 is a view of the budgeted financial performance in relation to the revenue and expenditure 
per municipal vote.  This table facilitates the view of the budgeted operating performance in relation 
to the organisational structure of the Municipality.  This means it is possible to present the operating 
surplus or deficit of a vote. 

• Note that the surpluses on these trading accounts are utilised as an internal funding source for the 

capital programme for asset renewal, refurbishment and the development of new asset 

infrastructure, and are not used to cross-subsidise other municipal services 
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Table C4 – Monthly Budgeted Financial Performance (revenue and expenditure) 
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Explanatory notes to Table C4 – Monthly Budgeted Financial Performance (revenue and 
expenditure) 

• Total revenue amounted to R273m as at March 2020 (excluding capital transfers and 
contributions). Revenue generated from property rates is R102m which represents 37per cent of 
the operating revenue base of the Municipality and therefore remains a significant funding source 
for the municipality.   

• Services charges relating to electricity and refuse removal constitutes the biggest component of 
the revenue basket of the Municipality totaling R 91m as at March 2020. This growth can mainly 
be attributed to the increase in the bulk prices of electricity. 

• Transfers recognised – operating includes the local government equitable share and other 
operating grants from national and provincial government. The percentage share of this revenue 
source increases. 

• Bulk purchases as at end March 2020 amounted to R 78m. 

• Employee related costs and bulk purchases are the main cost drivers within the municipality and 
alternative operational gains and efficiencies will have to be identified to lessen the impact of wage 
and bulk tariff increases in future years. 
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Table C5 – Monthly Budget Capital Expenditure by vote, standard classification and funding 
source 
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Explanatory notes to Table C5 – Monthly Budgeted Capital Expenditure by vote, standard 
classification and funding source 
 

• Table C5 is a breakdown of the capital programme in relation to capital expenditure by municipal 
vote (multi-year and single-year appropriations); capital expenditure by standard classification; and 
the funding sources necessary to fund the capital budget, including information on capital transfers 
from national and provincial departments. 

• Unlike multi-year capital appropriations, single-year appropriations relate to expenditure that will 
be incurred in the specific budget year such as the procurement of vehicles and specialized tools 
and equipment.  The budget appropriations for the two outer years are indicative allocations based 
on the departmental business plans as informed by the IDP and will be reviewed on an annual 
basis to assess the relevance of the expenditure in relation to the strategic objectives and service 
delivery imperatives of the Municipality.   
The capital programme is funded from capital and provincial grants and transfers, public 
contributions and donations and internally generated funds from current year surpluses 
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Table C6 – Monthly Budgeted Financial Position 
 

 

Explanatory notes to Table C6 - Budgeted Financial Position 

• Table C6 is supported by an extensive table of notes providing a detailed analysis of the major 
components of a number of items, including: 

• Call investments deposits; 

• Consumer debtors; 

• Property, plant and equipment; 

• Trade and other payables; 

• Provisions non-current; 

• Changes in net assets; and  

• Reserves  

• The municipal equivalent of equity is Community Wealth/Equity.  The justification is that 
ownership and the net assets of the municipality belong to the community. 
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Table C7 - Budgeted Cash Flow Statement 

 

 

Explanatory notes to Table C7 - Budgeted Cash Flow Statement 

• The budgeted cash flow statement is the first measurement in determining if the budget is funded. 

• It shows the expected level of cash in-flow versus cash out-flow that is likely to result from the 
implementation of the budget. 

• The 2019/20 MTREF has been informed by the planning principle of ensuring adequate cash 
reserves over the medium-term 
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Part 2 – Supporting Documentation 

  
Supporting Table SC2 Monthly Budget Statement - performance indicators  
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KZN433 Greater Kokstad - Supporting Table SC5 Monthly Budget Statement - investment 
portfolio   
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KZN433 Greater Kokstad - Supporting Table SC6 Monthly Budget Statement - transfers and 
grant receipts  
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KZN433 Greater Kokstad - Supporting Table SC7 (1) Monthly Budget Statement - transfers 
and grant expenditure   
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KZN433 Greater Kokstad - Supporting Table SC8 Monthly Budget Statement - Councilor and 
staff benefits  
 

 

 

 

 



 

33 | P a g e  
 

 

Supporting Table SC9 Monthly Budget Statement - actuals and revised targets for cash 

receipts  
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KZN433 Greater Kokstad - Supporting Table SC12 Monthly Budget Statement - capital 
expenditure trend  
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KZN433 Greater Kokstad - Supporting Table SC13a Monthly   Budget Statement - capital 
expenditure on new assets by asset class  
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KZN433 Greater Kokstad - Supporting Table SC13c Monthly   Budget Statement - expenditure 
on repairs and maintenance by asset class  
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KZN433 Greater Kokstad - Supporting Table SC13d Monthly Budget Statement - depreciation 
by asset class  
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KZN433 Greater Kokstad - Supporting Table SC13e Monthly   Budget Statement - capital 
expenditure on upgrading of existing assets by asset class  
 

 
 
 

Performance indicators and benchmarks 

• Borrowing Management 

Capital expenditure in local government can be funded by capital grants, own-source revenue 
and long term borrowing.  The ability of a municipality to raise long term borrowing is largely 
dependent on its creditworthiness and financial position.  As with all other municipalities, 
Greater Kokstad Municipality’s borrowing strategy is primarily informed by the affordability of 
debt repayments.   
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• Safety of Capital 

The debt-to-equity ratio is a financial ratio indicating the relative proportion of equity and debt 
used in financing the municipality’s assets. The debt to equity ratio in 2019/20 is 26.1 per cent. 
The indicator is based on the total of loans, creditors, and overdraft and tax provisions as a 
percentage of funds and reserves. As part of the planning guidelines that informed the 
compilation of the 2019/20 MTREF ensuring proper cash-backing of reserves and funds has 
been considered a prudent financial sustainability. 

• Liquidity 

Current ratio is a measure of the current assets divided by the current liabilities and as a 
benchmark the Municipality has set a limit of 1, hence at no point in time should this ratio be 
less than 1. Going forward it will be necessary to maintain these levels. 
 
The liquidity ratio is a measure of the ability of the municipality to utilize cash and cash 
equivalents to extinguish or retire its current liabilities immediately.  Ideally the municipality 
should have the equivalent cash and cash equivalents on hand to meet at least the current 
liabilities, which should translate into a liquidity ratio of 1.  Anything below 1 indicates a shortage 
in cash to meet creditor obligations.  For the 2019/20 financial year the ratio was 1.7 and as 
part of the financial planning strategy it has been decreased to 1.3 as at end March 2020.   

• Revenue Management 

As part of the financial sustainability strategy, an aggressive revenue management framework 
has been implemented to increase cash inflow, not only from current billings but also from 
debtors that are in arrears in excess of 90 days.  The intention of the strategy is to streamline 
the revenue value chain by ensuring accurate billing, customer service, and credit control and 
debt collection. 

• Creditors Management 

The Municipality has managed to ensure that creditors are settled within the legislated 30 days 
of invoice.  While the liquidity ratio is of concern, by applying daily cash flow management the 
municipality has managed to ensure a 100 per cent compliance rate to this legislative 
obligation.  This has had a favourable impact on suppliers’ perceptions of risk of doing business 
with the Municipality, which is expected to benefit the Municipality in the form of more 
competitive pricing of tenders, as suppliers compete for the Municipality’s business. 

• Other Indicators 

The initiatives to ensure these targets are achieved include managing illegal connections and 
theft of electricity by rolling out smart metering systems, including prepaid meters. 

 
 
Employee costs as a percentage of operating revenue continues to increase over the MTREF.  

 
Similar to that of employee costs, repairs and maintenance as percentage of operating revenue 
is also decreasing owing directly to cost drivers such as bulk purchases increasing far above 
inflation.  In real terms, repairs and maintenance has increased as part of the Municipality’s 
strategy to ensure the management of its asset base. 
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1.5 Legislation compliance status 

Compliance with the MFMA implementation requirements have been substantially adhered to through 
the following activities: 
 

• Budget 
This annual budget has been developed in accordance with the requirements prescribed by 
the MFMA, Municipal Budget and Reporting Regulations, National Treasury and mSCOA 
regulations. Budgets are being tabled and approved within the required legislative timeframes. 

 

• IDP 
The 2019/20 review process is complete, with community consultation already undertaken as 
required by legislation. 

 

• In year reporting 
Fully compliant with regards to monthly, quarterly and annual reports to Council, Provincial and 
National Treasury. 
Section 52(d) reporting to the Executive Mayor (within 24 working days) has progressively 
improved and includes monthly published financial performance on the Municipality’s 
website.    

 

• Internship programme 
 

The Municipality is participating in the Municipal Financial Management Internship programme 
and has employed five interns undergoing training in various divisions of the Financial Services 
Department.  

 

• Budget and Treasury Office 
The Budget and Treasury Office has been established in accordance with the MFMA and 
National Treasury requirements. 

 

• Audit Committee 
The Audit Committee, an independent external committee provides an oversight function over 
the financial and risk management and performance of the municipality. 

 

• Service Delivery and Budget Implementation Plan 
The SDBIP is a key management, implementation and monitoring tool, which provides 
operational content to the end-of-year service delivery targets, set in the budget and IDP. The 
SDBIP provides a credible information management plan to ensure service delivery targets 
and other performance management indicators are achieved. 
It is the mechanism that ensures that the IDP and Budget are aligned. The focus of the SDBIP 
is the creation of both financial and non-financial measurable performance objectives in the 
form of service delivery targets. It contains the Strategic Focus Areas which is then drilled down 
into programs, projects and subprojects. 
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      1.6 Municipal manager’s quality certificate 

 
I L.H. Mapholoba Municipal Manager of Greater Kokstad Municipality, hereby certify that the 
Monthly budget statement report for quarter ending 31 March 2020 and supporting 
documentation have been prepared in accordance with the Municipal Finance Management 
Act and the regulations made under the Act. 
 
Print Name _____________________________________________  
Municipal Manager of Greater Kokstad Municipality (KZN 433) 
 
Signature  ________________________________________ 
 
Date   ______________________________________________ 

 


