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STATEMENT  OF  FINANCIAL  PERFORMANCE  AND  THE  

IMPLEMENTATION OF THE 2023/2024 BUDGET FOR THE PERIOD 

ENDING 31 July 2023 
  

1. PURPOSE  

  

The purpose of the report is to submit to the Mayor the statement of financial performance and 

implementation of the 2023/24 Budget of the Ray Nkonyeni Municipality for the period ending 31 

July 2024 in line with the statutory requirements of S71 of the Municipal Finance Management Act 

(2003).  

  

2. AUTHORITY  

  

Mayor  

3. LEGAL / STATUTORY REQUIREMENTS  

  

Municipal Finance Management Act No 56, 2003 Chapter 8, Section 71.  

  

4. BACKGROUND  

  

In terms of Section 71(1), (2) and (3) of the MFMA No 56, 2003 Chapter 8, the Accounting Officer 

of a municipality must by no later than 10 working days after the end of each month submit to the 

mayor of the municipality and the relevant provincial treasury a statement on the financial 

performance of that municipality.  

  

5. EXECUTIVE SUMMARY  

  

The monthly budget statement in terms of section 71 of the Municipal Finance Management Act 

for the period ended 31 July 2023 is detailed below. The monthly budget statement is divided into 

the following:  

  

5.1 Statement of Financial Performance  

5.2 Revenue By source  

5.3 Expenditure by Type  

5.4 Debtors Age Analysis  

5.5 Creditors Age Analysis 

5.6 Capital Expenditure  

5.7 Transfers and Grants Receipts  

5.8 Transfers and Grants Expenditure  

5.9 Salaries Expenditure  

5.10 Long-term Loans  

5.11 Performance Indicators  

5.12 Investment Register 
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6. MAIN TABLES  

  

6.1. Monthly Budget Statement Summary  

6.2. Financial Performance by Revenue and Expenditure  

6.3. Capital Expenditure   

6.4. Cash Flow 

6.5. Financial Position  
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5.1 Monthly Budget Statement of Financial Performance  

   
This table provides an overview of the monthly actual, year to date actual and year to date 
Budget of revenue by Source and expenditure by type.   
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5.2 Financial Performance -Revenue by Source  

 

The above revenue by source and expenditure by type can be explained in detail as per the table 

below:  

 

 

Revenue  

  

This table provides an overview of the monthly actual, year to date actual and year to date Budget 

of Exchange and Non-Exchange Revenue and details explained below.  
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Property Rates  

  

Property rates comprise of multiple categories under the jurisdiction of Ray Nkonyeni Municipality, 

the bulk revenue is billed on three categories: Residential properties, Business and Commercial 

properties as well as State owned properties. The annual budget for Property rates is R509,4 

million and The YTD actual billing is R43.12 million, compared to the YTD budget of R45 million. 

There is a R1.3 million variance. 

Electricity Revenue  

  

The YTD Actual for the electricity billing for the period ended 31 July 2023 is R15.1 million while 

the YTD Budget is R 15.2 million. There is a variance of R71 thousand between the YTD actual 

and YTD budget. The YTD actual is in line with the budget. 

 

Refuse Revenue  

 

The overall YTD actual billing for refuse removals is R5.72 million and the YTD Budget billing is 

R5.70 million, with YTD variance of R17 thousand.  
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Interest earned on arrear debtors 

  

The interest charged on arrear debtors to date is R2.47 million, 45 thousand less compared to the 

YTD budget of R2.5 million. The YTD Actual is in line with the YTD budget. 

 

 Agency Services  

  

Agency services comprise of driver’s license application, learners license application and renewal 

fees, this is the commission earned by the municipality on the services performed by the 

municipality on behalf of the Department of transport and third parties on payroll section. The 

annual projected revenue is R5.4 million, with the YTD actual of R516 thousand showing a 68 

thousand variance. YTD Actual is in line with revenue projections. 

 

Fines  

  

Fines, Penalties, and forfeits are derived from Building fines, illegal connections, overdue books, 

and the bulk budget being on traffic fines and the total budget being R31 million. The YTD actual 

is R7 thousand compared to a YTD budget of R2.6 million there is a large variance which is a 

result of the billing of fines being less than expected. 

  

Exchange Revenue - Licenses and Permits  

 

Licenses and permits for exchange revenue actuals to date amounts to R51 thousand with a YTD 

budget of R53 thousand and there is a 2 thousand variance against. This shows that the revenue 

is in line with revenue projections.  

 

Non-Exchange Revenue – Licenses and Permits 

Licenses and permits for non-exchange revenue actuals to date amount to R55 thousand with a 

YTD budget of 802 thousand. The YTD actual mainly comprises of public driver permits and taxi 

rank fees. 

 

Rental of Facilities  

  

Rental of facilities amounts annual budget is R3.5 million, this is the rental of fixed asset revenue 

such as halls, airport hangers, skip hire and garages. The YTD actuals for the rental of facilities 

is R336 thousand compared to a YTD budget, resulting to a 45 thousand positive variance. This 

indicates that more rental revenue was collected as anticipated. 

 

Total Revenue 
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The YTD Actual revenue excluding capital transfers is R 190.5 million for the period ending 31 

July 2023, YTD Budget is R108.6 million, the variance is caused by the differences within the 

different revenue streams and how they have been performing.  

 

5.3 Expenditure by Type  

 

 

 

 

 

Employee related costs and Remuneration of Councillors 

  

The YTD actuals for employee related costs amount to R38.5 million as of 31 July 2023 which 

comprises of salaries, bonuses and various allowances amongst other items that are directly 

attributable to employee remuneration.. Remuneration of councilors YTD actuals are sitting at R 

2.4 million. Employee related cost is further detailed under table 5.9 Salaries Expenditure Details. 
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Contracted Services  

  

Contracted services are made up of various operational projects such as Repairs and 

maintenance and typical work stream. Contracted services YTD actuals for the period ended 31 

July 2023 amounts to R11.5 million, the YTD Budget is R11.2 million. 

 

Inventory Consumed 

 

YTD Inventory consumed amounts to R390 thousand as of 31 July 2023 with the YTD Budget 

being R900 thousand. There is less consumption of stationery and stores since this is the 

beginning of the year. 

 

Depreciation and Amortization 

  

The figure for depreciation and amortization has not yet been finalized for the month of July 

2023 due to the compilation of financial statements for the year under assessment. 

 

 

Transfers and Subsidies 

 

Transfers and subsidies relate to donations made by the municipality to fund local economic 

development such as SMME development, Cooperative’s development, and poverty alleviation 

projects with the jurisdiction of Ray Nkonyeni Municipality. The YTD actual for July 2023 stands 

at R941 thousand with a YTD budget of R168 thousand. The annual budget for transfers and 

subsidies is R13.8 million. 

 

 

 

Overall expenditure budget  

 

The overall expenditure YTD Actual is R67 million as of 31 July 2023, YTD Budget is R30.4 million. 

There is R36 million variance, due to the trends of different types of expenditure as explained 

above such as transfers and subsidies and operational costs which reflect a large variance 

compared to YTD budget. 

 

 

 

Surplus/ (Deficit)  

 

Total Revenue less Total Expenditure equals to Surplus (Deficit). YTD Surplus excluding capital 

transfers is R123.5 million compared to the YTD Budget surplus of R78.2 million due to budget 

spread over the months. 
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5.4 Debtors Age Analysis  

 

 

 

Details on the consumer debtors are presented under revenue section report and detailed 

presentation is done by the revenue management team. 

 

5.5 Creditors Age Analysis  

 

 
 

Details on outstanding creditors are presented under expenditure section report and detailed 

presentation is done by the expenditure team. 
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5.6 Capital Expenditure  

 

 

 

The above table give details of YTD actual capital expenditure and the funding. The YTD Actual 

capital expenditure is R8.9 million, the YTD budgeted is R496 thousand and there is R8.4 million 

variance. The R8.9 million of YTD actuals for capital expenditure, R8.3 million is funded by 

national grants, and R571 thousand from internally generated funds. 
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5.7 Transfers and Grants Receipts  

  

 

 
 

Transfers and Grants Receipts  

  

The total grants received to date for period ending 31 July 2023 amounts to R49.8 million, which 

include R35.5 million from Integrated Urban Development Grant, R14.3 million from 

Neighbourhood Development Grant. 

 

5.8 Transfers and Grants Expenditure  

 

 

 

Transfers and Grants Expenditure 

 

Grants are monitored monthly, and Grant’s register is communicated/ shared with management 

to ensure effective management of grants and 100% expenditure. As of 31 July 2023, there is no 

operating expenditure recorded but there is capital expenditure amounting to R9 591 371 for both 

integrated Urban Development and Neighbourhood Grant. 
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Grant’s expenditure  

  

 •     Integrated Urban Development Grant (IUDG)   

  

An amount of R35.5 million has been received to date for the IUDG. This is a capital grant 

and the YTD actual for the period ended 31 July 2023 is R6.7 million and has been spent 

on various capital projects.  

 

 

 Neighbourhood Development Partnership Grant 

 

An amount of R14.3 million has been received for the Neighbourhood Development 

Partnership Grant together with an unspent amount of R1.2 million from the previous year 

which the municipality needs to apply for rollover. This is a capital grant and the YTD actual 

for the period ended 31 July 2023 is R2.9 million. 
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5.9 Salaries Expenditure details  
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Councillors Remuneration 

The remuneration of councillors actuals to date is R2.4 million with an identical variance since 

there is no TYD Budget for this item as it budgeted from the month of August. 

 

Senior Managers of the Municipality 

The head of departments on the municipality including the Municipal manager are classified under 

this subheading with a YTD actual of R568 thousand and it does not yet have an allocation as per 

budget allocations. 

 

Other Municipal Staff 

The municipal staff year to date spending is sitting at R24 million. 

 

5.10 Long-term Loans  

 

 

 

 

The municipality currently has a structured unsecured loan with the Development Bank of 

Southern Africa (DBSA), The Municipality entered into a loan agreement for the funding of Capital 

infrastructure projects, in the 2020/21 financial year the first drawdown of R3.5 million was 

received, as well as the second drawdown of R8.47 million and current loan balance outstanding 

is R18.8 million as of 31 July 2023.  The municipality is still able to make loan repayments as and 

when they fall due. The capital projects funded by borrowings in the 2023/24 financial year have 

been funded by a portion of unspent borrowing and internally generated funds. The loan 

agreement from DBSA is spread across four years funding various capital projects the application 

was made at the end of last financial year and was received on the 1st month of the financial year. 
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5.11  Performance Indicators  

 

 
 

The above table gives an overview of the financial indicators of the municipality for the period 

ended 31 July 2023 and the indicators are broken down below. 

Borrowing Management 

The outstanding amount in the loan from DBSA is currently sitting at R18 808 346.86 as of 31 July 

2023. 

 

 

Liquidity  

Current Ratio: is calculated by a total of Current Assets/ Current Liabilities. 

Budgeted Current Ratio: 645 023 000/335 379 000= 1.92:1 

Actual Current Ratio as 31 July 2022:  R 720 808 000/ R290 397 000= 2.48:1 
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Current ratio is a liquidity ratio used to measure whether the municipality has enough resources 
to meet its short-term obligations. A good ratio is R1.5-R2 for every R1 owed. The budget showed 
a R1.92: R1 ratio and the actual ratio as of 31 July 2023 is R2.48:R1 which is still above the norm. 

 

Acid test Ratio: Current Assets- Inventory/Current Liabilities. 

 

Budgeted Acid test Ratio: (R645 023 000 - R2 559 000)/R335 379 000 = 1.91:1 

 

Actual Acid test Ratio as 31 July 2022: (R720 808 000 – R6 098 000) / R290 397 000 = 2.46:1 

The acid-test ratio, commonly known as the quick ratio, uses an organization’s balance sheet data 
as an indicator of whether it has sufficient short-term assets to cover its short-term liabilities. The 
acid-test ratio disregards current assets that are difficult to quickly liquidate such as inventory. The 
acid-test ratio may not give a reliable picture of an organization’s financial condition if the 
municipality has accounts receivable that take longer than usual to collect or current liabilities that 
are due but have no immediate payment needed. A good ratio is R1 for every R1 owed. Both 
budgeted and actual to date acid test ratio are more than R1:R1 which shows that the municipality 
would be able to pay it short term liabilities with its easily liquidated short term assets. 
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5.12  Investment Register 

 

 
 

The Investment register as of 31 July 2023 has the closing balance of R219.6 million, with R659 

thousand total interest earned for the month from which R1.69 million was made on primary 

investment and various investment accounts as shown in the above register. 

 



20 | P a g e    

  

6.1 Monthly Budget Statement Summary 

 

The above table provides a concise overview of the monthly actual, year to date actual of the 
operating expenditure, capital expenditure, and age analysis. The full year forecast as seen the 
table above takes in the account the original budget less the YTD budget plus the YTD actual, this 
therefore gives a projection based on the YTD performance on how the municipality will perform 
for the financial year in terms of the original budget. 
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6.2 Statement of Financial Performance (Revenue and Expenditure)  

 

 
 
The table provides an overview of the monthly actual, year to date actual and year to date Budget 

of revenue by Source and Expenditure by Type for the period ended 31 July 2023. The full year 

forecast provides a guideline in terms of overall performance, and it gives an overview whether 

the municipality will be able to spend as per budget. 
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6.3 Capital Expenditure  

 

 
This table provides an overview of actuals to date of the capital expenditure on monthly basis of 

the municipality for the period ended 31 July 2023. 
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6.4 Statement Cash Flow 

 
 

 

A cash flow statement provides data regarding all cash inflows a municipality receives from its 

ongoing operations and external investment sources. As of 31 July 2023, Cash received from 

operations YTD actual is more than the anticipated cash collection due to that the municipality 

received more grants on the first month of the financial year. 
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6.5 Statement financial Position 

  

 
 

The statement of financial position indicates the financial health of the municipality as the assets 

and liabilities are listed to measure the solvency of the municipality for the period ended 31 July 

2023. Total assets are R2.9 billion over the total liabilities of R484.5 million this therefore mean 

the municipality is still able to meet its financial obligations. 


