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1. EXECUTIVE SUMMARY  
  

1.1. BACKGROUND  

  

  

In terms Section 72 of the municipal finance management act No. 56 of 2003 (MFMA) requires that the 
accounting officer of a municipality must by 25 January each year assess the performance of the municipality 
during the first half of the financial year.  
  

The Draft Budget 2023/24 was noted by Council of Ray Nkonyeni Municipality before the 31 March 2023 for 
public and stakeholder consultation. Few meetings were held in the municipal area, radio station. The annual 
budget was then presented in the council meeting for council approval on 30 May 2023. 
  

The 2023/24 budget was prepared in accordance with the National Treasury guidelines as outlined in MFMA 
Circular No.122, MFMA Circular No. 123 and Provincial Treasury Circular PT/MF 08 OF 2022/23 as well as 
municipal budgeting and reporting regulations and considering the following: -  
  

• The medium-term strategic planning of the municipality.  
• MSCOA regulations.  
• The role of Local Government in achieving the National outcomes.  
• The State of the Nation Address by the President.    
• The five Government Priorities.  
• National Development Plan.  
• National Budget Speech 2023.  
• The Division of Revenue Allocations as per the Division of Revenue Act (DORA)  
• Provincial Gazette. 

  

1.2. CHALLENGES IN THE IMPLEMENTATION OF 2022/23 BUDGET  

  

The following challenges have been experienced since the adoption of the budget for implementation: -  
  

• Under recovery of revenue billed  

• Collection of long outstanding debtors  

• Implementing Funding Segment of the mSCOA segments 
   

1.3. INTERVENTIONS  

   

• Strengthened the implementation of debt collection policy.  

• Advertise projects before the start of financial year after the budget approval.  

• Adopt procurement plan before the start of the financial year.  

• Finalizes appointment of contractors. 

• Incentives given to customers for settling of accounts like interest written off. 
 

 

1.4. FINANCIAL PERFORMANCE OVERVIEW  
  

Financial overview on the mid-year assessment for the 2023/24 financial year will be based on the 

performance outcome from the 1st of July 2023- 31st of December 2023 on the bases of actual versus 

budgeted outcomes. In addition, a comparison of the actual outcomes for the previous years mid-year 
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performance versus the current year mid-year performance to determine an increase or decrease in 

performance. 

 

The following chart analysis in comparing a July- December actual Performance for the previous financial 

year 2023 mid-year performance and the current financial year mid-year performance. 
 

Revenue  

 
 

There is an overall 15 % increase in revenue for the 2024 financial year mid-year performance in comparison 

to the 2023 financial year. 
 

Expenditure 

 
 

There is an overall 12 % increase in expenditure for the 2024 financial year mid-year performance in 

comparison to the 2023 financial year. 
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Capital Expenditure 

 
 

There is an overall 18% increase in capital expenditure for the 2024 financial year mid-year performance in 

comparison to the 2023 financial year because of increased capital funding and implementation of new capital 

projects in the aid of service delivery.  

 

 

Previous year performance trends  

 

 
 

The table above shows the previous financial year’s mid-year performance as well as the performance in the 

3rd and 4th quarter. This therefore provides an indication based on prior year trends on the anticipated 

performance,in assets acquisition and expenditure it increased in the last 2 quarters, but the revenue 

decreased. These trends will be the bases for the adjustment budget in February to ensure a funded and 

realistic budget for the municipality. 
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The table below shows the actual performance as the mid-year assessment versus the projected 

year to date performance. 

 
  

Total operational revenue  

Total operating revenue amounts to R 771.2 million for the period starting from July 2023 to December 2023 
with the YTD budgeted of R703.6 million and a variance of R67.6 million overall, which is in line with the 
projected revenue for the first half of the financial year in terms of the total budgeted operational revenue. Total 
operating revenue is broken down below for each line item. 
 

  
Service Charges-Electricity 

 

The actual billing for the electricity  is R92.9 million for the period ended 31 December 2023 against the year 

to date budget of R91.2 million. There is a variance of 2% between the year to date actual and year to date 

budget, which amounts to positive R1.6 million. Electricity billing will be monitored and adjusted accordingly 

during the adjustment budget process in February.  

 

Service Charges- Refuse  

 

The year to date actual billing for refuse removals is R40.7 million for the first half of the financial year with the 

year to date budget of R39.9 million. The variance is R780 thousand which is 2%, comparing the actual against 

the year to date budget. The variance is caused by the annual billing of the cutomers that changed from being 

billed monthly to annual billing that was not catered for in the budget process.  
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Property rates 

  

The actual billing of the property rates for the period ending 31 December amounts to R 328.6 million against 

the budget of R324.2 million. The 1% variance is caused by the change made by the customers for being billed 

monthly to the annual billing, and monthly billing budget will be corrected in the adjustment budget to cater the 

increased of the annual billing. 
  

Investment revenue  

 

Total investments revenue (Interest from Current and Non-Current Assets) as at end of December 2023 

amounts to R5.6 million which is 31% more than the anticipated revenue at this period. The municipality 

received more funds for different grants in the second quarter of the financial and year, hence why the 

municipality generated more interest. The performance mainly depend on the cash coverage ratio of the 

municipality, that shows that ratio has improved from the previous financial year. That means the municipality 

can invest funds for to accumulate the interest. The required cash coverage is 3 months and the current cash 

coverage for the municipality the month of December is sitting at 1.18 months, that shows an improvement 

when comparing it to mid performance of the last financial year which was  0.74 months.  
  

Transfers and Subsidies  

 

The year to date transfers and subsidies revenue amounts to R257.8 million and R61.1 million for both 

operational and capital respectively. The variance of the operational transfers and subsidies is at the positive 

32%, meaning the municipality has recognised more revuene than it was anticipated, whereas the capital 

transfers and subsidies is at  the positive 11%. 
  

Fines, penalties and forfiets  

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 year to date actual is R10.4 

million compared to a year to date budget of R15.5 million. The variance is mainly caused by low fines 

issued and the budget amount will be revised in adjustment budget. 
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Total expenditure  

 

Total operational expenditure is R579.7 million which is 7% less than the year to date budget of R626.3 million. 

The negative R46.6 million variance is attributed the expenditure line items below. 

  
Employee cost and Councillor’s remuneration  

 

Employee cost amounts to R236.9 million and that is 1% more than the year to date budget of R234.4 million. 

The difference is caused by the bonus line item as the employees are not getting the bonus on the same 

month, but that will be covered throughout the financial year. Items with the employee costs will be reviewed 

and adjust accordingly during the adjustment budget.The councillors’ remuneration year to date actual 

amounts to R23.0 million with the variance of 48% more than the year to date budget. The variance in council 

remuneration was due to COGTA upgrading council remuneration to a new task grade. The council’s 

remuneration is expected to be adjusted by R9.6 million in the adjustment budget to accommodate the 

upgrade. 
  

Depreciation and asset Impairment  

 

The year to date actual for depreciation has been calculated for the period  ending 31 December 2023 is  R43.6 

million compared to the year to date budget of R53.4 million. The variance between the budgeted figure and 

the actual figure is due to depreciation of the anticipated additions on the Property Plant and Equipment that 

are not yet acquired or transferred from Work in progress.  

  

Finance charges  

Finance charges cost is 480 thousand, which is 90% less than the year to date budget of R4.9 million.The 

budget was prepared including the interest that will be incurred on the last withdrawal of R21.5 million from 

DBSA loan. The withdrawal is not yet done and the adjustment as per the armotisation schedule will be done 

on this line item during the adjustment process in February.  
 

Inventory Consumed and bulk purchases  

 

Inventory consumed amounts to R7.7 million as of 31 December 2023 with the year to date budget being R6.5 

million. This reflects a variance of R1.1 million more. Inventory budget was straight lined across the 12 months 

of the financial year and will be a variance as consumption differs.  

 

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 December 2023 stands at R6 million with a YTD budget of 

R5.7 million. The annual budget for transfers and subsidies is R14.8 million. 
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RAY NKONYENI MUNICIPALTY BUDGET AND TREASURY DEPARTMENT Month-ended: - 31 

December 2023 

 

2.  Budget Implementation Report  

  

2.1.    Executive Summary  

This report is based upon financial information available at the time of preparation. The provisional financial result for the 

month ended 31 December 2023 is summarized below.  

 

 
  

2.2. Statement of financial performance  

The statement of financial performance is shown in table C4, is prepared on the prescribed budget format, detailing 

revenue by source and expenditure by type.  
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The above table provides an indication of based on treasury norms on the implementation of the budget as at 

midyear, based on the information above, shows that the overall operational revenue shows that it billed or 

recognised revenue more than the anticipation and the norm is 95%-100% but the municipality is sitting at 

116%. Service charges and property rates are just 2% more than the required norm. Operational expenditure 

is 2% below the budgeted projections and capital expenditure is 16% more than the required norm. The 

variances that have contributed to the budget implementation being have been listed below and explained in 

Table SC1. 
 

The major operating revenue variances against budget are:  
  

• Service Charges  

• Rental of facilities and equipment  

• Interest on investment and outstanding debtors  

• Fines, penalties, and forfeits  

• Licenses and permits  

• Transfers and grants  

• Other revenue  

 The major operating expenditure variances against budget are:  
  

• Depreciation and impairment 

• Finance Charges   

• Inventory consumed  

• Transfers and grants  

• Contracted services 

• Other Expenditure   

116%

Actual Capital Expenditure                      69 583 000 

Budget Capital Expenditure                      60 164 000 

93%

Actual Operating Expenditure                    579 720 000 

Budget Operating Expenditure                    626 314 000 

110%

Actual Operating Revenue                    771 162 000 

Budget Operating Revenue                    703 570 000 

102%

Actual Service Charges and Property 

Rates Revenue
                   462 122 000 

Budget Service Charges and 

Property Rates Revenue
                   455 292 000 

4

Service Charges and Property 

Rates Revenue Budget 

Implementation Indicator

Actual Service Charges and Property Rates 

Revenue / Budget Service Charges and Property 

Rates Revenue x 100

Statement of Financial Position, 

Budget, AFS Appendices, IDP, In-

Year reports and AR

95% - 100% 2023/24 Projected 2

3
Operating Revenue Budget 

Implementation Indicator 

Actual Operating Revenue / Budget Operating 

Revenue x 100

Statement of Financial Position, 

Budget, AFS Appendices, IDP, In-

Year reports and AR

95% - 100% 2023/24 Projected 2

2
Operating Expenditure Budget 

Implementation Indicator

Actual Operating Expenditure / Budgeted Operating 

Expenditure x 100

Statement of Financial Position, 

Budget, AFS Appendices, IDP, In-

Year reports and AR

95% - 100% 2023/24 Projected 2

3. BUDGET IMPLEMENTATION

1
Capital Expenditure Budget 

Implementation Indicator

Actual capital Expenditure / Budget Capital 

Expenditure x 100

Statement of Financial Position, 

Budget, AFS Appendices, In-Year 

reports and AR

95% - 100% 2023/24 Projected 2
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2.3. Capital expenditure  

The capital expenditure report shown in Table C5 has been prepared based on the format required to be 

lodged electronically with National Treasury and it’s categorized by municipal function segment.  

  

Total capital expenditure amounts to R69.6 million and year to date budget of R60.2 million. Municipality has 

spent 16% more than the year to date budget.  

 

  
  



 
 

14 | P a g e  
 

2.4.  Cash Flow statement 

 

Cash flow statement show positive balance on the Municipal bank accounts of R237.2 million as at the 31 

December 2023, that shows a slightly declined compared to balance as at 31 December 2022 of R239.8 

million. The municipality has a collection rate of 90% as of 31 December 2023 to billed revenue and that is  

5% decrease compared to 31 December 2022, however the municipality has maintained an average of 74.3% 

for the first half of the 2023/24 financial year. The Municipality currently has a 1.18 months cash coverage for 

its operations, with revenue enhancement strategies and expenditure management strategies in place to 

ensure a continued increase to reach a target of 3 months cash coverage for operations. 
 

 

 

CONSUMERS - SUMMARY - 2023/24 (COLLECTION RATE)

July August September October November December Totals

Billing 71 719 975.76     133 041 961.38   70 645 889.48     82 147 945.92     65 917 154.07     72 458 590.79    495 931 517.40   

Receipts -32 771 072.06    -54 226 775.45    -79 361 837.61    69 438 301.75-     67 299 268.65-     65 452 521.19-    -368 549 776.71 

Balance O/S 38 948 903.70     78 815 185.93     -8 715 948.13      12 709 644.17     -1 382 114.58      7 006 069.60       127 381 740.69   

% O/S 54% 59% -12% 15% -2% 10% 26%

% Collected 45.69% 40.76% 112.34% 84.53% 102.10% 90.33% 74.31%

AV COLLECTED

actual collected for July = 46%

average collected for July to Aug = 42%

average collected for July to Sept = 60%

average collected for July to Oct = 66%

average collected for July to Nov= 72%

average collected for July to Dec= 74%
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2.6. Outstanding Debtors  

The debtors report in Table SC3 has been prepared based on the format required to be lodged 

electronically with National Treasury and categorized by municipal votes. The summary report indicates 

the following below. The total debtors amount to R636.7 million, and there is an increase of R 127.8 

million compared to balance as at 30 June 2023. 

 

 
 

 

2.7.  Outstanding Creditors  

  

The report has been prepared based on the format required to be lodged electronically with National 

Treasury. It provides for an aged analysis. The amount owed is for trade creditors amounts to R1.3 million. 
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2.8. Investment portfolio  

 
  

  

The Investment register as of 31 December 2022 has the closing balance of R227.8 million, with R6.3 million 

total interest earned for the month from which R3.7 million was made on primary investment and various 

investment accounts as shown in the above register including the housing development fund which in not a 

part of the interest earned shown on the statement of financial performance as this in not revenue generated 

for the municipality but rather interest earned on unspent housing development funds. 

 

 

 2.9. WITHDRAWALS FROM THE MUNICIPAL BANK ACCOUNT IN TERM OF SECTION 11 OF THE 

MFMA  

  

2.9.1. Sub-Section 11 (1) (b) – To defray expenditure authorized in terms of section 11  

  

INFORMATION  

Section 26 – Consequences of failure to approve budget before start of budget year.  

Sub – Section (4) – Until a budget for the municipality is approved in terms of subsection (1) 

funds for the requirement of the municipality may, with the approval of the MEC for finance in 

the province, be withdrawn from the municipality’s bank account in accordance with sub-

section (5).  

  

If applicable, the following information must be attached and included in the report.  

  

Copy of approval by MEC for finance  

Total of Current and Capital expenditure for that quarter.     
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MANAGEMENT RESPONSE   

Budget 2022/23 was approved prior to start of budget year and therefore no further evidence is required.  

  

2.9.2. Sub-Section 11 (1) (c) – To defray unforeseeable and unavoidable expenditure authorized in 

terms of section 29 (1).  

INFORMATION  

Section 29 – Unforeseen and unavoidable expenditure.  

  

Sub – Section (1) – The mayor of a municipality may in emergency or other exceptional 

circumstances authorize unforeseeable and unavoidable expenditure for which no provision 

was made in an approved budget.  

  

If applicable, the following information must be attached and included in the report.  

  

Copy of authorization by the mayor.  

Total of Current and/or Capital expenditure for that quarter.  

Detail and reason for the unforeseeable and unavoidable expenditure.   

  

MANAGEMENT RESPONSE   

There was no unforeseen and unavoidable expenditure authorized by Mayor.  

  

2.9.3. Sub-Section 11 (1) (d) – In the case of a bank account opened in terms of section 12, to make 

payments from the account in accordance with sub-section (4) of that section.  

INFORMATION  
Section 12 – Relief, charitable, trust or other funds.  
  
Sub-Section (4) – Money in a separate account opened in terms of sub-section (2) may be 
withdrawn from the account without appropriation of an approved budget, but only-  
  

a) By or on the written authorized of the accounting officer acting in accordance with 
decisions of the municipal council; and   

b) For the purposes for which, and subject to any conditions on which the fund was 
established or the money in the fund was donated.  

  
If applicable, the following information must be attached and included in the report.  
  
Name of account, type, purpose and amount paid 
Detail of payment.  
Copy of written authority.  
   

  

MANAGEMENT RESPONSE   

There were no funds that were withdrawn from municipal bank account other than the approved budget 

appropriation of funds.  

  

2.9.4. Sub-Section 11 (1) (e) – To pay over to a person or organ of state money received by the 

municipality on behalf of that person or organ of state.  
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INFORMATION  
If applicable, the following information must be included in the report:  
  
Total amount of pay over for that quarter and reason.  
  

a) Money collected by the municipality on behalf of that person or organ of state by 
agreement.  

b) Any insurance or other payment received by the municipality for that person or 
organ of state.  

  

MANAGEMENT RESPONSE   

Nil Return  

  

2.9.5. Sub-Section 11 (1) (f) – To refund money incorrectly paid into a bank account.  

  

MANAGEMENT RESPONSE   

There no funds that were incorrectly received by the municipality in it bank account.  

 

 

 

 

  

2.9.6. Sub-Section 11 (1) (g) – To refund guarantees, sureties and security deposit.  

INFORMATION  

If applicable, the following information must be included in the report:  

  

Total amount of refunds for that quarter. (Example)  

  

Guarantees            -       Nil  

Sureties                   -      Nil  

Security Deposit    -       Nil  

  

MANAGEMENT RESPONSE   

Performance Guarantees        -  Nil   

Guarantees                  -  Nil  

Sureties                         -  Nil  

Security Deposit          -  Nil  

  

  

2.9.7. Sub-Section 11 (1) (h) for cash management and investment purposes in accordance with 

section 13.  

  

 MANAGEMENT RESPONSE   

Please see schedule SC5 in respect of investment.  

  

2.9.8. Sub-section 11 (1)(i) to defray increased expenditure in terms of section 31.  

  

Information  

Section 31- shifting of funds between multi appropriations  
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When funds for a capital programme are appropriated in terms of section 16(3) for more than one 
financial year, expenditure for that programme during a financial year may exceed the amount of 
that year’s appropriation for that programme.  

  

  

MANAGEMENT RESPONSE   

Nil return  

  

2.9.9. Sub-section 11 (1) (j) – for such other purposes as may be prescribed.  

  

MANAGEMENT RESPONSE   

Nil Return  
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3.  IN-YEAR BUDGET STATEMENT TABLES  

  

These report shows financial performance, financial positions, cash flow, capital expenditure, age debtors 
and creditors as at the 31 December 2023.  

  

3.1.  Table C1 – Consolidated Monthly Budget Statement Summary   
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3.2.  Table C2 – Financial Performance (Standard Classification)  
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3.3.   Table C3 – Revenue and Expenditure by municipal vote  
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3.4.   Table C4 – Financial Performance (Revenue and Expenditure)  
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3.5.   Table C5 – Capital Expenditure by Municipal vote and GFS  
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3.6.   Table C6 – Financial Position  
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   3.7.   Table C7 – Cash Flow  
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4. Supporting Documents  

 

4.1. Table SC1 – Explanation of material variances 
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4.2.  Table SC2 – Performance Indicators 
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4.3.  Table SC2 – Performance Indicators calculations 

 

 

 

4.4.  Table SC3 & SC4 – Age Debtors & Age Creditors 
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 4.5.  Table SC5 – Investment Register 
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4.6.  Table SC6 – Transfers and grants receipts 
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4.7.  Table SC7 – Transfers and grants expenditure 
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4.8.  Table SC8 – Councillors and Staff Benefits 
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4.9.  Table SC9 – Monthly Budget statement Actuals & Revised targets for cash receipts 
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4.10.  Table SC12 – Capital expenditure trends & Loan register 

 

 
 

 

  
The municipality has two loan accounts from DBSA with an outstanding balance as of 31 December 2023 of R18.4 

million.  

 

 

  

 

 

 

 

 

 

 

RAY NKONYENI MUNICIPALITY

LONG TERM LOANS REGISTER : 31 DECEMBER 2023

CAPITAL OPENING LOAN LOAN INTEREST LOAN CLOSING

DETAILS % REDEEMABLE PROJECT NUMBER BALANCE ADVANCE INTEREST PAID REPAYMENT BALANCE

01 December 2023 CHARGED 31 December 2023

R R R

DBSA 9.36% 31-Mar-31 '61007684 10 647 036.07-R                  10 647 036.07-R           

DBSA 12.67% 22-Nov-30 '61007761 7 711 087.73-R                    7 711 087.73-R             

TOTAL DBSA LOANS 18 358 123.80-R                  -R                                    -R                        -R                   -R                     18 358 123.80-R           

TOTAL LOANS 18 358 123.80-R                  -R                                    -R                        -R                   -R                     18 358 123.80-R           

Prepared by: Aphelele Tobo   Date:. 10 January 2024

Reviewed by :Gcinile Kubheka Date: 10 January 2024



 
 

36 | P a g e  
 

5.  SDBIP MID-YEAR PERFOMANCE REPORT  
 

PERFORMANCE ANALYSIS: 2023/2024 

The mid-year report suggests that the municipality is continuously striving to achieve the goals entrenched in the 

Service Delivery Budget Implementation Plan (SDBIP). This report demonstrates that the municipality implements 

effective monitoring and evaluation mechanisms that consistently keep track of the organization’s performance and 

thus ensures that the service delivery is achieved. 

The quarter 1 and 2 reports of the year 2023-2024 illustrates a slight incline from of quarter 1 and quarter 2 of the 

previous year (2022-23). The municipality has 175 Key Performance Indicator (KPIs) targeted for quarter 1 and 

quarter 2 and the municipality was able to achieve 170 targets and 5 targets were not achieved.  

The municipality has achieved a collection rate of 74% for the period under review. The Q2 target for the percentage 
of collection rate was set at 65% and the actual achievement rate for Q2 in 2022/2023 was 74%.  
 
The following graph illustrates the Service Delivery and Budget Implementation Plan results for the first half of the 
financial period 1 July 2023 – 31 December 2023 which measures the municipality’s overall performance by its 
individual Departments and by National Key Performance Areas (KPAs). 
 
 
PERFORMANCE BASED ON MUNICIPALITY NATIONAL KEY PERFORMANCE AREAS: 

 

 Mid-Year results (Q1&Q2) 
Previous 

Financial Year 

 2023-24 2022-23 

National Key Performance 
Areas 

No. of 
targets 

No. 
Achieved 

No. not 
achieved 

% 
Achieved % Achieved 

Municipal Transformation & 
Organisational Development 15 15 0 100% 100% 

Service Delivery 21 18 3 86% 96% 

Local Economic 
Development 10 10 0 100% 83% 

Good Governance & Public 
Participation 85 85 0 100% 93% 

Municipal Financial Viability 
& Financial Management 22 20 2 91% 91% 

Cross Cutting Issues 22 22 0 100% 100% 

Total 175 170 5 97% 94% 
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PERFORMANCE BASED ON MUNICIPALITY NATIONAL KEY PERFORMANCE AREAS: 

 

 Mid-Year results (Q1&Q2) 
Previous 

Financial Year 

 2022-23 2021-22 

National Key Performance 
Areas 

No. of 
targets 

No. 
Achieved 

No. not 
achieved 

% 
Achieved % Achieved 

Municipal Transformation & 
Organisational Development 17 17 0 100% 88% 

Service Delivery 23 22 1 96% 96% 

Local Economic 
Development 12 10 2 83% 94% 

Good Governance & Public 
Participation 92 86 6 93% 86% 

Municipal Financial Viability 
& Financial Management 22 20 2 91% 80% 

Cross Cutting Issues 20 20 0 100% 100% 

Total 186 175 11 94% 89% 

 

 

 

 

 

 

 

 

 

 

 

 


