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STATEMENT  OF  FINANCIAL  PERFORMANCE  AND  THE  

IMPLEMENTATION OF THE 2023/2024 BUDGET FOR THE PERIOD ENDING 

31 MARCH 2024 

  

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 

MARCH 2024 in line with the statutory requirements of S52d of the Municipal Finance 

Management Act (2003).  

  

2. AUTHORITY  

  

Mayor  

3. LEGAL / STATUTORY REQUIREMENTS  

  

Municipal Finance Management Act No 56 of 2003, Section 52d   

  

4. BACKGROUND  

  

In terms of Section 52d of the MFMA No 56 of 2003, the Mayor of a municipality must by no later 

than 30 working days after the end of each quarter submit to the council on the implementation of 

the budget and financial state of affairs of the municipality.  

  

5. EXECUTIVE SUMMARY  

  

The quarterly budget statement in terms of section 52d of the Municipal Finance Management Act 

for the 3rd quarter ended 31 MARCH 2024 is detailed below. The Quarterly 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 Capital Expenditure  

5.6 Transfers and Grants Receipts  

5.7 Transfers and Grants Expenditure  

5.8 Salaries Expenditure  

5.9 Long-term Loans  

5.10. Performance Indicators  
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6. MAIN TABLES  

  

6.1. Summary  

6.2. Financial Performance by Revenue and Expenditure  

6.3. Capital Expenditure   

6.4. Statement of Financial Position  

6.5. Statement of Cash flows  

 

Section 52d Budget Implementation ratio analysis. 

 

National treasury has ratio norms in place that aid in the analysis of actual performance against 

budgeted performance. As at the end of the first quarter of the 2023/24 financial year, the tables 

below compare the implementation of the budget with the third quarter against the implementation 

of the 2022/23 financial year third quarter. This comparison assesses the performance of the 

municipality in implementing its budget efficiently. 

 

The table below shows the municipality in the third quarter of both financial years’ Operating 

revenues performance has been in line with the budgeted performance, with a 4% improvement 

in the billing of service charges and property rates. Overall operational revenue implementation is 

at a 92% for the 3rd quarter. 

 

 

 

The municipality has maintained 7% net operating surplus margin over the 3rd quarter of both 

financial years, which is acceptable based on the norm range set by national treasury of which 

the net surplus margin should be greater than zero. 
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Revenue, Operational and Capital Expenditure comparison between Budget versus Actual 

Performance for the 3rd Quarter. 

 

 

 
 

 
 
 

 
 
 
 
 
 
 
 
 

Quarter 3 Budget Quarter 3 Actual

Revenue R347 309 729 R318 672 464

Expenditure R320 718 568 R296 318 325

R270 000 000

R280 000 000

R290 000 000

R300 000 000

R310 000 000

R320 000 000

R330 000 000

R340 000 000

R350 000 000

R360 000 000

Revenue Expenditure

Quarter 3 Budget Quarter 3 Actual

Capital Expenditure R27 594 666 R24 032 902

R22 000 000

R23 000 000

R24 000 000

R25 000 000

R26 000 000

R27 000 000

R28 000 000

Capital Expenditure
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5.1 Statement of Financial Performance  
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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.   

 

5.2 Financial Performance -Revenue by Source  

  

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

below:  

  

 
  

Revenue by Source  

  

This table provides a structured format overview of the financial information of the monthly actual, 

year to date actual and year to date Budget of revenue by Source and expenditure by type which 

is easier to understand.  

 

Service Charges -Electricity  

  

Electricity revenue YTD Actual for the 3rd quarter ended 31 MARCH 2024 is R137.6 million, YTD 

Budget is R136,8 million with a variance of R820 thousand. Electricity revenue for the 3rd quarter 

is 1% more than the projected YTD budget.  
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Service Charges – Waste Management  

  

The YTD actual billing for refuse removals for 3rd quarter ended is R58 million and the YTD Budget 

billing is R57 million, with YTD variance of 2% more than the budgeted quarter billing. Water 

management billing is linked to property rates billing and the slight over performance is attributed 

to new applications for annual billing, yielding more revenue for the quarter.  

 

Sale of Goods and Rendering of Services 

 

YTD actual R8.3 million and YTD budget for the quarter is R11.7 million, with the negative variance 

of R3.4million, less revenue was received than anticipated. 

 

Agency Services 

  

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

fees, and commission earned by the municipality on employee FICS deductions for the 

administration of collecting loan repayments on behalf of financial institutions. The YTD actual of 

R4.3 million compared to the YTD budget of R4.2 million. License applications and renewals in the  

3rd quarter performed according to revenue projections for this quarter with a slight variance of 

R101 thousand. 

 

Interest earned on arrear debtors  

  

The interest earned on arrear debtors to date is R6 million, and the YTD budget being R5.6 million. 

Interest charged on outstanding debt is in line with projected revenues based on the anticipated 

collection rate and revenue enhancement measures put in place.  

 

Interest on Investment  

 

Investment revenue is the amount of interest earned on the amount invested with various financial 

institutions registered with South African Banking Council. The investment revenue YTD Actual 

is R7.5 million, YTD budget is R7 million, variance of R429 thousand which is more than year to 

date budget. The municipality had a substantial balance in the investment accounts largely from 

the equitable share tranche which in turn earned more interest for the quarter. 

 

Rental of Facilities  

  

Rental of facilities amounts annual budget is R4.9 million, this is the rental of fixed asset revenue 

such as halls, airport hangers and garages. YTD actual of R3.3 million, YTD budget of R3 million, 

R313 thousand more than revenue projections for the 3rd quarter. 

 

Operational Revenue  

 

YTD actual R668 thousand and YTD budget for the quarter is R861 thousand with a variance of 

R193 thousand. 
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Property Rates by Usage 

  

The YTD Actual for property rates for the 3rd quarter ended 31 MARCH 2024 is R463 million and 

the YTD Budget for property rates R463 million with a 0% variance. 

   

Fines  

  

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

The YTD actual is R14.5 million with a YTD budget of R25 million. There is a 42% variance in YTD 

actual versus YTD budget. Fines are issued as and when infringements occur as per the municipal 

by laws and the budget is straight lined across 12 months which results in the variance between 

the budget and actual fines issued. 

 

Licenses and Permits  

  

Licenses and permits actual to date amounts to R6.7 million as of 31 MARCH 2024, YTD Budget 

is R7.2 million which is in line with the revenue projections for the 3rd quarter. 

 

 

Transfers and Subsidies -Operational  

  

For the 3rd quarter ended 31 MARCH 2024 the operational grant recognized /received to date 

amounts to R343.2 million, YTD Budget is R292.4 million. The variance between YTD budget 

versus actual is due to the 3rd tranche received from Equitable share which is an unconditional 

grant therefore monies receive are recognized as revenue on receipt whereas operational 

conditional grants are recognized as revenue when conditions being met as per the set guidelines. 

 

 

Overall revenue YTD budget to date  

The YTD Actual revenue is R1.078 billion for the period ending 31 MARCH 2024, YTD Budget is 

R1.038 billion. Actual amount is more than the Budget amount, this variance is caused by the 

difference within the different revenue streams and how they have been performing from the 

beginning of the financial year to date as reported above. 
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5.3 Expenditure by Type  

 

 

 
 

 

Employee related costs and Remuneration of Councilors  

  

The 3rd  quarter ended 31 MARCH 2024 YTD Budget is R373.7 million with the YTD Actual being 

R358.9 million which is in line with the expenditure projections for the 3rd  quarter. Employee 

related cost is further detailed in table 5.8 Salaries expenditure details. Remuneration of 

councilors actual expenditure is sitting at R31.6 million with YTD Budget of R33.1 million, the 

variance is due to council member upgrading to a new task grade. 

 

Contracted Services  

  

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

and typical work stream. Contracted services for the period ended 31 MARCH 2024 amounts to 

R182.4 million, The YTD Budget is R220.3 million and YTD Variance is R37.9 million. The variance 

in contracted services in the 3rd quarter is due to repair and maintenance projects funded by the 

disaster relief grant which has the project expenditure YTD actual for the quarter as R35.2 million. 

The first tranche amounting to R31 million was received in October, the second tranche amounting 

to R24 million was received in December and the third tranche amounting R27.3 million was 

received in February. 

 

 

Inventory Consumed  

  

YTD Inventory consumed amounts to R10.9 million as of 31 MARCH 2024 with the YTD Budget 

being R10.2 million. There is a variance of R693 thousand. 
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Other operating expenditure  

  

Other expenditure includes items such as audit fees, subsistence and travelling, professional fees, 

legal fees, bank charges, Budget Road shows, municipal running cost such as electricity 

consumption and water services. YTD Actuals for Other operating expenditure are R121.3 million, 

YTD Budget is R130.5 million and there is a -7%variance. 

 

Depreciation  

  

Depreciation and asset impairment expenditure amount of R65.5 million to date from the beginning 

of the year. The year-to-date budget is R80 million, resulting in a variance of -18%.  

 

Debt Written-off   

 

Debt written off YTD budget of R 7.9 million versus the actual YTD of R4.1 million for the 3rd quarter 
ended 31 MARCH 2024. The R4.1 million YTD expenditure relates to interest written-off on 
outstanding accounts where consumers arrange with the municipality to pay the capital portion of 
the debt as a once off payment and have the interest written off and the conditions of write-off are 
based on the age of the debt if it is over 2 years then the full interest in written off on payment of 
the capital portion. Debt written off expenditure is contingent on consumer applications for 
payment arrangement with the municipality and this is a contributing factor to the variance 
between the YTD actual versus the YTD budget. 

 
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 budget for transfers and 
subsidies is R11.9 million and YTD expenditure is R7.3 million. 

  

Overall expenditure budget  

  

The overall expenditure YTD Actual is R875.3 million as of 31 MARCH 2024, YTD Budget is R1 

billion. The actual amount is less than budget amount, due to the different types of expenditure 

and how they have been performing based on the reasons stated above. 

  

Surplus/ (Deficit)  

  

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

transfers is R203 million compared to the YTD Budget (Deficit) of R28.7 million. 
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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 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 R99.8 million, the YTD budgeted is R133.7 million and there is a -25% variance. 

Capital expenditure from National grants is in line with the budgeted expenditure and there are 

projects that are ahead of schedule resulting in the YTD actual being greater than that of the YTD 

budget. 
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5.7 Transfers and Grants Receipts  

 

Opening Balances -Grant Register 

 

The total unspent grants as of 30 June 2023 is  R 8 541 271. 

They are shown on the register as the Opening balances. The committee should note that the 

municipality has applied for a rollover of funds for these grants. Following is the list of the unspent 

grants: 

• Neighborhood Grant – R1 200 663 

• Intermodal Facilities Grant – R13 590 

• Integrated National Electrification Programme (INEP) – R326 520 

• Airport Grant – R3 763 374 

• COGTA Electrification Grant – R784 811 

• Market Stalls Grant – R2 452 315 

 

 

 

 
 

 

 

Transfers and Grants Receipts  

The total grants received to date for period ending 31 March 2024 amounts to R162 million, which 

include R88.8 million from Integrated Urban Development Grant, R24.1 million from Neighborhood 

Development Grant, R5.7 million from EPWP, R1.95 million from FMG, R82.3 million disaster 

recovery grant, R 476 thousand from Museum Grant, R2 million from Airport Grant and R715 

thousand from Community libraries grant (MOB). 

 



14 | P a g e    

  

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 March 2024, there is R60 331 

714 operating expenditure recorded and capital expenditure amounting to R83 924 573 

 

Grant expenditure 

• Integrated Urban Development Grant (IUDG)   

  

An amount of R88.8 million has been received to date for the IUDG. This is a capital grant 

and the YTD actual for the period ended 31 March 2024 is R57.4 million and has been 

spent on various capital projects. 

 

 

• Neighborhood Development Partnership Grant 

 

An amount of R24 178 000 has been received for the Neighborhood 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 March 2024 is R26.5 million, with R1.1 million being internally funded. 

 

 

• Expanded Public Works Programme  

 

An amount of R5 776 751 has been received for the EPWP grant. This is an operational grant 

and the YTD actual for the period ended 31 March 2024 is R4 175 017. 

 

• Finance Management Grant 

 

An amount of R1 950 000 has been received for the FMG grant. This is an operational grant 

and the YTD actual for the period ended 31 March 2024 is R374 182. 
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• Museum Subsidy Grant  

 

An amount of R476 000 has been received for the museum grant. This is an operational grant 

and the YTD actual for the period ended 31 March 2024 is R2 119 789, with R1 643 789 being 

internally funded. 

 

• Disaster Recovery Grant 

 

An amount of R82 298 000 has been received for the disaster grant. This is an operational grant 

and the YTD actual for the period ended 31 March 2024 is R53 662 727. 
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5.8 Salaries Expenditure details  

 

 
  

This report detailed the salaries report as per the requirement of section 66 of the municipal finance 

management act 56 of 2003. 
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Councillors Remuneration 

 

An actual amount of R31.6 million has been spent to date on the remuneration of councilors compared 

to the budgeted amount of R33.1 million. This indicates a variance of R1.5 million. 

 

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 R3.8 million and a YTD budget of R8.2 million. The variance is due to 

vacancies that have not been filled as yet. 

 

Other Municipal Staff 

 

The municipal staff year to date spending is sitting at R355.1 million against the year-to-date budget of 

R365.5 million with the variance being 3%. 

 

 

5.9 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, the third tranche was received in July 

and the current loan balance outstanding is R17.5 million as of 31 MARCH 2024.  The municipality 

is still able to make loan repayments as and when they fall due. The loan agreement from DBSA 

is spread across four years funding various capital projects. 
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Receipts and Expenditure of the DBSA loan in funding the specified capital projects is as follows: 

 

 

• A total of R19 952 000 has been received from 2020/2021 to 2023/2024. 

 

 

 

• A total of R13 501 355.84 has been spent on the above-mentioned capital projects, a total 

of R6 450 644.16 remains unspent in the 2023/2024 financial year due to an additional 

draw down of the loan being received in new financial year in the month of July. No 

expenditure has been incurred in DBSA funded capital projects within the 3rd quarter of the 

financial year.

Financial Years 2020/2021 2022/2023 2023/2024 Total

Receipts 3 500 000.00R    8 476 000.00R         7 976 000.00R      19 952 000.00R               

DBSA LOAN RECEIPT AND EXPENDITURE RECONCILIATION

Budget 2021 Actual 2021 Budget 2022 Actual 2022 Budget 2023 Actual 2023

Opening Balance 

DBSA loan Advance Deposit

Meter replacement DBSA funded 3 000 000.00R    1 795 400.22R    3 840 000.00R        3 813 014.36R    3 350 000.00R      1 992 079.32R     7 600 493.90R       

Network studies DBSA funded 500 000.00R       390 473.20R       500 004.00R           495 746.10R       886 219.30R          

Cable Replacement DBSA funded 1 000 000.00R        500 000.00R         575 000.00R        575 000.00R          

Inter switch replacements DBSA funded 1 450 000.00R        1 965 000.00R      2 259 750.00R     2 259 750.00R       

Mini sub replacement DBSA funded 1 250 000.00R        2 161 000.00R      2 179 892.64R     2 179 892.64R       

MEMORIAL & REYNOLDS SW/STA REFURB & REPLACE SWITCHGEAR 2 776 000.00R        

Network studies DBSA funded

Closing Balance 3 500 000.00R    2 185 873.42R    10 816 004.00R      4 308 760.46R    7 976 000.00R      7 006 721.96R     1 525 355.84R       13 501 355.84R     

2020/2021

Expenditure 2022/2023

Internally Funded

2021/2022 2022/2023

Expenditure 2020/2021 Expenditure 2021/2022
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5.10  Performance Indicators  

 

 
 

 

The above table gives an overview of the financial indicators of the municipality for the 3rd Quarter 

31 MARCH 2024.  

 

 

Borrowing Management 

 

The outstanding amount in the loan from DBSA is currently sitting at R17 466 126.99 as of 31 

MARCH 2024. 
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Liquidity  

 

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

 

Budgeted Current Ratio: R609 181 000/R356 723 000= 1.71:1 

 

Actual Current Ratio as of 31 March 2024:  R1 051 007/R462 419 = 2.27:1 

 

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 R1.71: R1 ratio and the actual ratio as of 31 MARCH 2024 is R2.27:1 which is still above the 
norm. 

 
 

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

Budgeted Acid test Ratio: (R609 181 000-R14 812 000)/R356 723 000 =1.67:1 

 

Actual Acid test Ratio as 31 March 2024: (R1 051 0070-R12 494)/R462 419 = 2.25:1 

 

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 MARCH 2024 has the closing balance of R229.1 million, with R1.61 

million total YTD interest earned on 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. 
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6.1 Quarterly 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)  

  

 
  

This table provides a structured format overview of the financial information of the monthly actual, 

year to date actual and year to date Budget of revenue by Source and expenditure by type which 

is easier to understand. 
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6.3 Capital Expenditure  

 
 

This table provides an overview of actuals to date of the capital expenditure per department for the 

3rd Quarter ended 31 MARCH 2024. 
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6.4 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 liquidity of the municipality for the 3rd quarter ended 31 

MARCH 2024. Current assets are R1.05 billion and the current liabilities at R462.4 million this 

therefore means the municipality is still able to meet its financial obligations. 
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6.5 Statement of Cash Flow 

 

 
  

 

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

ongoing operations and external investment sources and the fluctuation in payments to suppliers 

is affected by timing of the suppliers’ invoicing to the municipality which has an impact on the 

municipality’s cash coverage.  

 


