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2021/22 MTREF ADOPTED BUDGET ASSESSMENT SUMMARY REPORT
DR. BEYERS NAUDE` LOCAL MUNICIPALITY
(EC101)
COMPILED BY
SARAH BAARTMAN DISTRICT OFFICE 
1. EXECUTIVE SUMMARY
In terms of the requirements of the Municipal Finance Management Act and as part of its oversight role over local government finances, the Provincial Treasury is responsible for reviewing and commenting on the tabled draft budgets of all delegated municipalities prior to their adoption by the respective municipal councils. The tabled budgets of these municipalities were thoroughly assessed in terms of quality and compliance with the prescripts of the MFMA and the Municipal Budget and Reporting Regulations. Section 5(4) of the MFMA requires Provincial Treasury to fulfill its monitoring role over the financial affairs of municipalities and to promote the objectives as summarized in section 5 (2) of the Act.
The 2021/22 adopted budget assessment of Dr. Beyers Naude` can be summarized under the following key areas:
· The municipality has adopted the budget that is projecting an operating surplus over the MTREF period;
· The municipality does still show their reliance on grants;
· The budget is unfunded over the MTREF, which does not align to S18 of the MFMA;
· The municipality has submitted the funding plan with the final unfunded budget as per the requirement of the latest budget Circular 108.

· Repairs and maintenance is allocated at 2.0% of the PPE carrying value, However, 26.0% has been allocated for renewal and upgrading of existing assets;
2. 2021/22 BUDGET BENCHMARK ENGAGEMENT
The 2021/22 tabled budget engagement of Dr. Beyers Naude` local municipality was convened on the 20th of April 2021. As a result of the ongoing COVID 19 pandemic, the engagement took place virtually. The overall representation from Executive management was 100% from the Administration side; it only lacked attendance from the mayor or a member of the mayoral council.
Readiness: The municipality was ready for the Budget Benchmark engagement and the presentations made were as per the required format by Provincial Treasury.
3. OPERATING BUDGET FOR THE 2021/22 MTREF (A4)
Table 1: Operating Revenue and Expenditure
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Description 2020/21 2020/21 2020/21 2021/22 2021/22 2022/23 2022/23 2023/24 2023/24

R thousand

Original 

Budget

Adjusted 

Budget

Treasury 

Calculation

Budget Year

+0 

Treasury 

Calculation

Budget Year 

+1 

Treasury 

Calculation

Budget Year 

+2 

Treasury 

Calculation

Revenue By Source

Property rates 51 603            48 403            48 403             50 291            50 291             52 403            52 403            54 709            54 709            

Service charges - electricity 

revenue 140 611           133 611           133 611           154 947           154 947           168 720          168 720           183 719           183 719          

Service charges - water revenue

44 596            35 596            35 596             46 335            46 335             48 281            48 281            50 405            50 405            

Service charges - sanitation 

revenue

33 227            33 227            33 227             34 523            34 523             35 973            35 973            37 555            37 555            

Service charges - refuse revenue 33 520            33 520            33 520             32 145            32 145             33 495            33 495            34 969            34 969            

–                –                 –                –                 

Rental of facilities and equipment

1 014              1 014              1 014              1 049              1 049              1 093              1 093              1 142              1 142             

Interest earned - external 

investments 3 660              3 660              3 660              1 500              1 500              1 500              1 500              1 500              1 500             

Interest earned - outstanding 

debtors 4 803              4 803              4 803              4 991              4 991              5 200              5 200              5 429              5 429             

Dividends received –                  –                  –                   –                  –                   –                  –                  –                  –                  

Fines, penalties and forfeits 34                  34                  34                   35                  35                   37                  37                  38                  38                  

Licences and permits 1 784              1 784              1 784              1 854              1 854              1 932              1 932              2 017              2 017             

Agency services 3 929              3 929              3 929              4 082              4 082              4 253              4 253              4 441              4 441             

Transfers and subsidies 118 413           118 279           118 279           112 741           112 741           114 898          114 898           115 368           115 368          

Other revenue 16 377            203 613           203 613           94 910            94 910             30 792            30 792            18 680            18 680            

Gains –                  –                  –                   –                  –                   –                  –                  –                  –                  

Total Revenue (excluding 

capital transfers and 

453 572           621 475           621 475          

539 403           539 403           498 578          498 578           509 973           509 973          

Expenditure By Type

Employee related costs 168 482           170 287           170 287           170 287           170 287           170 287          170 287           170 287           170 287          

Remuneration of councillors 9 987              9 987              9 987              9 987              9 987              9 987              9 987              9 987              9 987             

Debt impairment 10 146            10 146            14 458             10 146            16 162             10 146            17 204            10 146            18 339            

Depreciation and asset impairment

46 094            46 094            46 094             46 094            46 094             46 094            46 094            46 094            46 094            

Finance charges 4 214              4 214              4 214              8 428              8 428              8 428              8 428              8 428              8 428             

Bulk purchases 109 125           109 125           109 125           116 000           116 000           126 324          126 324           137 567           137 567          

Other materials 870                 3 236              3 236              3 239              3 239              3 239              3 239              3 239              3 239             

Contracted services 10 089            20 838            20 838             10 976            10 976             10 976            10 976            10 976            10 976            

Transfers and subsidies 30                  30                  30                   30                  30                   30                  30                  30                  30                  

Other expenditure 77 673            126 969           126 969           108 817           108 817           107 047          107 047           107 091           107 091          

Losses –                  –                  –                   –                  –                   –                  –                  –                  –                  

Total Expenditure 436 710           500 925           505 237           484 004           490 020           492 559          499 616           503 845           512 038          

Surplus/(Deficit) 16 863            120 550           116 238           55 399            49 384             6 020              (1 038)             6 129              (2 065)            

CURRENT YEAR MEDIUM TERM REVENUE & EXPENDITURE FRAMEWORK


Operating revenue is projected at R539.403 million in respect of the 2021/22 adopted budget. This indicates a decrease of 13.2 per cent from R621.475 million projected in 2020/21. 
· Own revenue is projected at R106.922 million for 2021/22 (A1). Service Charges increased from R251.954 million to R267.950 million or 5.9 per cent. 
· Council approved 16 per cent increase for electricity and all other Service Charges at 3.9 per cent for the financial year 2021-22 and 8.9 % for the two outer years in electricity. 4.2 and 4.4 per cent for all services in the 2022/23 and 2023/24 respectively.
Operating expenditure of the adopted budget is projected at R484.004 million, which is a decrease of 3.4 per cent from the 2020/21 financial year. The following items provides a brief overview of the operating budget:
· Employee related expenditure (including councillors) constitutes 37.3 per cent of the total operating expenditure, which is just within the norm of 25%-40%;
· Contracted services at R10.976 million or 2.3 per cent of the total operating expenditure and are within the prescribed industry norm of 2%-5%. 
The municipality projected operating surpluses over the 2021/22 MTREF period, while Provincial Treasury projected lesser operating surpluses for the 2021/22, and reflected an operating deficit for 2022/23 and 2023/24 financial years respectively.
Table 2: Capital Budget
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Description 2017/18 2018/19 2019/20 2020/21 2020/21 2021/22 2022/23 2023/24

R thousand

Audited 

Outcome

Audited 

Outcome

Audited 

Outcome

Original 

Budget

Adjusted 

Budget

Budget Year

+0

Budget Year 

+1 

Budget Year 

+2 

Capital Expenditure - Functional

Municipal governance and administration (226)              3 483            205               710               722               1 843            4 870            1 565           

Executive and council –                –                –                –                 12                 –                 1 015            450              

Finance and administration (226)              3 491            205               710               710               1 800            3 855            1 115           

Internal audit –                (8)                 –                –                 –                 43                 –                 –                

Community and public safety (881)              (3 127)           –                3 000            640               8 980            2 650            1 370           

Community and social services –                –                –                –                 –                 –                 2 650            1 370           

Sport and recreation (881)              (3 127)           –                3 000            170               8 980            –                 –                

Public safety –                –                –                –                 470               –                 –                 –                

Housing –                –                –                –                 –                 –                 –                 –                

Health –                –                –                –                 –                 –                 –                 –                

Economic and environmental services (4 921)           (26)               6 218            4 374            4 101             –                 3 155            350              

Planning and development (269)              (26)               –                –                 –                 –                 575               350              

Road transport (4 652)           –                6 218            4 374            4 101             –                 2 580            –                

Environmental protection –                –                –                –                 –                 –                 –                 –                

Trading services (23 516)         (15 927)         51 973          51 736           49 188           76 076           119 429         119 535        

Energy sources (5 159)           (2 303)           –                1 529            1 529             2 980            12 252           59 965          

Water management (8 107)           (9 559)           49 279          39 350           30 350           50 120           60 176           42 451          

Waste water management (4 453)           (3 911)           892               9 797            16 318           11 576           23 792           5 500           

Waste management (5 797)           (154)              1 802            1 060            991               11 400           23 210           11 618          

Other –                –                –                –                 –                 –                 –                 –                

Total Capital Expenditure - Functional (29 543)         (15 598)         58 397          59 820           54 651           86 898           130 104         122 820        

Funded by

National Government (29 207)         (11 717)         33 551          53 470           48 218           70 196           80 599           103 169        

Provincial Government –                (7 293)           24 023          –                 –                 –                 –                 –                

District Municipality –                –                –                –                 –                 –                 –                 –                

Transfers and subsidies - capital (monetary allocations) (Nat / Prov Departm Agencies, Households, 

Non-profit Institutions, Private Enterprises, Public Corporations, Higher Educ Institutions) –                –                –                –                 –                 –                 –                 –                

Transfers recognised - capital (29 207)         (19 010)         57 574          53 470           48 218           70 196           80 599           103 169        

Borrowing –                –                –                –                 –                 14 860           400               850              

Internally generated funds –                –                –                6 350            5 901             1 843            49 106           18 801          

Total Capital Funding (29 207)         (19 010)         57 574          59 820           54 119           86 898           130 104         122 820        

Table A5 Budgeted Capital Expenditure  CURRENT YEAR MEDIUM TERM REVENUE & 


Capital expenditure in respect of the 2021/22 adopted budget is at R86.898 million. Funding mix consists of Government Grants at R70.169 million or 80.1 per cent; Borrowings at R14.860 or 17.10 per cent and Internally Generated Funds at R1.843 million or 2.1 per cent. 
4. CASH FLOW BALANCES FOR THE 2021/22 MTREF
Table 3: Cash flow Balances
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Description 2017/18 2018/19 2019/20 2021/22 2021/22 2022/23 2022/23 2023/24 2023/24

R thousand

Audited 

Outcome

Audited 

Outcome

Audited 

Outcome

Budget Year

+0

Treasury 

Calculation

Budget Year +1

Treasury 

Calculation

Budget Year +2

Treasury 

Calculation

CASH FLOW FROM OPERATING ACTIVITIES

NET CASH FROM/(USED) OPERATING ACTIVITIES (148)                    (78)                      (8 530)                  155 618                160 658                127 570                122 911                97 836                 145 948               

NET CASH FROM/(USED) INVESTING ACTIVITIES –                       –                       (51 520)                (86 898)                (86 898)                (130 104)               (130 104)               (122 820)               (122 820)              

CASH FLOWS FROM FINANCING ACTIVITIES

NET CASH FROM/(USED) FINANCING ACTIVITIES 7                         (4)                        3 901                   138                      138                      –                       –                       –                       –                      

NET INCREASE/ (DECREASE) IN CASH HELD (141)                    (82)                      (56 149)                68 858                 73 898                 (2 534)                  (7 193)                  (24 983)                23 128                

Cash/cash equivalents at the year begin: 8 972                   –                       (1)                        2 278                   168 881                2 278                   242 779                2 278                   235 586               

Cash/cash equivalents at the year end: 8 831                   (82)                      (56 151)                71 136                 242 779                (256)                     235 586                (22 706)                258 714               

Table A7 Budgeted Cash Flows MEDIUM TERM REVENUE & EXPENDITURE FRAMEWORK


The cash flow projection has been re-calculated to take into account other variables such as historical performance and 95 per cent assumed collection rate on annual billing of service charges. The municipality has achieved a positive cash balance for the 2021/22 period, a negative projection for the 2022/23 and 2023/24 as depicted above. 
5. CASH BACKED FUNDING RESERVES FOR THE 2021/22 MTREF

Table 4: Cash backed funding Reserves
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Cash backed reserves reconciliation table A8, projects a deficit budget that is inadequately unfunded over the MTREF period, after taking into account the application of cash and investments.
6. KEY RATIOS AFFECTING SUSTAINABILITY OF THE MUNICIPALITY

Key ratios as per the funding assessment tool – A4 financial performance (high level).
· Current ratio: is assessed at .52 compared to the norm of between 1.5 to 2:1. The municipality’s ratio is below the industry norm. 
· Cost coverage ratio: is assessed at 1.42 compared to the norm range of between 1 – 3 months. The ratio indicates that the municipality is able to meet its short term financial obligations to provide basic services;
· Capital expenditure to Total expenditure: is assessed at 15.1% and within the norm range of 10%-20%. Majority of capital expenditure is towards trading services at 87.5% (revenue generating), which will improve financial sustainability;
· Repairs and maintenance as a % of PPE: is assessed at 2.2%, which is below the norm of 8%. However, 26% of capital expenditure is allocated to the renewal and upgrading of existing assets. The municipality will preserve the life span of infrastructure assets, in order to prevent breakdowns and interruptions to service delivery;
· Employee related expenditure constitutes 37.2% of the total operating expenditure, this is just within the industry norm of 25%-40%;
· Contracted services allocated at 2.3% of the total operating expenditure are above the prescribed norm of between 2%-5%.
7. PROVINCIAL TREASURY RECOMMENDATIONS ON 2021/22 TABLED BUDGET
The following are the key recommendations that were made by Provincial Treasury to Dr. Beyers Naude` Local Municipality during the draft budget engagement:
	NO
	RECOMMENDATIONS (TABLED BUDGET)
	PROGRESS (ADOPTED BUDGET)

	1. 
	Consider adopting the Final Budget 2021/22 by 31 May 2021, if not, MFMA section 25 (1) applies.
	Considered, and adopted on the 21 June 2021

	2. 
	The municipality should ensure adequate renewal and maintenance of the existing assets
	Repairs and maintenance is below the norm at 2.2%; whereas, upgrading and renewal of existing assets is at 26% 

	3. 
	Municipality to provide PT with a report on the savings for implementing cost containment measures;
	Not done.

	4. 
	The municipality to budget for Covid 19 as per mSCOA Circular 9, Annexure A guidelines.
	Done.

	5. 
	The municipality should sort out alignment issues before the adoption of the final budget 2021/22 and implement all the mSCOA modules as required;
	Partially. Table A7  is the only table that have minor differences and the municipality indicated that all mSCOA modules will be implemented by 1 July 2021.

	6. 
	The municipality to table a mSCOA Roadmap on the implementation of outstanding mSCOA modules with the final budget, in the event all modules are not yet fully implemented by the end of May 2021;
	Not done.  Municipality indicated that all mSCOA modules will be implemented by 1 July 2021.

	7. 
	The municipality to ensure all tables of the A1 Schedules are fully completed, including current year figures as well as historical figures.
	Done.

	8. 
	Municipality to ensure Table SA18: Transfers and Subsidies is aligned to the DoRB 2021 and Provincial Gazette.
	Done.

	10.
	The municipality to fully budget for non-cash items.
	Not done.

	11.
	The municipality should properly budget for water inventory as per MFMA Circular No 107
	Done.

	12.
	Technical working session between DR. BEYERS NAUDE` LOCAL MUNICIPALITY and Provincial Treasury to discuss the fundedness of the Final Budget 2021/22 before adopting.
	Done.  PT was contacted on the day of the Council meeting (21 June 2021) to test the budget for fundedness. Budget is unfunded. Funding Plan Prepared and submitted by LM.


8. SUSTAINABILITY
· The municipality projected an operating surplus and a positive cash position for the 2021 and 2022/23 financial years, whereas Provincial Treasury projected lesser operating surpluses for 2021/22 and 2022/23, while an operating deficit is projected for the 2023/24 outer year of the MTREF.  Provincial Treasury also projected a positive cash position over the MTREF.
· Cost coverage ratio that is within the norm, which indicate the ability to meet short term financial obligations to provide basic services;

· Collection rate on annual billing of service charges at 95% is imperative to materialize in order to sustain the funding of the budget;

· 26% of the capital budget is allocated to renewal and upgrading of existing assets, in support, repairs and maintenance is at 2.2% as a percentage of PPE, in order to prevent breakdowns to service delivery;

· 15.2% as a percentage of total capital expenditure allocated to be spent on trading services to accelerate service delivery and improve financial sustainability;
·  Renewal and upgrading of Existing Assets as a % of depreciation is at 49.1%. This reflects the cost of recovery to impairment of assets.
9. MSCOA IMPLEMENTATION

Municipalities are required to budget, transact and report directly in and from their core financial systems. Therefore, only mSCOA data strings that are submitted to the Local Government (LG) Upload Portal are used by the National and Provincial Treasuries to analyse the Section 71 performance of municipalities. Toward this end, the credibility and accuracy of the data strings are of utmost importance.

At this stage of the mSCOA implementation, all municipalities should:

· Have a financial system that is mSCOA enabling.

· Plan, budget, transact and report:

· On all six (6) legislated mSCOA segments

· Directly on the core financial system

· In version 6.5 of the mSCOA Chart

· Lock the budget adopted by Council on the system

· Close the system at month-end as required in terms of the MFMA.

· Generate the regulated Schedules (A, B, C) directly from the system; and

· Have aligned their virement policy to mSCOA.

The purpose of this report is to provide feedback to the municipality on the credibility and accuracy of the data strings for the ORGB 2022 as per the analysis done by the Provincial Treasury.

9.1 Data string submission status

An annual budget and supporting documentation tabled in a municipal council in terms of sections 16(2) and 17(3) of the MFMA must be – 
· in the format in which it will eventually be approved by the council; 
· credible and realistic such that it is capable of being approved and implemented as tabled; and
· Include draft SDBIP.
Submit to NT and relevant PT the following:
· the supporting documentation as tabled in the municipal council;
· the draft service delivery and budget implementation plan; and
· any other information as may be required by the National Treasury.
· mSCOA data strings for the ORGB and PROR 2022 was uploaded. 
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Demarcation

Description

Demarc

Code



CAP

Dr Beyers Naude EC101 L

SUBMISSIONCODE

MSCOA - Summary - Upload and Segment Validation

Green = correct (Phase 2), Yellow = Segment errors (Phase 2), Orange = Submitted with Error (Phase 1), Red = Outstanding, Blank = N/A 

ADJB and PRAD: Not required to submit ADJB and PRAD if no adjustments are done, if ADJB submitted but not PRAD then PRAD shows as outstanding

Projected months on the budget forms are temporarily not validated on (Charges and Recoveries Balance) and (Trial Balance) errors

Financial,Year

2020 2021 2022


Source: LG Database

9.2 Functionality of mSCOA steering committee

mSCOA Steering Committee is functional and meetings take place on a monthly basis.  
9.3 Progress against Road Map 

The municipality did not submit a mSCOA Road Map to the Provincial Treasury for review and monitoring. Municipality was advised to table a road map together with the 2021/22 Final Budget. However; the municipality indicated that they are currently implementing outstanding modules and will be live at the beginning of the new financial, 1 July 2021.

9.4 Methodology to analysis

The mSCOA data strings that are submitted by the municipality to the LG Upload Portal are analysed in terms of credibility and accuracy. The analysis looks at the use of the mSCOA chart and segments by the municipality to budget and report on operating and capital revenue and expenditure, the cash flow, non-financial information and the use of COVID-19 and water inventory revenue and expenditure.

9.4
Analysis of ORGB data strings

9.4.1
Operating revenue

The municipality budgeted for all revenue as per the adopted budget and the Division of Revenue Act. It is evident that revenue, exchange and non-exchange receipts have been unbundled and allocated correctly to the relevant revenue items. 

The following were noticed:

· The cost of free basic services as provided by the municipality are not indicated in the data strings.

· The monthly billing accounts for Waste Management, Electricity and Water Waste Management is not totalling to zero:
Waste Water:
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ORGB

Account Name

Assets:Current Assets:Trade and other Receivables from Exchange Transactions:Trading Service and Customer Service Debtors:Waste Water 

Management:Monthly Billing 34 522 709

2022

ORGB

Account Name

Revenue:Exchange Revenue:Service Charges:Waste Water Management:Sanitation Charges -1 194 089

Revenue:Exchange Revenue:Service Charges:Waste Water Management:Sanitation Charges -5 244 709

Revenue:Exchange Revenue:Service Charges:Waste Water Management:Sanitation Charges -28 072 690

-34 511 488

11 221


Property Rates:
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ORGB

Account Name

Assets:Current Assets:Receivables from Non-exchange Transactions:Property Rates:Farm Properties:Business and Commercial Purposes:Monthly 

Billing -4 568 368

Assets:Current Assets:Receivables from Non-exchange Transactions:Property Rates:Residential Properties:Developed:Monthly Billing 17 690 073

Assets:Current Assets:Receivables from Non-exchange Transactions:Property Rates:Small Holdings:Business and Commercial Purposes:Monthly 

Billing 12 148 192

Assets:Current Assets:Receivables from Non-exchange Transactions:Property Rates:Small Holdings:Residential Purposes:Monthly Billing 2 005 433

Assets:Current Assets:Receivables from Non-exchange Transactions:Property Rates:State Trust Land:Monthly Billing 12 107 293

Assets:Current Assets:Trade and other Receivables from Exchange Transactions:Trading Service and Customer Service Debtors:Property Rental 

Debtors:Monthly Billing 1 049 391

Assets:Current Assets:Receivables from Non-exchange Transactions:Property Rates:Farm Properties:Agricultural Purposes:Monthly Billing 10 908 367

51 340 381

2022

ORGB

Account Name

Revenue:Non-exchange Revenue:Property Rates:Business and Commercial Properties -12 148 192

Revenue:Non-exchange Revenue:Property Rates:Farm Properties:Agricultural Purposes -10 908 367

Revenue:Non-exchange Revenue:Property Rates:Farm Properties:Residential Properties -23 557

Revenue:Non-exchange Revenue:Property Rates:Farm Properties:Farm Properties not used for any purpose -66 231

Revenue:Non-exchange Revenue:Property Rates:Residential Properties:Developed -19 590 285

Revenue:Non-exchange Revenue:Property Rates:Small Holdings:Agricultural Purposes -891 762

Revenue:Non-exchange Revenue:Property Rates:Small Holdings:Business and Commercial Purposes -371 493

Revenue:Non-exchange Revenue:Property Rates:Small Holdings:Purposes other than the above (specify) -111

Revenue:Non-exchange Revenue:Property Rates:Small Holdings:Residential Purposes -742 067

Revenue:Non-exchange Revenue:Property Rates:State-owned Properties -12 107 293

Revenue:Non-exchange Revenue:Property Rates:Farm Properties:Other purposes than the above 965 807

Revenue:Non-exchange Revenue:Property Rates:Residential Properties:Developed 1 900 212

Revenue:Non-exchange Revenue:Property Rates:Other Categories 3 692 349

-50 290 990

1 049 391


In addition to the above; a number of Revenue Projects are linked to a non-funding segment: 

[image: image9.emf]2022

ORGB

Account Name Account Name Account Name Account Name

Default Transactions

Function:Community and Social Services:Core Function:Libraries 

and Archives

Revenue:Non-exchange Revenue:Fines, Penalties and 

Forfeits:Fines:Overdue Books Fine Fund:Non-funding Transactions -449

Default Transactions Function:Energy Sources:Core Function:Electricity

Revenue:Exchange Revenue:Operational Revenue:Merchandising, 

Jobbing and Contracts Fund:Non-funding Transactions -377 697

Default Transactions Function:Energy Sources:Core Function:Electricity

Revenue:Exchange Revenue:Operational Revenue:Recovery 

Maintenance Fund:Non-funding Transactions -111 049

Default Transactions Function:Energy Sources:Core Function:Electricity

Revenue:Exchange Revenue:Service 

Charges:Electricity:Connection/Reconnection:Disconnection/Reconn

ection Fees Fund:Non-funding Transactions -1 122

Default Transactions Function:Energy Sources:Core Function:Electricity

Revenue:Exchange Revenue:Service Charges:Electricity:Electricity 

Sales:Commercial Conventional (Single Phase) Fund:Non-funding Transactions -93 046

Default Transactions Function:Energy Sources:Core Function:Electricity

Revenue:Exchange Revenue:Service Charges:Electricity:Electricity 

Sales:Commercial Conventional (3-Phase) Fund:Non-funding Transactions -59 369 465

Default Transactions Function:Energy Sources:Core Function:Electricity

Revenue:Exchange Revenue:Service Charges:Electricity:Electricity 

Sales:Domestic Low:Conventional Fund:Non-funding Transactions -24 304 544

Default Transactions Function:Energy Sources:Core Function:Electricity

Revenue:Exchange Revenue:Service Charges:Electricity:Electricity 

Sales:Domestic Low:Prepaid Fund:Non-funding Transactions -10 330 214

Default Transactions Function:Energy Sources:Core Function:Electricity

Revenue:Exchange Revenue:Service Charges:Electricity:Electricity 

Sales:Domestic High:Prepaid Fund:Non-funding Transactions -12 904 667

Default Transactions Function:Energy Sources:Core Function:Electricity

Revenue:Exchange Revenue:Service Charges:Electricity:Electricity 

Sales:Mines, Smelters, Railways and Special Pricing 

Agreements/Negotiated Settlements Fund:Non-funding Transactions -3 434 116

Default Transactions

Function:Energy Sources:Core Function:Street Lighting and Signal 

Systems

Revenue:Exchange Revenue:Operational Revenue:Incidental Cash 

Surpluses Fund:Non-funding Transactions -5 162

Default Transactions

Function:Finance and Administration:Core Function:Administrative 

and Corporate Support

Revenue:Exchange Revenue:Operational Revenue:Incidental Cash 

Surpluses Fund:Non-funding Transactions -7 085

Default Transactions Function:Finance and Administration:Core Function:Finance

Revenue:Exchange Revenue:Interest, Dividend and Rent on 

Land:Interest:Receivables:Service Charges Fund:Non-funding Transactions -211 050

Default Transactions Function:Finance and Administration:Core Function:Finance

Revenue:Exchange Revenue:Interest, Dividend and Rent on 

Land:Interest:Receivables:Waste Management Fund:Non-funding Transactions -1 363 365

Default Transactions Function:Finance and Administration:Core Function:Finance

Revenue:Exchange Revenue:Interest, Dividend and Rent on 

Land:Interest:Receivables:Waste Water Management Fund:Non-funding Transactions -1 210 482


There are line items where the revenue segment and funding segment does not correlate:
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ORGB

Account Name Account Name Account Name

Function:Finance and Administration:Core Function:Valuation Service

Revenue:Non-exchange Revenue:Property Rates:Farm 

Properties:Other purposes than the above Fund:Operational:Revenue:General Revenue:Service Charges:Electricity 965 807

Function:Finance and Administration:Core Function:Valuation Service

Revenue:Non-exchange Revenue:Property Rates:Residential 

Properties:Developed Fund:Operational:Revenue:General Revenue:Service Charges:Electricity 1 900 212

Function:Finance and Administration:Core Function:Valuation Service

Revenue:Non-exchange Revenue:Property Rates:Other 

Categories Fund:Operational:Revenue:General Revenue:Service Charges:Electricity 3 692 349

2022

ORGB

Account Name Account Name Account Name

Function:Energy Sources:Core Function:Electricity

Revenue:Exchange Revenue:Service 

Charges:Electricity:Electricity Sales:Domestic High:Prepaid Fund:Operational:Revenue:General Revenue:Service Charges:Water -50 447 122


Funding from Equitable share allocation does not total to zero
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ORGB

Account Name

Fund:Operational:Revenue:General Revenue:Equitable Share 99 316 000

Fund:Operational:Revenue:General Revenue:Equitable Share -8 427 546

Fund:Operational:Revenue:General Revenue:Equitable Share 8 427 546

Fund:Operational:Revenue:General Revenue:Equitable Share 180 274 602

Fund:Operational:Revenue:General Revenue:Equitable Share -115 999 787

Fund:Operational:Revenue:General Revenue:Equitable Share 115 999 787

Fund:Operational:Revenue:General Revenue:Equitable Share 108 817 189

Fund:Operational:Revenue:General Revenue:Equitable Share -99 316 000

Fund:Operational:Revenue:General Revenue:Equitable Share -1 864 270

Fund:Operational:Revenue:General Revenue:Equitable Share 28 971

Fund:Operational:Revenue:General Revenue:Equitable Share 22 719

Fund:Operational:Revenue:General Revenue:Equitable Share 8 020

Fund:Operational:Revenue:General Revenue:Equitable Share 309 340

Fund:Operational:Revenue:General Revenue:Equitable Share 29 011

Fund:Operational:Revenue:General Revenue:Equitable Share 286 185

Fund:Operational:Revenue:General Revenue:Equitable Share 301 214

Fund:Operational:Revenue:General Revenue:Equitable Share 1 149 331

Fund:Operational:Revenue:General Revenue:Equitable Share 840 000

Fund:Operational:Revenue:General Revenue:Equitable Share 382

Fund:Operational:Revenue:General Revenue:Equitable Share 3 600

Fund:Operational:Revenue:General Revenue:Equitable Share 391 692

Fund:Operational:Revenue:General Revenue:Equitable Share 40 800

Fund:Operational:Revenue:General Revenue:Equitable Share 144 000

Fund:Operational:Revenue:General Revenue:Equitable Share 3 600

Fund:Operational:Revenue:General Revenue:Equitable Share 819 790

Fund:Operational:Revenue:General Revenue:Equitable Share 40 800

Fund:Operational:Revenue:General Revenue:Equitable Share 6 856

Fund:Operational:Revenue:General Revenue:Equitable Share 1 389 288

Fund:Operational:Revenue:General Revenue:Equitable Share 201 938

Fund:Operational:Revenue:General Revenue:Equitable Share 167 027

Fund:Operational:Revenue:General Revenue:Equitable Share 77 989

Fund:Operational:Revenue:General Revenue:Equitable Share 35 904

Fund:Operational:Revenue:General Revenue:Equitable Share 72 000

Fund:Operational:Revenue:General Revenue:Equitable Share 5 236 958

Fund:Operational:Revenue:General Revenue:Equitable Share 816 000

Fund:Operational:Revenue:General Revenue:Equitable Share 64 858

Fund:Operational:Revenue:General Revenue:Equitable Share 416 087

Fund:Operational:Revenue:General Revenue:Equitable Share 58 150

Fund:Operational:Revenue:General Revenue:Equitable Share 636 854

Fund:Operational:Revenue:General Revenue:Equitable Share 46 900

Fund:Operational:Revenue:General Revenue:Equitable Share 29 325

Fund:Operational:Revenue:General Revenue:Equitable Share 352 918

Fund:Operational:Revenue:General Revenue:Equitable Share 224 430

Fund:Operational:Revenue:General Revenue:Equitable Share 6 275

Fund:Operational:Revenue:General Revenue:Equitable Share 356

Fund:Operational:Revenue:General Revenue:Equitable Share 109 762

Fund:Operational:Revenue:General Revenue:Equitable Share 237 159

Fund:Operational:Revenue:General Revenue:Equitable Share 10 677

Fund:Operational:Revenue:General Revenue:Equitable Share 10 000

Fund:Operational:Revenue:General Revenue:Equitable Share 17 562

Fund:Operational:Revenue:General Revenue:Equitable Share 13 288

Fund:Operational:Revenue:General Revenue:Equitable Share 3 053

Fund:Operational:Revenue:General Revenue:Equitable Share 1 785

Fund:Operational:Revenue:General Revenue:Equitable Share 38 062

Fund:Operational:Revenue:General Revenue:Equitable Share 24 053

Fund:Operational:Revenue:General Revenue:Equitable Share 10 000

Fund:Operational:Revenue:General Revenue:Equitable Share 127 712

Fund:Operational:Revenue:General Revenue:Equitable Share 93 927

Fund:Operational:Revenue:General Revenue:Equitable Share 3 614

Fund:Operational:Revenue:General Revenue:Equitable Share 15 782

Fund:Operational:Revenue:General Revenue:Equitable Share 3 238 629

Fund:Operational:Revenue:General Revenue:Equitable Share 10 976 385

Fund:Operational:Revenue:General Revenue:Equitable Share 254 700

Fund:Operational:Revenue:General Revenue:Equitable Share 7 272

Fund:Operational:Revenue:General Revenue:Equitable Share 17 087

Fund:Operational:Revenue:General Revenue:Equitable Share 460

Fund:Operational:Revenue:General Revenue:Equitable Share 101 237

Fund:Operational:Revenue:General Revenue:Equitable Share 47 440

Fund:Operational:Revenue:General Revenue:Equitable Share 119

Fund:Operational:Revenue:General Revenue:Equitable Share 41 676

Fund:Operational:Revenue:General Revenue:Equitable Share 118 296

Fund:Operational:Revenue:General Revenue:Equitable Share 1 896

Fund:Operational:Revenue:General Revenue:Equitable Share 6 637

Fund:Operational:Revenue:General Revenue:Equitable Share 156 722

Fund:Operational:Revenue:General Revenue:Equitable Share 10 000

Fund:Operational:Revenue:General Revenue:Equitable Share 9 808

Fund:Operational:Revenue:General Revenue:Equitable Share 10 000

Fund:Operational:Revenue:General Revenue:Equitable Share 23 573

Fund:Operational:Revenue:General Revenue:Equitable Share 37 003

Fund:Operational:Revenue:General Revenue:Equitable Share 267 318

Fund:Operational:Revenue:General Revenue:Equitable Share 464 857

Fund:Operational:Revenue:General Revenue:Equitable Share 96 070

Fund:Operational:Revenue:General Revenue:Equitable Share 168 228

Fund:Operational:Revenue:General Revenue:Equitable Share 230

Fund:Operational:Revenue:General Revenue:Equitable Share 120 139

Fund:Operational:Revenue:General Revenue:Equitable Share 792

Fund:Operational:Revenue:General Revenue:Equitable Share 1 163 200

Fund:Operational:Revenue:General Revenue:Equitable Share 50 000

Fund:Operational:Revenue:General Revenue:Equitable Share 100 000

Fund:Operational:Revenue:General Revenue:Equitable Share 5 000

Fund:Operational:Revenue:General Revenue:Equitable Share 1 122

Fund:Operational:Revenue:General Revenue:Equitable Share 50 000

Fund:Operational:Revenue:General Revenue:Equitable Share 166 195

Fund:Operational:Revenue:General Revenue:Equitable Share 11 703

Fund:Operational:Revenue:General Revenue:Equitable Share 3 600

Fund:Operational:Revenue:General Revenue:Equitable Share 307 422

Fund:Operational:Revenue:General Revenue:Equitable Share 233 739

Fund:Operational:Revenue:General Revenue:Equitable Share 152 043

Fund:Operational:Revenue:General Revenue:Equitable Share 10 580 865

Fund:Operational:Revenue:General Revenue:Equitable Share 214 837

Fund:Operational:Revenue:General Revenue:Equitable Share 7 928

Fund:Operational:Revenue:General Revenue:Equitable Share 338 326

Fund:Operational:Revenue:General Revenue:Equitable Share 1 924 407

Fund:Operational:Revenue:General Revenue:Equitable Share 101 853

Fund:Operational:Revenue:General Revenue:Equitable Share 480 121

Fund:Operational:Revenue:General Revenue:Equitable Share 2 500

Fund:Operational:Revenue:General Revenue:Equitable Share 134 126

Fund:Operational:Revenue:General Revenue:Equitable Share 10 000

334 419 086


9.4.2
Operating Expenditure
The analysis was done in terms of the following items:

The funding for the following line items does not relate to the specified function: 

· Electricity
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ORGB

Account Name Account Name Account Name

Function:Energy Sources:Core Function:Electricity

Expenditure:Employee Related Cost:Municipal Staff:Salaries, 

Wages and Allowances:Basic Salary and Wages

Fund:Operational:Revenue:General Revenue:Service 

Charges:Water 174 893

Function:Energy Sources:Core Function:Electricity

Expenditure:Employee Related Cost:Municipal Staff:Social 

Contributions:Pension

Fund:Operational:Revenue:General Revenue:Service 

Charges:Water 3 694

Function:Energy Sources:Core Function:Electricity

Expenditure:Employee Related Cost:Municipal Staff:Social 

Contributions:Unemployment Insurance

Fund:Operational:Revenue:General Revenue:Service 

Charges:Water 205

Function:Energy Sources:Core Function:Electricity Expenditure:Operational Cost:Skills Development Fund Levy

Fund:Operational:Revenue:General Revenue:Service 

Charges:Water 9 198


· Solid Waste
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ORGB

Account Name Account Name Account Name

Function:Waste Management:Core Function:Solid Waste 

Removal

Expenditure:Employee Related Cost:Municipal Staff:Salaries, 

Wages and Allowances:Basic Salary and Wages

Fund:Operational:Revenue:General Revenue:Service 

Charges:Water 122 236


· Waste Water Management
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ORGB

Account Name Account Name Account Name

Function:Waste Water Management:Core Function:Storm 

Water Management Expenditure:Operational Cost:Municipal Services

Fund:Operational:Revenue:General Revenue:Service 

Charges:Water 345 000

Function:Waste Water Management:Core 

Function:Sewerage

Expenditure:Employee Related Cost:Municipal Staff:Salaries, 

Wages and Allowances:Basic Salary and Wages

Fund:Operational:Revenue:General Revenue:Service 

Charges:Waste 1 827 093

Function:Waste Water Management:Core 

Function:Sewerage

Expenditure:Employee Related Cost:Municipal Staff:Salaries, 

Wages and Allowances:Basic Salary and Wages

Fund:Operational:Revenue:General Revenue:Service 

Charges:Water 2 168 004

Function:Waste Water Management:Core 

Function:Sewerage

Expenditure:Employee Related Cost:Municipal Staff:Salaries, 

Wages and Allowances:Allowances:Service Related 

Benefits:Bonus

Fund:Operational:Revenue:General Revenue:Service 

Charges:Water 141 642

Function:Waste Water Management:Core 

Function:Sewerage

Expenditure:Employee Related Cost:Municipal Staff:Salaries, 

Wages and Allowances:Allowances:Service Related 

Benefits:Overtime:Non Structured

Fund:Operational:Revenue:General Revenue:Service 

Charges:Waste 839 283

Function:Waste Water Management:Core 

Function:Sewerage

Expenditure:Employee Related Cost:Municipal Staff:Social 

Contributions:Pension

Fund:Operational:Revenue:General Revenue:Service 

Charges:Water 21 024

Function:Waste Water Management:Core 

Function:Sewerage Expenditure:Operational Cost:Skills Development Fund Levy

Fund:Operational:Revenue:General Revenue:Service 

Charges:Water 2 345


· Water
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ORGB

Account Name Account Name Account Name

Function:Water Management:Core Function:Water 

Distribution

Expenditure:Operational Cost:Licences:Motor Vehicle 

Licence and Registrations

Fund:Operational:Revenue:General Revenue:Service 

Charges:Electricity 58 587


The following opeartional projects are funded by capital transfers:
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ORGB

Account Name Account Name Account Name Account Name

Operational:Municipal Running Cost

Function:Community and Social Services:Core 

Function:Libraries and Archives

Expenditure:Employee Related Cost:Municipal Staff:Salaries, 

Wages and Allowances:Basic Salary and Wages

Fund:Capital:Transfers and Subsidies:Allocations In-kind:District 

Municipalities:Eastern Cape:DC 10 - Sarah Baartman:Capacity 

Building and Other:Specify (Add grant description) 743 493

Operational:Municipal Running Cost

Function:Community and Social Services:Core 

Function:Libraries and Archives

Expenditure:Employee Related Cost:Municipal Staff:Salaries, 

Wages and Allowances:Allowances:Service Related 

Benefits:Bonus

Fund:Capital:Transfers and Subsidies:Allocations In-kind:District 

Municipalities:Eastern Cape:DC 10 - Sarah Baartman:Capacity 

Building and Other:Specify (Add grant description) 63 733

Operational:Municipal Running Cost

Function:Community and Social Services:Core 

Function:Libraries and Archives

Expenditure:Employee Related Cost:Municipal Staff:Social 

Contributions:Bargaining Council

Fund:Capital:Transfers and Subsidies:Allocations In-kind:District 

Municipalities:Eastern Cape:DC 10 - Sarah Baartman:Capacity 

Building and Other:Specify (Add grant description) 1 189

Operational:Municipal Running Cost

Function:Community and Social Services:Core 

Function:Libraries and Archives

Expenditure:Employee Related Cost:Municipal Staff:Social 

Contributions:Medical

Fund:Capital:Transfers and Subsidies:Allocations In-kind:District 

Municipalities:Eastern Cape:DC 10 - Sarah Baartman:Capacity 

Building and Other:Specify (Add grant description) 117 569

Operational:Municipal Running Cost

Function:Community and Social Services:Core 

Function:Libraries and Archives

Expenditure:Employee Related Cost:Municipal Staff:Social 

Contributions:Pension

Fund:Capital:Transfers and Subsidies:Allocations In-kind:District 

Municipalities:Eastern Cape:DC 10 - Sarah Baartman:Capacity 

Building and Other:Specify (Add grant description) 304 323

Operational:Municipal Running Cost

Function:Community and Social Services:Core 

Function:Libraries and Archives

Expenditure:Employee Related Cost:Municipal Staff:Social 

Contributions:Unemployment Insurance

Fund:Capital:Transfers and Subsidies:Allocations In-kind:District 

Municipalities:Eastern Cape:DC 10 - Sarah Baartman:Capacity 

Building and Other:Specify (Add grant description) 17 075

Operational:Municipal Running Cost

Function:Community and Social Services:Core 

Function:Libraries and Archives Expenditure:Inventory Consumed:Materials and Supplies

Fund:Capital:Transfers and Subsidies:Allocations In-kind:District 

Municipalities:Eastern Cape:DC 10 - Sarah Baartman:Capacity 

Building and Other:Specify (Add grant description) 10 507


· Water Inventory

From the ORGB 2022 data strings it can be seen that the Municipality DID NOT budget for water as Inventory as required by MFMA budget and Mscoa circulars. 
The following is listed on the A4 table for the municipality: 
****Insert the part on A4 which deals with water inventory
· Bulk Purchases – Electricity

The Municipality in the ORGB data string made provision to purchase Bulk: Electricity under the correct Item: Expenditure: Bulk Purchases and the Item Liability: Clearing Account: Bulk Purchases Electricity Deposits were created as illustrated below:
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ORGB

Account Name Account Name Account Name

Function:Energy Sources:Core Function:Electricity Expenditure:Bulk Purchases:Electricity:ESKOM

Fund:Operational:Revenue:General Revenue:Service 

Charges:Electricity 115 999 787

2022

ORGB

Account Name Account Name Account Name

Function:Finance and Administration:Core Function:Finance

Liabilities:Current Liabilities:Trade and Other Payable 

Exchange Transactions:Electricity Bulk Purchase:Deposits

Fund:Operational:Revenue:General Revenue:Equitable 

Share -115 999 787

Function:Finance and Administration:Core Function:Finance

Liabilities:Current Liabilities:Trade and Other Payable 

Exchange Transactions:Electricity Bulk 

Purchase:Withdrawals

Fund:Operational:Revenue:General Revenue:Equitable 

Share 115 999 787


Funding for liability raised is however General Revenue: Equitable Share and not from Electricity. 
· Contracted Services

Contracted Services in the ORGB 2022 data strings are mainly for Maintenance Projects, Municipal running cost and Typical work streams.

Alignment between the Function Segment and these Maintenance Projects seems to be adequate.

It was observed that the Fund Segment indicated that Contracted Services Projects were funded by the following:

· General Revenue 

· Fund: Operational: Transfers and Subsidies 

· Depreciation

The ORGB 2022 data string for Depreciation indicated that the Municipality used several Projects to accommodate all depreciation charges across the municipality across different asset classes and types.

The Function segment was found to be covering most of the functions within the municipality. Project segment is indicated as municipal running cost while funding segment is indicated as non-funding transactions except two instances as illustrated below:
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ORGB

Account Name Account Name

Expenditure:Depreciation and Amortisation:Depreciation:Machinery and 

Equipment

Fund:Operational:Revenue:General Revenue:Service 

Charges:Electricity 112 000

Expenditure:Depreciation and Amortisation:Depreciation:Machinery and 

Equipment Fund:Non-funding Transactions 35 000

Expenditure:Depreciation and Amortisation:Depreciation:Computer Equipment Fund:Non-funding Transactions 2 395 093

Expenditure:Depreciation and Amortisation:Depreciation:Machinery and 

Equipment Fund:Non-funding Transactions 28 000

Expenditure:Depreciation and Amortisation:Depreciation:Machinery and 

Equipment Fund:Operational:Revenue:General Revenue:Equitable Share 46 900

Expenditure:Depreciation and Amortisation:Depreciation:Machinery and 

Equipment Fund:Non-funding Transactions 49 000

Expenditure:Depreciation and Amortisation:Depreciation:Other 

Assets:Operational Buildings:Municipal Offices Fund:Non-funding Transactions 2 330 842

Expenditure:Depreciation and Amortisation:Depreciation:Machinery and 

Equipment Fund:Non-funding Transactions 42 869

Expenditure:Depreciation and Amortisation:Depreciation:Machinery and 

Equipment Fund:Non-funding Transactions 40 971

Expenditure:Depreciation and Amortisation:Depreciation:Machinery and 

Equipment Fund:Non-funding Transactions 583 800

Expenditure:Depreciation and Amortisation:Depreciation:Roads 

Infrastructure:Roads Fund:Non-funding Transactions 5 858 518

Expenditure:Depreciation and Amortisation:Depreciation:Storm water 

Infrastructure:Storm Water Conveyance Fund:Non-funding Transactions 209 811

Expenditure:Depreciation and Amortisation:Depreciation:Solid Waste 

Infrastructure:Landfill Sites Fund:Non-funding Transactions 1 101 327

Expenditure:Depreciation and Amortisation:Depreciation:Sanitation 

Infrastructure:Reticulation Fund:Non-funding Transactions 3 691 216

Expenditure:Depreciation and Amortisation:Depreciation:Machinery and 

Equipment Fund:Non-funding Transactions 584 500

Expenditure:Depreciation and Amortisation:Depreciation:Storm water 

Infrastructure:Drainage Collection Fund:Non-funding Transactions 6 790 000

Expenditure:Depreciation and Amortisation:Depreciation:Water Supply 

Infrastructure:Bulk Mains Fund:Non-funding Transactions 21 942 147

Expenditure:Depreciation and Amortisation:Depreciation:Machinery and 

Equipment Fund:Non-funding Transactions 252 000


Source: LG Data base

· Employee Related Cost

The ORGB 2022 data string analysis showed that the Municipality used segments correctly in accordance to the Chart to account for Employee Related Expenditure:

· Project Segment –Reflected as Municipal Running cost 

· Function Segment – relevant function in Municipality aligned to the Project

· Item Segment – All different categories of Employee costs and the senior manager’s employee cost was disclosed separately as per MSCOA Chart

The following related to employee cost however requires adjustment:

The funding for the below COE is listed as Capital: Allocations in kind: 
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ORGB

Account Name Account Name Account Name

Function:Community and Social Services:Core Function:Libraries and 

Archives

Expenditure:Employee Related Cost:Municipal Staff:Salaries, Wages 

and Allowances:Basic Salary and Wages

Fund:Capital:Transfers and Subsidies:Allocations In-kind:District 

Municipalities:Eastern Cape:DC 10 - Sarah Baartman:Capacity Building 

and Other:Specify (Add grant description) 743 493

Function:Community and Social Services:Core Function:Libraries and 

Archives

Expenditure:Employee Related Cost:Municipal Staff:Salaries, Wages 

and Allowances:Allowances:Service Related Benefits:Bonus

Fund:Capital:Transfers and Subsidies:Allocations In-kind:District 

Municipalities:Eastern Cape:DC 10 - Sarah Baartman:Capacity Building 

and Other:Specify (Add grant description) 63 733

Function:Community and Social Services:Core Function:Libraries and 

Archives

Expenditure:Employee Related Cost:Municipal Staff:Social 

Contributions:Bargaining Council

Fund:Capital:Transfers and Subsidies:Allocations In-kind:District 

Municipalities:Eastern Cape:DC 10 - Sarah Baartman:Capacity Building 

and Other:Specify (Add grant description) 1 189

Function:Community and Social Services:Core Function:Libraries and 

Archives

Expenditure:Employee Related Cost:Municipal Staff:Social 

Contributions:Medical

Fund:Capital:Transfers and Subsidies:Allocations In-kind:District 

Municipalities:Eastern Cape:DC 10 - Sarah Baartman:Capacity Building 

and Other:Specify (Add grant description) 117 569

Function:Community and Social Services:Core Function:Libraries and 

Archives

Expenditure:Employee Related Cost:Municipal Staff:Social 

Contributions:Pension

Fund:Capital:Transfers and Subsidies:Allocations In-kind:District 

Municipalities:Eastern Cape:DC 10 - Sarah Baartman:Capacity Building 

and Other:Specify (Add grant description) 304 323

Function:Community and Social Services:Core Function:Libraries and 

Archives

Expenditure:Employee Related Cost:Municipal Staff:Social 

Contributions:Unemployment Insurance

Fund:Capital:Transfers and Subsidies:Allocations In-kind:District 

Municipalities:Eastern Cape:DC 10 - Sarah Baartman:Capacity Building 

and Other:Specify (Add grant description) 17 075


Senior Managers are grouped together. Municipal Manager’s salary not listed: 
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Account Name Account Name Account Name

Function:Finance and Administration:Core Function:Finance

Expenditure:Employee Related Cost:Senior Management:Chief Financial 

Officer:Salaries and Allowances:Basic Salary

Fund:Operational:Revenue:General Revenue:Service 

Charges:Electricity 1 212 851

Function:Finance and Administration:Core Function:Finance

Expenditure:Employee Related Cost:Senior Management:Chief Financial 

Officer:Social Contributions:Bargaining Council

Fund:Operational:Revenue:General Revenue:Service 

Charges:Electricity 119

Function:Planning and Development:Core Function:Town Planning, 

Building Regulations and Enforcement, and City Engineer

Expenditure:Employee Related Cost:Senior 

Management:Designation:Salaries and Allowances:Basic Salary

Fund:Operational:Revenue:General Revenue:Service 

Charges:Electricity 998 573

Function:Planning and Development:Core Function:Town Planning, 

Building Regulations and Enforcement, and City Engineer

Expenditure:Employee Related Cost:Senior 

Management:Designation:Salaries and Allowances:Allowance:Cellular 

and Telephone

Fund:Operational:Revenue:General Revenue:Service 

Charges:Electricity 43 350

Function:Planning and Development:Core Function:Town Planning, 

Building Regulations and Enforcement, and City Engineer

Expenditure:Employee Related Cost:Senior 

Management:Designation:Social Contributions:Unemployment Insurance

Fund:Operational:Revenue:General Revenue:Service 

Charges:Electricity 1 896

Function:Planning and Development:Core Function:Town Planning, 

Building Regulations and Enforcement, and City Engineer

Expenditure:Employee Related Cost:Senior 

Management:Designation:Social Contributions:Bargaining Council

Fund:Operational:Revenue:General Revenue:Service 

Charges:Electricity 119


· Remuneration of Councillors

The ORGB 2022 data string analysis showed that the Municipality used the following segments correctly in accordance to the Chart to account for Remuneration of Councillors for budget purposes:
· Project Segment – Correctly as Municipal Running Cost 
· Function Segment – relevant function in Municipality aligned to the Project and to full usage of the Chart as per all different categories

· Fund Segment – correctly used as Equitable Share, however; an amount of R9.987 million was indicated against the DoRA allocation of R6.029 million. 
· Repairs and Maintenance

It was observed from the ORGB data strings that the chart breakdown was used correctly for the different types of repairs and maintenance and the fund segment was used as both Operational Revenue and Transfer & Subsidies

9.4.3
Capital Funding

It was observed from the ORGB 2022 data strings on Capital Expenditure and funding that the Project Segment, Function Segment and Item segment was used in accordance with the Chart and aligned to each other.

The Fund segment revealed that different Transfer and Subsidies as well as own revenue Funding sources will be used to fund the Capital Projects.

As per below analysis the municipality accurately budgeted transfers and subsidies:
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ORGB

Account Name Account Name

Assets:Non-current Assets:Property, Plant and Equipment:Cost Model:Solid 

Waste Infrastructure:Cost:Acquisitions Fund:Capital:Transfers and Subsidies:Monetary Allocations:National Government:Municipal Infrastructure Grant 4 000 000

Assets:Non-current Assets:Property, Plant and Equipment:Cost 

Model:Sanitation Infrastructure:Cost:Acquisitions Fund:Capital:Transfers and Subsidies:Monetary Allocations:National Government:Municipal Infrastructure Grant 9 655 861

Assets:Non-current Assets:Property, Plant and Equipment:Cost Model:Water 

Supply Infrastructure:Boreholes:Cost:Acquisitions Fund:Capital:Transfers and Subsidies:Monetary Allocations:National Government:Regional Bulk Infrastructure Grant 15 000 000

Assets:Non-current Assets:Property, Plant and Equipment:Cost Model:Water 

Supply Infrastructure:Boreholes:Cost:Acquisitions Fund:Capital:Transfers and Subsidies:Monetary Allocations:National Government:Regional Bulk Infrastructure Grant 16 000 000

Assets:Non-current Assets:Property, Plant and Equipment:Cost Model:Water 

Supply Infrastructure:Boreholes:Cost:Acquisitions Fund:Capital:Transfers and Subsidies:Monetary Allocations:National Government:Water Services Infrastructure Grant 12 000 000

Assets:Non-current Assets:Property, Plant and Equipment:Cost Model:Water 

Supply Infrastructure:Distribution:Cost:Acquisitions Fund:Capital:Transfers and Subsidies:Monetary Allocations:National Government:Municipal Infrastructure Grant 4 500 000

Assets:Non-current Assets:Property, Plant and Equipment:Cost 

Model:Community Assets:Cost:Acquisitions Fund:Capital:Transfers and Subsidies:Monetary Allocations:National Government:Municipal Infrastructure Grant 8 979 939

Assets:Non-current Assets:Property, Plant and Equipment:Cost 

Model:Computer Equipment:In-use:Cost:Acquisitions Fund:Capital:Transfers and Subsidies:Monetary Allocations:National Government:Municipal Infrastructure Grant 60 000

MIG Capital Funding 27 195 800.00       

PMU Mig 1 428 200.00         

DoRa Mig 28 564 000.00       

27 135 800.00       

Difference 60 000.00              

WSIG Capex funding 12 000 000.00       

DoRA WSIG 12 000 000.00       

Difference -                         

RBIG Capex funding 31 000 000.00       

Dora RBIG 31 000 000.00       

Difference -                         


From the above analysis, the municipality did not take into account VAT implications relating to the capital expenditure on Assets.
9.4.4
COVID-19

The municipality has budgeted R1.665 million for inventory items funded by Municipal Disaster Relief grant as part of Covid-19 projects: 
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ORGB

Account Name Account Name Account Name Account Name

Operational:Typical Work Streams:Emergency and Disaster 

Management:Disaster Management Function:Health:Core Function:Health Services

Expenditure:Inventory Consumed:Consumables:Zero 

Rated

Fund:Operational:Transfers and Subsidies:Monetary 

Allocations:National Government:Municipal Disaster Relief Grant 1 665 835


Source: LG Database

***please confirm if the municipality will be receiving this allocation for the 2021/22 financial year

9.4.5
Control & Clearing Accounts – Salary & Bulk Purchases Electricity (SA30 & A4)

It was observed that the Salary control accounts werer not fully broken down as required by mscoa. The dpeosits are however aligned to A4:
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ORGB

Account Name Account Name

Liabilities:Current Liabilities:Trade and Other Payable Exchange 

Transactions:Control, Clearing and Interface Accounts:Salary Clearing and 

Control:Salary Control:Deposits Fund:Non-funding Transactions -180 274 602

Liabilities:Current Liabilities:Trade and Other Payable Exchange 

Transactions:Control, Clearing and Interface Accounts:Salary Clearing and 

Control:Salary Control:Withdrawals

Fund:Operational:Revenue:General 

Revenue:Equitable Share 180 274 602

A4

Employee cost 170 287 602.00    

Remuneration of councilors 9 987 000.00        

180 274 602.00    

-                          


9.4.6
Budget Control 

In year reporting as at the end of May 2021, revealed that the municipality is transacting against zero budget, some instances of no performance to date against budgeted amounts, as well as over spending on line items. 

Budget control should be such as not to allow transacting against zero budget nor overspending of the budget.

9.4.7
Cash Flow 
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R thousands

Budget Year 

2021/22

PDF Budget 

document

Difference

Budget Year 

2022/23

PDF Budget 

document

Difference

Budget Year 

2023/24

PDF Budget 

document

Difference

CASH FLOW FROM OPERATING ACTIVITIES

Receipts

Property rates 47 776            47 776            -                   49 783            49 783            -                   51 974            51 974           -                 

Service charges 254 115           254 115           -                   271 690           271 690           -                   290 841           290 841         -                 

Other revenue 97 185            97 185            -                   36 568            36 568            -                   25 384            25 384           -                 

Government - operating 112 741           112 741           -                   114 898           114 898           -                   115 368           115 368         -                 

Government - capital 71 564            71 564            -                   90 949            90 949            -                   61 874            61 874           -                 

Interest 1 500              1 500              -                   1 500              1 500              -                   1 500              1 500             -                 

Dividends -                   -                   -                   -                   -                   -                   -                   -                  -                 

Payments -                   -                   -                   -                   -                   -                   -                   -                  -                 

Suppliers and employees (419 307)          (419 307)          -                   (427 861)          (427 861)          -                   (439 147)          (439 147)        -                 

Finance charges (8 428)             (8 428)             -                   (8 428)             (8 428)             -                   (8 428)             (8 428)            -                 

Transfers and Grants (30)                 (30)                 -                   (30)                 (30)                 -                   (30)                 (30)                -                 

NET CASH FROM/(USED) OPERATING ACTIVITIES 157 118           157 118           -                   129 070           129 070           -                   99 336            99 336           -                 

-                   -                   -                   -                   -                   -                   -                   -                  -                 

CASH FLOWS FROM INVESTING ACTIVITIES -                   -                   -                   -                   -                   -                   -                   -                  -                 

Receipts -                   -                   -                   -                   -                   -                   -                   -                  -                 

Proceeds on disposal of PPE -                   -                   -                   -                   -                   -                   -                   -                  -                 

Decrease (Increase) in non-current debtors -                   -                   -                   -                   -                   -                   -                   -                  -                 

Decrease (increase) other non-current receivables -                   -                   -                   -                   -                   -                   -                   -                  -                 

Decrease (increase) in non-current investments -                   -                   -                   -                   -                   -                   -                   -                  -                 

Payments -                   -                   -                   -                   -                   -                   -                   -                  -                 

Capital assets (86 898)           (86 898)           -                   (130 104)          (130 104)          -                   (122 820)          (122 820)        -                 

NET CASH FROM/(USED) INVESTING ACTIVITIES (86 898)           (86 898)           -                   (130 104)          (130 104)          -                   (122 820)          (122 820)        -                 

-                   -                   -                   -                   -                   -                   -                   -                  -                 

CASH FLOWS FROM FINANCING ACTIVITIES -                   -                   -                   -                   -                   -                   -                   -                  -                 

Receipts -                   -                   -                   -                   -                   -                   -                   -                  -                 

Short term loans -                   -                   -                   -                   -                   -                   -                   -                  -                 

Borrowing long term/refinancing -                   -                   -                   -                   -                   -                   -                   -                  -                 

Increase (decrease) in consumer deposits 138                 138                 -                   -                   -                   -                   -                   -                  -                 

Payments -                   -                   -                   -                   -                   -                   -                   -                  -                 

Repayment of borrowing -                   -                   -                   -                   -                   -                   -                   -                  -                 

NET CASH FROM/(USED) FINANCING ACTIVITIES 138                 138                 -                   -                   -                   -                   -                   -                  -                 

-                   -                   -                   -                   -                   -                   -                   -                  -                 

NET INCREASE/ (DECREASE) IN CASH HELD 70 358            70 358            -                   (1 034)             (1 034)             -                   (23 483)           (23 483)          -                 

Cash/cash equivalents at the year begin: 2 278              2 278              -                   2 278              72 636            70 358            2 278              71 602           69 324          

Cash/cash equivalents at the year end: 72 636            72 636            -                   1 244              71 602            70 358            (21 206)           48 118           69 324          

Eastern Cape: Dr Beyers Naude(EC101) - Table A7 Budgeted Cash Flows ( All ) for 4th Quarter ended 30 June 2021

2021/22 Medium Term Revenue & Expenditure Framework


The municipality’s A Schedule drawn from the data strings indicates that the financial system has been set up to incorporate the guidance provided by National Treasury in mSCOA Circular No. 10 and 11, however there are minor variances between the A1 Schedule presented to Council and the data strings that were uploaded by the municipality as indicated below.
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Description 2017/18 2018/19 2019/20 2021/22 2021/22 2022/23 2022/23 2023/24 2023/24

R thousand

Audited 

Outcome

Audited 

Outcome

Audited 

Outcome

Budget Year

+0

Treasury 

Calculation

Budget Year +1

Treasury 

Calculation

Budget Year +2

Treasury 

Calculation

CASH FLOW FROM OPERATING ACTIVITIES

NET CASH FROM/(USED) OPERATING ACTIVITIES (148)                    (78)                      (8 530)                  155 618                160 658                127 570                122 911                97 836                 145 948               

NET CASH FROM/(USED) INVESTING ACTIVITIES –                       –                       (51 520)                (86 898)                (86 898)                (130 104)               (130 104)               (122 820)               (122 820)              

CASH FLOWS FROM FINANCING ACTIVITIES

NET CASH FROM/(USED) FINANCING ACTIVITIES 7                         (4)                        3 901                   138                      138                      –                       –                       –                       –                      

NET INCREASE/ (DECREASE) IN CASH HELD (141)                    (82)                      (56 149)                68 858                 73 898                 (2 534)                  (7 193)                  (24 983)                23 128                

Cash/cash equivalents at the year begin: 8 972                   –                       (1)                        2 278                   168 881                2 278                   242 779                2 278                   235 586               

Cash/cash equivalents at the year end: 8 831                   (82)                      (56 151)                71 136                 242 779                (256)                     235 586                (22 706)                258 714               

Table A7 Budgeted Cash Flows MEDIUM TERM REVENUE & EXPENDITURE FRAMEWORK


· The outcome of the funding tool reflects positive cash/cash equivalents at year end for the 2021/22 financial year. 

· The payment of capital assets on Table A7 is in alignment with capital expenditure and funding on Table A5.

10. Recommendations
The following recommendations are made based on the analysis:
· Ensure a concerted effort on debt management and credit collection of consumer debts;

· Implement prudent financial management and stringent measure on operating expenditure;

· Preserve the available cash surplus for cash backed reserves to fund capital replacement of assets;
· The municipality is advised to continue with the mSCOA Steering Committee meetings on a monthly basis.

· The municipality is reminded to table a mSCOA Road Map to Council in the event that all the mSCOA modules has not been implemented.

· Budget Control:  The municipality is advised to put controls in place on their financial system not to allow transacting against zero budget nor overspending of the budget.

· Note that once the budget is approved by Council, changes will only be allowed in the ADJB process

The municipality is encouraged to contact the budget analyst responsible for oversight of Dr. Beyers Naude` Local Municipality at the Provincial Treasury should assistances be required to correct the validation errors or mSCOA data strings.

11. CONCLUSION
The municipality has demonstrated a determination to table a funding budget plan to mitigate the unfunded adopted budget over the MTREF. It is also imperative to demonstrate prudent financial management and put cost containment measures in place and show stringent controls on the actual implementation of the budget. 
It is also similarly essential to ensure concerted effort on debt management and credit collection of consumer debts to improve the assume collection rate of 95%. 
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