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Component D: sub-
total 

0 0 0 0 % % 

Total Expenditure 0 0 0 0 % % 

In this table operational income is offset against operational expenditure leaving a net operational 
expenditure total for each service as shown in the individual net service expenditure tables in chapter 3. 
Variances are calculated by dividing the difference between actual and original/adjustments budget by 
the actual.                                                                                                                                        T 5.1.2 

 

 

COMMENT ON FINANCIAL PERFORMANCE: 

REVENUE BY SOURCE  

Property Rates – penalties & collection charges 

A R1m positive variance was experienced, as the budget was understated on penalties and 

collection charges for vacant and undeveloped land and or developed properties. This is 38% 

more than budgeted. 

Interest earned - external investments 

Investment revenue yielded R0.3m more than anticipated, due to interest earned on unspent 

grants invested. This is 14% more than budgeted. 

Transfers recognised - operational 

A R7m negative variance was experienced, due to over spending on operating projects, as 

revenue is recognised when funds are spent or when conditions of the grants are met. 

Other revenue 

Other revenue received was R19.7m more than expected, due to subsidy received from the 

District Municipality which were budgeted under “Grants” and not “Other Income”. The other 

contributing factor was numerous miscellaneous revenue items, including town planning fees, 

market income, vehicle registration fees, cemetery fees, grave space sales, tender receipts, 

etc., realising more revenue than expected. 

EXPENDITURE BY TYPE  

Debt impairment 

The debt impairment figure is calculated using the approved methodology on the debt book as 

at 30 June 2013. This figure allows ELM to make a realistic provision taking into account the 

ageing of the outstanding debtors at year end. The budget for debt impairment is based on the 

12 months’ average collection rate. Debt impairment as at 30 June 2013 was R5.9m more than 

the budget. This was due to significant increase in outstanding debtors.  
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Finance charges 

Finance charges were 42% more than budgeted. This budget item only relates to interest on 

loans and excludes finance charges on leases. 

Transfers and grants 

The transfers and grants budget shows a negative R5.2m variance, due to less utilisation of 

grants and subsidies. This represents -26% of grants and subsidies paid than budgeted.  

Other expenditure 

Other expenditure was R9.2m less than budgeted, largely due to under spending on operating 

projects. This represents -19% of under spending on various other projects.  

       T5.1.3 

 

5.2 GRANTS 

 

Grant Performance 
R' 000 

Description 

Year -1 Year 0 Year 0 Variance 

Actual Budget Adjustment
s Budget 

Actual Original 
Budget              

(%) 

Adjustments 
Budget              

(%) 

Operating Transfers and Grants             

National Government: 0 105,766 105,766 105,766 0% 0% 

 
Equitable share 
 
Local Government Financial  
Management Grant (FMG) 
 
Municipal Infrastructure Grant (MIG) 
 
Municipal Systems Improvement 
Grant (MSIG) 

61,056 
 

1,500 
 

19,217 
 

790 
 

69,797 
 

1,500 
 

23,311 
 

800 
 

69,797 
 

1,500 
 

23, 311 
 

800 
 

69,797 
 

1,500 
 

23,311 
 

800 
 

0% 
 

0% 
 

0% 
 

0% 
 

 
0% 

 
0% 

 
0% 

 
0% 

 
 
Department of Water Affairs (DWAF) 
 
Integrated National Electrification 
Grant (INEP) 

 

0 
 

5,134 
 
 

0 
 

9,000 
 
 

0 
 

9,000 
 
 

0 
 

9,000 
 
 

0% 
 

0% 
 
 

0% 
 

0% 
 
 

Neighbourhood Development 
Program Grant (NDPG) 
 
Extended Public Works Program 
(EPWP) 
 

0 
 
 
0 
 
 
 

0 
 
 

1,358 
 
 
 

0 
 
 

1,358 
 
 
 

0 
 
 

1,358 
 
 
 

0% 
 
 

0% 
 
 
 

0% 
 
 

0% 
 
 
 

Town Revitalisation 0 0 0 0 0% 0% 
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Provincial Government: 0 891 891 891 0% 0% 

Housing Grant 0 0 0 0 0% 0% 

IDP 0 0 0 0 0% 0% 

LED 0 88 88 88 0% 0% 

Library 0 803 803 803 0% 0% 
Integrated National Electrification 
Grant (INEP) 0 0 0 0 0% 0% 

Local Govt & Traditional Affairs  
(FMG) 0 0 0 0 0% 0% 
Neighbourhood Development 
Program Grant (NDPG) 0 0 0 0 0% 0% 
Extended Public Works Program 
(EPWP) 0 0 0 0 0% 0% 

Town Revitalisation 0 0 0 0 0% 0% 

District Municipality: 0 3,101 3,101 3,101 0% 0% 

Health Subsidy-Environmental 
Health 
Food Program 
Sorghum & Processing 
Planning & Development 
Cleaning program 
Revenue Enhancement 
Other 

0 
0 
0 
0 
0 
0 
 

0 
0 

2,200 
40 
396 
465 
0 
 

0 
0 

2,200 
40 
396 
465 
0 
 

0 
0 

2,200 
40 
396 
465 

0 
 

0% 
0% 
0% 
0% 
0% 
0% 
0% 

 

0% 
0% 
0% 
0% 
0% 
0% 
0% 

 

        

Other grant providers: 0 106 106 106 0% 0% 

SETA-Skills Development 0 106 106 106 0% 0% 

SETA-Councillor Training 0 0 0 0 n/a n/a 

Other Funding 0 0 0 0 n/a 0% 

Other Funding 0 0 0 0 n/a 0% 

Other Funding 0 0 0 0 n/a n/a 

European Commission 0 0 0 0 n/a n/a 

Total Operating Transfers and Grants      0 
     
109,864 

        
109,864  

     
109,864  0% -9% 

Variances are calculated by dividing the difference between actual and original/adjustments budget by the 
actual. Full list of provincial and national grants available from published gazettes. T 5.2.1 

 

 

COMMENT ON OPERATING TRANSFERS AND GRANTS: 

Note: These relate to Municipal Infrastructure Grant (MIG). For other conditional transfers 

including Neighbourhood Development Partnership Grant (NDPG); Public Transport 

Infrastructure and Systems Grant (PITS) – information still to be completed. 

. 

T 5.2.2 
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Grants Received From Sources Other Than Division of Revenue Act (DoRA) 

Details of Donor Actual 
Grant 

2011/2012 

Actual Grant 
2012/2013 

2012/2013 
Municipal 

Contribution 

Date Grant 
terminates 

Date 
Municipal 

contribution 
terminates 

Nature and benefit from the 
grant received, include 

description of any 
contributions in kind 

    

Parastatals 

Health Subsidy (ATTIC) 0 0 0 0   Prevent the spread of TB & 
HIV infection and provide 
support to HIV positive 
survivors. 

Health Subsidy 
(Environmental Health) 

0 0 0 0     

Dept of Human 
Settlement 

0 0  0 0    Provide funding for the 
creation of sustainable human 
settlements. Fixing poorly built 
houses 

Dept of Environmental 
Affairs & Tourism 

0 0 0 0    Tourism initiatives for SMME’s 

Roads Subsidy 0 0 0 0     

Dept Water Affairs 0  0  0  0    Provide water supply services 
to consumers currently 
without, services particularly 
those in rural areas. 

Local Govt & Traditional 
Affairs 

0 0 0 0    For remuneration of local 
traditional councils 

Library Subsidy 0  0 0  0     

Dept of Land Affairs 0 0 0 0     

Health Subsidy (Primary 
Health Care) 

0 0 0 0     

SETA 0 R105 863 0 0    Provide employees with the 
opportunities to acquire new 
skills. 

Disaster Relief Fund 0 0 0 0   Immediate consequences of 
disasters are a mitigated 

Dept of Sports, 
Recreation, Arts & 
Culture 

0 0 0 0   Increasing citizens’ access to 
sport and recreation activities 

Public Funding 0  0  0  0    Development levies. 

  0 0 0 0     

Foreign Governments/Development Aid Agencies 

XXX 0 0 0 0 0   

XXX 0 0 0 0 0 An inter-governmental 
agreement aimed at poverty 
alleviation & sustained 
development. 

 T 5.2.3 

 

 

COMMENT ON CONDITIONAL GRANTS AND GRANT RECEIVED FROM OTHER 

SOURCES: 
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Infrastructure Skills Development 

ELM is experiencing challenges with regards to attracting suitably technical skilled personnel, 

which has resulted in the budget not being fully utilized. The Infrastructure Skills Development 

Grant aims to address this issue and thus enhance service delivery.   

Expanded Public Works Programme  

The EPWP programme is a provincial government initiative to address the high rates of 

unemployment across the country. Due to the recruitment process having started later in the 

financial year than normal, ELM has requested funding to be rolled over into 2013/14.  

Urban Settlement Development 

xxx 

 

 

 

Housing - Human Settlement Development Grant 

 

Housing provision is the competency of the Provincial Department of Human Settlement. ELM 

assist in managing the process of beneficiary compilation and land acquisition …. …. …..   

Roads Subsidy-Provincial Roads 

 

 

Department of Land Affairs 

 

ELM acts as an agent for the Department of Land Affairs with regards to land claims. Any 

payment from this grant needs to be requested by the Department of Land Affairs  

 

T 5.2.4 

 

 

5.3 ASSET MANAGEMENT 
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INTRODUCTION TO ASSET MANAGEMENT 

ELM’s Management Team has continued to ensure that a strong asset management function 

is implemented. The following initiatives and principles were in place during the year under 

review:  

 Management recognised the importance of optimal investment into the municipality’s 

asset base and of ensuring that the investment maintained in working capital is kept to 

a minimum.  

 The credit control policy was actively implemented, so as to encourage consumers to 

settle amounts owing to the Institution in a timely manner.  

 

 

T 5.3.1 

 

 

TREATMENT OF THE THREE LARGEST ASSETS ACQUIRED 2012/2013 

Asset 1 

Name Property, Plant, Equipment 

Description XXXXX 

Asset Type e.g. Municipality Offices, Road Structures, Waste Sites, etc. 

Asset Value 

2009/10 2010/11 2011/12 2012/13 

R X,XXX,XXX  R X,XXX,XXX  R X,XXX,XXX  R X,XXX,XXX  

Asset 2 

Name Property, Plant, Equipment 

Description XXXXX 

Asset Type e.g. Municipality Offices, Road Structures, Waste Sites, etc. 

Asset Value 

2009/10 2010/11 2011/12 2012/13 

R X,XXX,XXX  R X,XXX,XXX  R X,XXX,XXX  R X,XXX,XXX  

Asset 3 

Name Property, Plant, Equipment 

Description XXXXX 

Asset Type e.g. Municipality Offices, Road Structures, Waste Sites, etc. 

Asset Value 

2009/10 2010/11 2011/12 2012/13 

R X,XXX,XXX  R X,XXX,XXX  R X,XXX,XXX  R X,XXX,XXX  

T 5.3.2 

 

COMMENT ON ASSET MANAGEMENT: 
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Improving asset management continues to be a focus for ELM, as it is the area from which 

services are delivered to the inhabitants of the Municipality and subsequently the primary area 

of revenue generation.  

In deciding which projects to implement, the relevant ELM departments undertake needs 

analyses to establish the communities’ priority needs. This information is then fed into the IDP 

and used to make informed decisions with regards to which assets require prioritisation.  

T 5.3.3 

 

 

 

 

 

 

 

 

 

 

 

Repair and Maintenance Expenditure: 2012/2013 

R' 000 

  Original Budget Adjustment Budget Actual Budget variance 

Repairs and Maintenance Expenditure 0 0 0 0% 

 

COMMENT ON REPAIR AND MAINTENANCE EXPENDITURE: 

ELM spent XX% of its repairs and maintenance budget during the year under review. This was 

spent primarily on infrastructure maintenance, which reflects an improvement compared to 

previous years. The under-spending of XX% is on the allocation for furniture, equipment and 

building maintenance which is spent as and when required.  

The Municipality is budgeting, on average, XX% of its service revenue for repairs and 

maintenance. The allocation has increased by XX% from 2011/12 as the Municipality’s 

objective is to invest more into infrastructure maintenance and upgrading. 

T 5.3.4.1 

 

5.4 FINANCIAL RATIOS BASED ON KEY PERFORMANCE INDICATORS 
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T 5.4.1 

 
T 5.4.2 

Liquidity Ratio - Info not available yet

Liquidity Ratio – Measures the municipality’s ability to pay its bills and is calculated by dividing the 
monetary assets (due within one year ) by the municipality’s current liabilities. A higher ratio is 
better.

Data used from  MBRR SA8

Cost Coverage - Info not available yet

Year -3

Year -2

Year -1

Current: Year 0

Cost Coverage– It explains how many months expenditure can be covered by the  cash and 
other liquid assets available to the Municipality excluding utilisation of grants and is 
calculated

Data used from MBRR SA8
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T 5.4.3 

 
T 5.4.4 

Total Outstanding Service Debtors 

Year -3

Year -2

Year -1

Current: Year 0

Total Outstanding Service Debtors – Measures how much money is still owed by the 
community for water, electricity, waste removal and sanitation compared to how much 
money has been paid for these services. It is calculated by dividing the total outstanding 
debtors by the total annual revenue. A lower score is better.

Debt Coverage

Year -3

Year -2

Year -1

Current: Year 0

Debt Coverage– The number of times debt payments can be accomodated within Operating 
revenue (excluding grants) .  This in turn represents the ease with which debt payments can be 
accomodated by the municipality

Data used from MBRR SA8
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T 5.4.5 

 
T 5.4.6 

 

Creditors System Efficiency

Year -3

Year -2

Year -1

Current: Year 0

Creditor System Efficiency – The proportion of creditors paid within terms (i.e. 30 days). 
This ratio is calculated by  outstanding trade creditors divided by credit purchases

Data used from MBRR SA8

Capital Charges to Operating Expenditure

Year -3

Year -2

Year -1

Current: Year 0

Capital Charges to Operating Expenditure ratio is calculated by dividing the sum of capital 
interest and principle paid by the total operating expenditure.

Data used from MBRR SA8
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T 5.4.7 

 

 
T 5.4.8 

 

COMMENT ON FINANCIAL RATIOS: 

Employee Costs

Year -3

Year -2

Year -1

Current: Year 0

Employee cost – Measures what portion of the revenue was spent on paying employee 
costs. It is calculated by dividing the total employee cost by the difference between 
total revenue and capital revenue.

Data used from MBRR SA8

Repairs & Maintenance

Year -3

Year -2

Year -1

Current: Year 0

Repairs and Maintenance – This represents the propotion of operating expenditure spent 
and is calculated by dividing the total repairs and maintenace.

Data used from MBRR SA8
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Liquidity Ratio:  The rate of 3.37:1 is regarded as good and indicates the municipality’s ability 

to pay Current Liabilities with available Current Liquid Assets.  The norm is set at 1.1 : 1, so 

the municipality’s Liquidity Ratio is better than the Municipal Industry norm. 

Cost Coverage:  This rate has fluctuated over the past 2 years and currently is at 6.66 months, 

representing how many months expenditure can be covered by cash and other liquid assets 

available to the Municipality. 

Total Outstanding Service Debtors:  The rate of outstanding debt is steadily increasing. It is 

currently XX.X%, which is a marked increase since 2011/2012, when it was XX.X%.  

Outstanding debtors continue to be a focus for the Municipality which is continuously 

implementing methods to decrease this rate to within a manageable range. 

Debt Coverage:  This rate is steadily improving, due primarily to no additional loans having 

been taken on.  Currently the Municipality’s rate is 40% when compared with XX.X in the 

previous financial year. 

Creditors System Efficiency:  The Municipality maintains its policy to pay its top 20 creditors 

within 30 days.  The constant 100% payment levels to creditors highlights this achievement. 

Capital Charges to Operating Expenditure:  This rate is steadily improving and is considered 

to be low at X.X% when compared with X.X% at 2011/12.  Contributing factors include no new 

loans having been taken up combined with an increase in Operating Expenditure year-on-year. 

Employee Costs as a percentage of Operating Revenue:  The rate of 28% is lower than the 

expected norm of 30%. 

Repairs and maintenance as a percentage of Total Revenue (excl. Capital Transfers and 

Contributions):  The rate remains stable at around 5% for the past 2 years. 

T 5.4.9 

 

COMPONENT B: SPENDING AGAINST CAPITAL BUDGET 

 

INTRODUCTION TO SPENDING AGAINST CAPITAL BUDGET 

 

Capital expenditure relates mainly to construction projects that will have value lasting over 

many years.  Capital expenditure is funded from grants, borrowings and operating expenditures 

and surpluses.  Component B deals with capital spending indicating where the funding comes 

from and whether Municipalities are able to spend the available funding as planned. In this 

component it is important to indicate the different sources of funding as well as how these funds 

are spend.   

T 5.5.0 
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5.5 CAPITAL EXPENDITURE 

 

CAPITAL EXPENDITURE vs OPERATING EXPENDITURE BAR GRAPH IN YEAR 0 

T 5.5.1 

 

CAPITAL AND OPERATION BUDGETS 

CAPITAL BUDGET 

2010/ 2011 2011/ 2012 

BUDGET ‘000 
ACTUAL/AUDITED 
‘000 % SPENT 

BUDGET 
‘000 

ACTUAL 
/AUDITED‘000 % SPENT  

26 548 21 973 82.8% 2 544 3 952 155.3%  

OPERATING BUDGET (INCOME AND EXPENDITURE) 

 2010/ 2011 2011/ 2012   

 BUDGET ‘000 

ACTUAL/ 

AUDITED 
‘000 % SPENT BUDGET ‘000 

ACTUAL/AUDITED 
‘000 

% 
SPENT 

Income 110 638 101 382 91.6% 143 180 126 721 88.5% 

Expenditure 98 982 76 681 77.4% 112 566 180 255 160.1% 

Extent of reliance on grants (Capital) 
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2012/ 2013 2013/ 2014 

 ‘000   ‘000   

Own Fund 3 940   13 295   

Grant Fund 23 299   25 917   

%age  of grant 
to total 85.5%  

%age  of 
grant to 

total 66.1%   

 

 

 

 

 

 

 

5.6 SOURCES OF FINANCE 

 

Capital Expenditure - Funding Sources: 2011/2012 to 2012/2013 

R' 000 

Details 

2011/2012 2012/2013 

Actual Original 
Budget 

(OB) 

Adjustment 
Budget 

Actual Adjustment 
to OB 

Variance 
(%) 

Actual 
to OB 

Variance 
(%) 

Source of finance       

  
External loans 0 0 0 0 0.00% 0% 

  

Public contributions 
and donations 

0 0 0 0 0.00% 0% 

  
Grants and subsidies 0 0 0 0 0% 0% 

  
Other 0 0 0 0 0% 0% 

Total 
 0 0 0 0 0% 0% 

Percentage of finance       

  External loans 0.00% 0% 0.00% 0% 0.00% 0% 

  
Public contributions 
and donations 

0.00% 0% 0.00% 0% 0.00% 0% 

  Grants and subsidies 
0% 0% 0% 0% 0% 0% 

  Other 
0% 0% 0% 0% 0% 0% 

Capital expenditure              

  Water and sanitation 
0 0 0 0 0% 0% 

  Electricity 
0 0 0 0 0.00% 0% 

  Housing 
0 0 0 0 0.00% 0% 

  Roads & storm water 
0 0 0 0 0% 0% 



P a g e  | 385 

 

Capital Expenditure - Funding Sources: 2011/2012 to 2012/2013 

R' 000 

Details 

2011/2012 2012/2013 

Actual Original 
Budget 

(OB) 

Adjustment 
Budget 

Actual Adjustment 
to OB 

Variance 
(%) 

Actual 
to OB 

Variance 
(%) 

  Other 
0 0 0 0 0% 0% 

Total   278,888 749,097 978,103 675,941 118.66% -34.94% 

Percentage of expenditure             

  Water and sanitation 0.00% 0% 0.00% 0% 0.00% 0% 

  Electricity 
0.00% 0% 0.00% 0% 0.00% 0% 

  Housing 
0% 0% 0% 0% 0% 0% 

  Roads & storm water 
0% 0% 0% 0% 0% 0% 

  Other 
0% 0% 0% 0% 0% 0% 

T 5.6.1 

 

 

 

 

 

 

 

COMMENT ON SOURCES OF FUNDING: 

Grants and subsidies continue to comprise the most significant portion of the funding utilised 

for capital expenditure. The largest being the ???, which is focused on developing new urban 

areas for habitation. This Grant is utilised to ensure service infrastructure is installed in new 

areas so as to allow for housing developments in these strategic areas. 

T 5.6.1.1 

 

5.7 CAPITAL SPENDING ON 5 LARGEST PROJECTS 

 

Capital Expenditure of 5 largest projects* 
R' 000 

Name of Project 

Current: 2012/2013 Variance: Current 2012/2013 

Original 
Budget 

Adjustment 
Budget 

Actual 
Expenditure  

Original 
Variance (%) 

Adjustment 
variance (%) 

Electrification 0 0 0 0% 0% 

Roads 0 0 0 0% 0% 

Treatment Works 0 0 0 0% 0% 

Solid Waste 
Management 0 0 0 0% 0% 

Main Road 0 0 0 0% 0% 
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* Projects with the highest capital expenditure in 2012/2013   

Name of Project  - A Electrification - Installation of a bulk tertiary Substation 

Objective of Project  

Delays  

Future Challenges  

Anticipated citizen 
benefits 

 

Name of Project  - B Roads 

Objective of Project  

Anticipated citizen 
benefits 

 

Name of Project  - C  

Objective of Project Treatment Works 

Delays  

Future Challenges  

Anticipated citizen 
benefits 

 

Name of Project  - D Solid Waste Management 

Objective of Project  

Anticipated citizen 
benefits 

 

Name of Project  - E Main Road 

Objective of Project  

Delays  

Future Challenges  

Anticipated citizen 
benefits 

 

T 5.7.1 

 

5.8 BASIC SERVICE AND INFRASTRUCTURE BACKLOGS – OVERVIEW 

 

INTRODUCTION TO BASIC SERVICE AND INFRASTRUCTURE BACKLOGS 

The primary role of a municipality is to provide and facilitate the delivery of services to its 
communities. It is therefore imperative for the municipality to understand the extent to which 
households in its areas of jurisdiction have access to the various services that are essential for 
their livelihood. A COMPREHENSIVE INFRASTRUCTURES PLAN (CIP) was developed with 
assistance with the province. However, a review of the existing CIP requires a thorough review 
that will be informed by the current statistical data.  

The CIP is used to influenced for baseline data and informing the projects to be implemented. 
Furthermore ELM has made a decision to develop an inclusive Infrastructure Investment Plan. 
ELM currently utilizes various sector plans to plan for infrastructure planning and investment. 
These plans are; Housing Sector Plan, Water Service Delivery Plan, Infrastructure Asset 
Maintenance Plan, Electricity Master Plan. 

 

T 5.8.1 

Service Backlogs as at 30 June 2012/2013 
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Households (HHs) 

  *Service level above minimum standard **Service level below minimum standard 

  No. HHs % HHs No. HHs % HHs 

Water 0 0% 0 0% 

Sanitation 0 0% 0 0% 
Electricity 0 0% 0 0% 

Waste management 0 0% 0 0% 

Housing 0 0% 0 0% 

% HHs are the service above/below minimum standard as a proportion of total HHs. 'Housing' refers 
to * formal and ** informal settlements. T 5.8.2 

 

 

 

COMMENT ON BACKLOGS: 

 

The current reality analysis has shown that the municipality is faced with a daunting challenge 
marked by huge backlogs in service delivery, socio-economic problems of high unemployment 
and poverty levels. Solutions to these challenges can potentially be in conflict with or 
complement each other. For this reason, it is necessary for the municipality to have a macro 
strategy that will guide decision making when there are conflicting strategic options and also 
provide a basis for the allocation of scarce resources.  

 

                      T 5.8.4 

 

COMPONENT C: CASH FLOW MANAGEMENT AND INVESTMENTS 

 

INTRODUCTION TO CASH FLOW MANAGEMENT AND INVESTMENTS 

 

Managing the cash resources of ELM remains a key requirement to ensure the liquidity of the 

Municipality in order to meet its financial obligations, both currently and into a sustainable 

future. 

Cash flow is actively monitored by ELM, with daily cash flows being prepared and reported on 

in order to provide a clear indication of the current cash position. This enables the Municipality 

to meet its obligations as they become due.  Both major revenue (grants, equitable share and 

high revenue inflow periods, etc.) and expenditure (bulk purchases and loan repayments, etc.) 

categories have been identified and accounted for appropriately to ensure that repayments are 

made on time and that surplus funds are invested in order to earn a favourable return on 

investment. 

ELM’s cash generating ability remains stable.  While own funds invested have increased, there 

is an increase in both current and long-term debtors. The effects of the global economic crisis 

are also a cause of real concern to the Municipality.  Operations have settled and tight cash 
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controls have ensured that cash optimization in spending occurs, rather than a focus on cash 

generation. The area of revenue collection requires close attention so that it can be improved. 

This is critical to the financial sustainability of the Municipality. 

ELM makes payments to creditors within the terms specified by suppliers, ensuring that 

investments remain in place in order to maximize the interest-earning potential of any surplus 

funds.  Investment diversification is in practice at ELM, in an attempt to minimize risk and 

maximize interest earning potential. 

Operating activities have not changed significantly over the past financial year.  

The cash flow summary clearly indicates the increase/decrease in Cash and Cash Equivalent 

at the year-end: from R XXX.XX million in 2011/12 to R XXX.XX million in 2012/13. As 

mentioned above, some of the key factors that have resulted in the increase include new grants 

being allocated to the Municipality and under spending. 

Unspent conditional grants have increased/decreased significantly to R XXX million, from R 

XXX million in 2011/2012, this is largely attributable to ???. 

 

 

T 5.9 
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5.9 CASH FLOW 

Cash Flow Outcomes 
R'000 

Description 

Year -1 Current: Year 0 

Audited 
Outcome 

Original 
Budget 

Adjusted 
Budget 

Actual 

CASH FLOW FROM OPERATING ACTIVITIES         

Receipts         

Ratepayers and other 3 077 23 415 0 0 

Government - operating 72 148 85 415 0 0 

Government - capital 17 084 23 095 0 0 

Interest 7 861 9 333 0 0 

Dividends 0 0 0 0 

Payments     

Suppliers and employees (98 818) (116 588) 0 0 

Finance charges (89) (219) 0 0 

Transfers and Grants  0  0  0  0 

NET CASH FROM/(USED) OPERATING ACTIVITIES        1 262         24 450        0         0 

          

CASH FLOWS FROM INVESTING ACTIVITIES         

Receipts         

          

Proceeds from sale of property, plant and equipment (2 998) (16 737) 0 0 

Purchase of other intangible assets 0 (126) 0 0 

Purchase/Write on/Donated heritage assets 0 0 0 0 

Net movement in financial assets 0 0 0 0 

Movement in non-current investments 0 0 0 0 

          

Payments         

Capital assets 0 0 0 0 

NET CASH FROM/(USED) INVESTING ACTIVITIES        (2 998)         (16 863)        0         0 

          

CASH FLOWS FROM FINANCING ACTIVITIES         

Receipts         

          

Increase in unspent conditional grants 0 0 0 0 

Increase (decrease) in consumer deposits 0 0 0 0 

          

Payments         

Repayment of borrowing 785 (536) 0 0 

NET CASH FROM/(USED) FINANCING ACTIVITIES        951         7 051        0         0 

          

NET INCREASE/ (DECREASE) IN CASH HELD (951) 7 051 0 0 

Cash/cash equivalents at the year begin: 47 015 46 064 0 0 

Cash/cash equivalents at the year -end: 46 064 53 115 0 0 

Source: MBRR A7       T 5.9.1 

 

COMMENT ON CASH FLOW OUTCOMES: 
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Interest earned 

 

Finance Charges  

 

Current and Non-Current Borrowings   

 

Cash and Cash Equivalents  

T 5.9.1.1 

 

5.10 BORROWING AND INVESTMENTS 

 

INTRODUCTION TO BORROWING AND INVESTMENTS 

The Municipality’s current loans balance, including finance lease items, totalled R32.91 million 

as outstanding when compared with R27.32 million for 2011/12.  No additional borrowings were 

taken up during the current year . The Municipality is currently servicing its debt 

monthly/quarterly with 2/3/4 financial institutions, being XXX Bank, XXX Bank and The 

Development Bank of Southern Africa. 

The Municipality’s investments held with financial institutions have increased/decrease to 

RXXX million, from RXXX million in 2011/12. Factors that have resulted in this 

increase/decrease relate to the XXX, thus receiving additional/less. 

    T 5.10.1 

 

Actual Borrowings: 2010 to 2013 

R' 000 

Instrument 2010/2011 2011/2012 2012/2013 

Municipality       
Long-Term Loans (annuity/reducing 
balance) 0 0 0 

Municipality Total 0 0 0 

T 5.10.2 
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T 5.10.3 

Municipal and Entity Investments  

R' 000 

Investment* type 

2010/2011 2011/2012 2012/2013 

Actual Actual Actual 

Deposits - Bank 0  0  0  

Entities - Other 0  0  0  

Consolidated total 0  0  0  

 T 5.10.4 

 

COMPONENT D: OTHER FINANCIAL MATTERS 

 

5.12 SUPPLY CHAIN MANAGEMENT 

 

SUPPLY CHAIN MANAGEMENT 

According to Section 115 of the MFMA the accounting officer of a municipality must implement 
the SCM policy of the municipality and take all reasonable steps to ensure that the proper 
mechanisms and segregation of duties in the SCM system are in place to minimise the 
likelihood of fraud, corruption, favouritism and unfair and irregular practices. 

 

The Act also stipulates that monthly and quarterly reports should be submitted to the authorities 
to show the progress on the implementation of the Supply Chain management regulations. 

 

Section 114 

 

SCM REPORTS 

0

0,2

0,4

0,6

0,8

1

1,2

Year -2 Year -1 Year 0

R
 m

ill
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n
Actual Borrowings

Munici…
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a) Formal quotes above R100 000 (Various Departments) 
b) Deviations  
c) Fruitless and wasteful expenditure 
d) Report on tenders awarded 
e) Contract Management 

 

 

 

REPORT ON TENDERS AWARDED: FORMAL AND INFROMAL 

 

Bid 
Number 

Project Name Bid awarded to Amount Date of 
awarded 

ELM/3/1
/2013 

CONSTRUCTION OF 
NTSHINGA TO 
NJOMBELA ACCESS 
ROAD 

CNN DEVELOPMENT 
ENGINEERS 

R 732 467.83 24/05/2013 

ELM/3/3

/2013 

CONSTRUCTION OF 

R392 TO FANI VILLAGE 

ACCESS ROAD 

CNN DEVELOPMENT 

ENGINEERS 

R 447 276.26 24/05/2013 

ELM/02/

02/2013 

ESTABLISHMENT OF 

TRAFFIC 

DEPARTMENT 

(FENCING) 

MVUBA TRADING R 618 805.00 22/06/2013 

ELM/1/3

/2013 

PROCUREMENT OF 

PRIVATE PROPERTY 

VALUERS 

PENNY LINDSTROM 

PROPERTY VALUATIONS 

CC 

R1 050 000.

00 

22/06/2013 

ELM 

3/5/2013 

FLEET VEHICLES 

 

 

QUEENSTOWN NISSAN R297200.24 22 June 

2013 

 

QUOTATIONS ABOVE R100 000 
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Project Name Amount C/O Name Dept 

Audit R 219 259.35 Auditor General The Municipality 

 R 140 532.44 Ezibeleni Sheriff  

Chemicals R 140 000.00 Hanalulu Water Services 

 R 114 000.00 Ramatini Services Agents  

Server room upgrade 
and fire protection 

R 198 397.62 TKS projects (pty)ltd Finance 

Sewer connections at 
Indwe 

R 189 411.00 African Compass 375 CC Water services 

 

 

 

 

DEVIATIONS 

 

CO NAME DESCRIPTION AMOUNT NORMAL 
PROCESSES 

COMMENTS 

NDCW 
ENGINEERING 

Manufacturing of 
hawker stalls 

R 1 325 
973.90 

3 QUOTES  

NPM 
GEOMATICS 

 

Land audit project R 397 974.00 3 QUOTES  

 

TENDERS NOT YET AWARDED 

 

Tender number Description Closing date 

ELM/3/7/2013 DELIVERY OF PLANT 
EQUIPMENT 

15/05/2013 

 

SECTION 116: CONTRACT MANAGEMENT 
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THE FOLLOWING EXPENDITURE/PAYMENTS AGAINST EXISTING CONTRACTS WERE 
MADE DURING THE MONTH  

 

DEPART
MENT/ 
SECTION 

NAME OF 
SUPPLIER 

ITEM 
DESCRIPTI
ON 

DAT
E 

TEND
ER NO 

ORDER/TEN
DER 
AMOUNT 

PAID 
TO 
DATE 

            

Communit
y Services 

Masabisa 
Management 
Consultant 

Cemetry 
expand 

08/08
/2012 

ELM/2/
1/2012 

           700 
918.40  

R 560 
400.00 

Technical 
Services Malk iAfrica 

Rwantsana 
access road   

ELM/9/
2012 

R 
6 074 233.67 

R 4 280 
014.21 

Technical 
Services 

Amadwala 
Construction 

Constructio
n of water 
reticulation 
and pipeline 
extension 

12/11
/2012 

ELM/6/
3/2012 

 R 6 119.64 
rates  

R 1 417 
054 

Town 
planning/ 

ULUBUTHO 
DEVELOPMENT 

SPATIAL 
DEVELOP
MENT 
FRAMEWO
RK 

22/11
/2012 

ELM/2/
2/2012 

R 293 688.09 
R 44 

053.21 

Town 
planning/ 

NPM PLANNING 
TOWNSHIP 
ESTABLISH
MENT 

22/11
/2012 

ELM/2/
3/2012 

R 68 940.00 R 55 
152 

Technical 
Services 

RJN PROJECTS 
Maintenanc
e,repairs 

22/11
/2012 

ELM/6/
1/2012 

R 434 351.64 
rates 

R 1 086 
138.05 

Technical 
Services Malk iAfrica 

Dlamini 
access road   

variatio
n order 

        1 126 
324.00  

R 1 796 
213.95 

Technical 
Services RPS ILANGABI 

Electrificatio
n   

ORDE
R    

R 5 075 
156.68 
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Recommendations 

 

It is RECOMMENDED THAT 

 
(a) Council notes the report on supply chain management which relates to the awarding 

of tenders for the 2012/2013 financial year. 
  

(b) The Chief Financial Officer provides details on the motivation for deviations that have 
been approved during the period under review.  

 

 

 

T 5.12.1 

 

 

5.13 GRAP COMPLIANCE 

 

GRAP COMPLIANCE 

 

GRAP is the acronym for Generally Recognized Accounting Practice and it provides the rules 

by which municipalities are required to maintain their financial accounts. Successful GRAP 

compliance will ensure that municipal accounts are comparable and more informative for the 

municipality. It will also ensure that the municipality is more accountable to its citizens and 

other stakeholders. Information on GRAP compliance is needed to enable National Treasury 

to assess the pace of progress and consider the implications.  

 

ELM is aware of the new accounting standards that have been published for implementation 

during the 2012/2013 financial year. These standards have been complied with in the 

preparation of the 2012/2013 Annual Financial Statements in all material respects. This 

compliance is required to improve transparency surrounding the financial information which 

has been prepared. The guidance provided in the new accounting statements, namely GRAP 

21, 24, 26 and 103 have been utilised in the preparation of the 2012/13 Annual Financial 

Statements. GRAP 21 and 26 were adopted early in the 2011/12 Annual Financial Statement 

preparation. The budget note disclosure, as required in GRAP 24, has been included and 

heritage assets have been identified and disclosed in these Annual Financial Statements. 

.T 5.13.1
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CHAPTER 6 – AUDITOR GENERAL AUDIT FINDINGS 

 

INTRODUCTION 

 

Note: The Constitution S188 (1) (b) states that the functions of the Auditor-General includes 

the auditing and reporting on the accounts, financial statements and financial management of 

all municipalities. MSA section 45 states that the results of performance measurement… must 

be audited annually by the Auditor-General. 

 

The Auditor General has historically given the municipality a number of disclaimers. This has 

largely been on areas weak internal controls, non-compliance with laws and regulations, 

misstatements in Annual Financial Statements.  

During the 2012/2013 financial year, ELM has made an effort to correct and improve on a 

number of areas where an adverse audit opinion was given. In 2012/2013, ELM prepared and 

implemented an audit improvement plan, in an effort to obtain an improved audit opinion.  

This plan contains all the matters highlighted by the Auditor General and the impact that each 

matter has is clearly defined. Furthermore, the names of those responsible for each of the 

matters are highlighted on the plan together with the due or target date on which each of the 

matters should be resolved.  

Progress is monitored on continuous bases and the progress report is presented regularly to 

management meeting. It is envisaged that this assistance would yield significant benefits in 

relation to the opinion expressed by the Auditor General in the previous year. 

T 6.0.1 

 

COMPONENT A: AUDITOR-GENERAL OPINION OF FINANCIAL STATEMENTS 

2011/2012 

 

6.1 AUDITOR GENERAL REPORTS 2011/2012 (PREVIOUS YEAR) 

 

Auditor-General Report on Financial Performance: 2011/2012 

Audit Report Status*: Qualified  

Non-Compliance Issues Remedial Action Taken 
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Note:*The report status is supplied by the Auditor General and ranges from unqualified (at best); to unqualified 
with other matters specified; qualified; adverse; and disclaimed (at worse)                                                                                                                   

  T 6.1.1 

 

 

 
 

 

COMPONENT B: AUDITOR-GENERAL OPINION 2012/2013 (CURRENT YEAR) 

 

6.2 AUDITOR GENERAL REPORT 2012/2013 

 

 
 

 
 

AUDITOR GENERAL REPORT ON THE FINANCIAL STATEMENTS: 2012/2013 

 

Delete Directive note once comment is completed - Attach report.            

T 6.2.3 

Audit Report Status:

Non-Compliance Issues Remedial Action Taken

T 6.1.2

Auditor-General Report on Service Delivery Performance: Year -1

Status of audit report:

Non-Compliance Issues Remedial Action Taken

T 6.2.1

Auditor-General Report on Financial Performance Year 0*

Note:*  The report's status is supplied by the Auditor General and ranges from unqualified (at best); to unqualified with 

other matters specified; qualified; adverse; and disclaimed (at worse). This table will be completed prior to the publication 

of the Annual report but following the receipt of the Auditor- General Report on Financial Performance Year 0.                                                                                 

Status of audit report**:

Non-Compliance Issues Remedial Action Taken

T 6.2.2

Auditor-General Report on Service Delivery Performance: Year 0*

* This table will be completed prior to the publication of the Annual report but following the receipt of the Auditor- General Report 

on Service Delivery Performance Year 0

** Inclusion of "Status" depends on nature of AG's remarks on Performance Data.                                                                                                                                                 
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COMMENTS ON AUDITOR-GENERAL’S OPINION 2012/2013: 

 

Delete Directive note once comment is completed - Provide comments from the Municipal 

Manager / CFO on the Auditor-General’s opinion. Include comments on 2012/2013 if it provides 

useful context. 

T 6.2.4 

 

COMMENTS ON MFMA SECTION 71 RESPONSIBILITIES: 

 

Section 71 of the MFMA requires municipalities to return a series of financial performance data 

to the National Treasury at specified intervals throughout the year. The Chief Financial Officer 

states that these data sets have been returned according to the reporting requirements. 

 

Signed (Chief Financial Officer)………………………………………………………..... Dated                                                       

T 6.2.5 
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GLOSSARY 

 

Accessibility 

indicators 

Explore whether the intended beneficiaries are able to access 

services or outputs.  

Accountability 

documents 

Documents used by executive authorities to give “full and regular” 

reports on the matters under their control to Parliament and provincial 

legislatures as prescribed by the Constitution. This includes plans, 

budgets, in-year and Annual Reports.  

Activities The processes or actions that use a range of inputs to produce the 

desired outputs and ultimately outcomes. In essence, activities 

describe "what we do". 

Adequacy 

indicators 

The quantity of input or output relative to the need or demand. 

Annual Report A report to be prepared and submitted annually based on the 

regulations set out in Section 121 of the Municipal Finance 

Management Act. Such a report must include annual financial 

statements as submitted to and approved by the Auditor-General. 

Approved Budget The annual financial statements of a municipality as audited by the 

Auditor General and approved by council or a provincial or national 

executive.  

Baseline Current level of performance that a municipality aims to improve when 

setting performance targets. The baseline relates to the level of 

performance recorded in a year prior to the planning period. 

Basic municipal 

service 

A municipal service that is necessary to ensure an acceptable and 

reasonable quality of life to citizens within that particular area. If not 

provided it may endanger the public health and safety or the 

environment.  

Budget year The financial year for which an annual budget is to be approved – 

means a year ending on 30 June.  

Cost indicators The overall cost or expenditure of producing a specified quantity of 

outputs.  

Distribution 

indicators 

The distribution of capacity to deliver services.  

 

Financial 

Statements 

Includes at least a statement of financial position, statement of 

financial performance, cash-flow statement, notes to these 

statements and any other statements that may be prescribed. 

General Key 

performance 

indicators 

After consultation with MECs for local government, the Minister may 

prescribe general key performance indicators that are appropriate 

and applicable to local government generally.  
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Impact The results of achieving specific outcomes, such as reducing poverty 

and creating jobs. 

Inputs All the resources that contribute to the production and delivery of 

outputs. Inputs are "what we use to do the work". They include 

finances, personnel, equipment and buildings. 

Integrated 

Development Plan 

(IDP) 

Set out municipal goals and development plans.  

National Key 

performance areas 

• Service delivery & infrastructure 

• Economic development  

• Municipal transformation and institutional development  

• Financial viability and management 

• Good governance and community participation 

Outcomes The medium-term results for specific beneficiaries that are the 

consequence of achieving specific outputs. Outcomes should relate 

clearly to an institution's strategic goals and objectives set out in its 

plans. Outcomes are "what we wish to achieve". 

 

Outputs The final products, or goods and services produced for delivery. 

Outputs may be defined as "what we produce or deliver". An output is 

a concrete achievement (i.e. a product such as a passport, an action 

such as a presentation or immunization, or a service such as 

processing an application) that contributes to the achievement of a 

Key Result Area. 

Performance 

Indicator 

Indicators should be specified to measure performance in relation to 

input, activities, outputs, outcomes and impacts.  An indicator is a type 

of information used to gauge the extent to 

which an output has been achieved (policy developed, presentation 

delivered, service rendered) 

Performance 

Information 

Generic term for non-financial information about municipal services 

and activities. Can also be used interchangeably with performance 

measure.  

 

Performance 

Standards: 

The minimum acceptable level of performance or the level of 

performance that is generally accepted. Standards are informed by 

legislative requirements and service-level agreements. Performance 

standards are mutually agreed criteria to describe how well work must 

be done in terms of quantity and/or quality and timeliness, to clarify 

the outputs and related activities of a job by describing what the 

required result should be. In this EPMDS performance standards are 

divided into indicators and the time factor. 

 

Performance 

Targets: 

The level of performance that municipalities and its employees strive 

to achieve. Performance Targets relate to current baselines and 


