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BUDGET STATEMENT – S71 REPORT: 30 SEPTEMBER 2023 

PURPOSE 

To submit Section 71 report to mayor  
 
LEGAL / STATUTORY REQUIREMENTS 
 
Municipal Finance Management Act S 71 
Municipal Finance Management Regulations 
National Treasury Circulars 
 
BACKGROUND /PURPOSE 

 
Section 71(1) (a) – (g) of the Municipal Finance Management Act (MFMA) inter alia, states”: 
“The accounting officer of a municipality must by no later than 10 working days after the end of 
each month submit to the mayor of the municipality and the relevant provincial treasury a 
statement in the prescribed format on the state of the municipality’s budget reflecting the following 
particulars for the month and for the financial year up to the end of that month. 

FINANCIAL PERFORMANCE 

The monthly section 71 report is compiled and serves as a tool to monitor financial performance 
within the Municipality. The Summary Statement of Financial Performance shown in Annexure 1, 
Table C4, is prepared on a similar basis as the prescribed budget format, detailing revenue by 
source type and expenditure per vote.   
 

SECTION 1 – EXECUTIVE SUMMARY 

1.1 Introduction 

Municipal budget regulations requires that this report must be in the Section 71 of the MFMA 
format, which requires that this report must be prepared in the following manner: 

 Actual Revenue per revenue source; 

 Actual expenditure per vote; 

 Actual Capital Expenditure per vote; 

 The amount of any allocations received, 

 Actual Expenditure on allocations received, 

 Actual Expenditure on those allocations, 

 Where necessary, explanations on: 

- Any material variances from the municipality’s projected revenue per source, and from 
the municipality’s expenditure projections per vote. 
- Any material variances from the SDBIP, and 
- Remedial or corrective steps taken or to be taken by the municipality 

2. The statement must include: - 

 Projections of municipality’s revenue and expenditure for the rest of the financial 

year, and any revisions from initial projections;  

3.  The amounts reflected in the statement must in each case be compared with   corresponding 
amounts budgeted for in the municipality’s approved budget. 

This report has been prepared using the accrual method of accounting. The general idea is that 
economic events are recognized by matching revenues to expenses (the matching principle) at 
the time in which the transaction occurs rather than when payment is received or made.  



This method allows the current cash inflows/outflows to be combined with future expected cash 
inflows/outflows to give a more accurate picture of the municipality’s current financial position. 

Table C1- Monthly Budget Statement Summary 

The table below reflects on the summary of the total municipality’s budget against year to date 
collections or expenditures.   

 

 

 

 

 

 



Operating Revenue 

Total revenue as at to-date amounts to R41, 8 million compared to the R35 million anticipated 
revenue. This, however, exclude revenue from capital contributions. 
 
Cash receipts on operating revenue excluding grants, totals to R14 million. 
 
Property Rates 
 
Property rates year-to-date billing amounts to R11, 1 million, compared to the YTD budget of R11, 
6 million that was anticipated, this indicates that this revenue source is performing as anticipated. 
 
Cash received as at to date for rates billing is R9, 6 million. 
 
Refuse Services 
 
Year-to-date refuse revenue amounts to R1, 8 million while the YTD budget amounts to R2, 1 
million. This is just an under performance of 14%. An effort is being made to ensure this revenue 
source is performing adequately as the municipality has additional capital resources for this 
function. 
 
Cash received for refuse collection to date is R723 541 
 
 
Electricity Services 
 
Year-to-date revenue from electricity amounts to R2, 7 million. Anticipated budgeted revenue 
amounted to R3 million, this is just an under-performance of 15%. Electricity revenue is influenced 
by fluctuating consumption during peak and off-peak periods and the tampering by consumers 
 
Year-to-date receipts amounts to R2, million (Conventional R793 thousand and Prepaid R1, 9 
million) 
 

 
 
Interest on investments 
 
Interest earned on external investment to date amounts to R939 443.  
 
Interest on outstanding debtors 
 
Interest billed as at to-date amounts to R2, 2 million 
 
Licences and permits 
 



Movement on this line item in the current month is at R182 216 
 
Vat Refunds 
 
Amount received on VAT refunds is R1, 2 million 
 
Operating Expenditure 
 
Total expenditure as at end of September 2023 amounts to R24, 5 million while YTD budget 
amounts to R28, 8 million. 
 
Employee Costs 
 
Year-to-date movement of employee related cost amounts to R11, 1 million, while the YTD budget 
amounts to R11, 7 million. This translates to an under performance by just 5%. The contributing 
factor to this underspending is the vacant positions that have not yet been filled. 
 
Remuneration of councillors 
 
The YTD budget for Councillor’s allowances is R1, 3 million and the actual spending to date is R1, 
3 million.   
 
Bulk Electricity 
 
Expenditure for bulk electricity purchases is budgeted for at R12, 5 million and the spending to 
date is at R4, 1 million.  Outstanding balance is at R4 million. 
 
Contracted Services 
 
 
Expenditure incurred on this line item amounts to R1, 2 million from YTD budget of R2, 7 million. 
 
 
Operational Costs 
 
Operational Cost as at end of September 2023 amounts to R3, 3 million while the YTD budget 
amounts to R4, 8 million. This includes items such as accommodation, external audit fees, 
machine rentals, bank charges, travel and subsistence and telephone costs and software 
licensing. 
   
Capital Expenditure 
 
YTD budget on Capital expenditure is R28, 5 million and the movement to date is at R6, 7 million, 
which translates to under performance of 76%. This is due to a delay in the DOT project and also 
STR, however, it should be noted that various projects are underway and payments to be made 
for work done will reflect in subsequent months. [See table C5 below]. 
 
Cash Flows 
 
The municipality ended the month with cash and cash equivalents balance of R 49, 5 million 
(Operating bank balance and Investments) [See table C7 below] 
 
 
Table C2:  Statement of Financial Performance by vote 
 
This table reflects the operating budget in the standard classification which are the Government 
Finance Statistics Functions and Sub-Functions. These are used by National Treasury to assist 
the compilation of national and international accounts for comparison purposes, regardless of 
organisational structures used by different institutions,  



 

 

 
 

 

 

 

 

 

 

 
 
 
 
 
 
 
 



Table C3: Monthly Financial Performance (Revenue and Expenditure by vote) 
Operating budget of the institution is approved by council on municipal vote level.  

The table below reflects on expenditures per vote. Close monitoring of expenditures is vital.  

 

 



Operating income and expenditure against approved budget (Table C4- Statement of Financial Performance) 
 
Revenue by Source 
 

 
 
 
 



Operating expenditure by type 
 

 

 



Table C5: Capital Expenditure (Municipal Vote, standard classification, and funding) 

 

 

The table above shows budget for capital expenditure which is funded from municipal 
infrastructure grant (MIG), Provincial Government Grants and funded internally. These includes 
infrastructure projects, purchasing of computers, transport assets for the municipality. 

 

 

 

 

 

 

 

 

 

 



Table C6: Statement of Financial Position 

 
 

 

 

 



Table C7: Cash flow 

The table below reflects the cash flow of the institution. 

 

 

 

 

 

 

 



Table SC3:  Aged Debtors 

The municipality is being owed a total amount of R97, 4 million (which is R6, 3 million more when compared to June 2023) of which the biggest portion is on 
households with R81, 2million being owed by this group of debtors. The organs of state owing R10, 1 million. Commercial debtors are sitting at R6 million. 
The municipality has monthly debt collection strategies to help ensure that outstanding revenue is collected which includes blocking prepaid electricity users 
in arrears. Disconnection notices are sent out monthly to all customers with outstanding accounts. 

 

 



ITEM [5.1]  

 
 

Report on Collection 

Current month’s collection rate is 99% which is 3% less when comparing with June 2023 collection. 

 

 

 

 

 

 

 

 

 

 



ITEM [5.1]  

 
 

SC4: Aged Creditors 

 

The Municipality’s top creditors as at September 2023 are as follows:  

Supplier Name   Total  

ADM R4 391 507,36 

Eskom R 4 040 252,60 

SALGA R  434 442,20 

Auditor General R  654 913,39 

SEBATA           R  93 011,99 

TOTAL TOP   CREDITORS                        R9 614 127,54 
  

 
Other trade creditor’s amount to R1, 2 million that the Municipality will strive to pay in the following 
months.  The total creditors’ book as at end Sept 2023 is R 10, 8 million which is R1, 7 million less 
when compared to creditors as at June 2023. 
 

Table SC5:  Investment Portfolio 

All the call deposits are highly liquid short term investments and are held for the purpose of 
meeting short-term commitments rather than the purpose of earning a return (interest).  

The Municipality had a favorable operating bank balance of R2, 8 million and call deposits 
amounting to R46, 6 million as at end of September 2023.  The cash and cash equivalents have 
improved drastically when compared to balance as at June 2023 which was R33, 4 million. 

 



ITEM [5.1]  

 
 

Table SC6: Grants Received 
 
The table below reflects on individual grants received.  

 

Table SC7: Grants expenditure 

The table below reflects on grants’ expenditures as Sept 2023. These amounts are inclusive of 
VAT. 
 
Finance management grant’s year-to-date expenditure amounts to R899 843, 07 which relates to 
interns’ salaries, updating of fixed asset register and MSCOA implementation. 
 
Expanded Public works programme grant which relates to casual work and poverty alleviation 
projects has R112 399, 22 spending to-date 
 

MIG expenditure amounts to R4 675 314, 50 for project implementation and operational costs, 
Amount spent to date on MIG rollover amounts to R515 806 

Provincial Government grant current month spending is at R3, 3 million 



ITEM [5.1]  

 
 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 



ITEM [5.1]  

 
 

Table SC7: Grants Expenditure 

 

 

 
 
 
 
 
 
 
 
 
 
 
 
 



ITEM [5.1]  

 
 

Table SC8: Expenditure on councilors, employees and managers 
Table SC8 shows the performance of staff costs and councilors remuneration as at September 
2023. 

 

 
 
 
 

 

 

 

 



ITEM [5.1]  

 
 

REPORT ON IRREGULAR, FRUITLESS AND WASTEFUL AND UNAUTHORISED 
EXPENDITURE FOR THE FOURTH QUARTER OF 23/24 

- The following fruitless and wasteful expenditure has been incurred during the first quarter 
ended 30 September 2023 and this has to be reported in terms of s32 of the MFMA and 
MFMA circular 68 : 

July August September TOTAL 

R856.28 R1 197.96 R   2 028.13 R4 082,37 

 

- The municipality has no irregular and unauthorized expenditure incurred during the second 
quarter under review. 

 

FINANCIAL IMPLICATIONS  

None  

STAFF IMPLICATIONS 

None 

ANNEXURE 

Annexure A: Schedule C Report – September 2023 
 
 
RECOMMENDATION 
 
RECOMMENDATION 
 
That the report Submitted be noted by council and also to recommend for s32 of the MFMA be 
followed. 
 

SUBMITTED FOR NOTING 

 

 
 


