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Regulations, Government Gazette 32141, 17 April 2009. 
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Adjustments budget – Prescribed in section 28 of the MFMA. The formal means by which 
a municipality may revise its annual budget during the year.  

Allocations – Money received from Provincial or National Government or other 
municipalities.  

Capital expenditure  - Spending on assets such as land, buildings and machinery. Any 
capital expenditure must be reflected as an asset on the Municipality’s balance sheet.  

Cash flow statement – A statement showing when actual cash will be received and spent 
by the Municipality. Cash payments do not always coincide with budgeted expenditure 
timings. For example, when an invoice is received by the Municipality it is shown as 
expenditure in the month it is received, even though it may not be paid in the same period.  

DORA – Division of Revenue Act. Annual legislation that shows the total allocations made 
by national to provincial and local government.  

Equitable share – A general grant paid to municipalities. It is predominantly targeted to 
help with free basic services.  

MBRR – Local Government: Municipal Finance Management Act (56/2003): Municipal 
budget and reporting regulations.  

MFMA – Local Government: Municipal Finance Management Act (56/2003). The principle 
piece of legislation relating to municipal financial management. Sometimes referred to as 
the Act.  

MTREF – Medium Term Revenue and Expenditure Framework. A medium term financial 
plan, usually 3 years, based on a fixed first year and indicative further two years budget 
allocations. Also includes details of the previous and current years’ financial position.  

Operating expenditure – Spending on the day to day expenses of the Municipality such 
as salaries and wages.  

Rates – Local Government tax based on the assessed value of a property. To determine 
the rates payable, the assessed rateable value is multiplied by the rate in the rand.  

SDBIP – Service Delivery and Budget Implementation Plan. A detailed plan comprising 
quarterly performance targets and monthly budget estimates.  

Vote – One of the main segments into which a budget is divided.  In Langeberg 
Municipality this means at directorate level.  

� �
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1.1  Purpose  

To inform Council of progress made in the implementation of the budget and the 
performance outcomes in respect of the first six months of the 2011/12 financial year, and 
to recommend whether an adjustments budget is necessary.  

1.2  Legal requirements  

In terms of Section 72 of the Local Government: Municipal Finance Management Act, 2003 
(Act 56 of 2003):  

 (1)  The accounting officer of a municipality must by 25 January of each year –  
(a)  assess the performance of the municipality during the first half of the 

financial year, taking into account –  
(i)  the monthly statements referred to in section 71 for the first 

half of the financial year;  
(ii)  the municipality’s service delivery performance during the first 

half of the financial year, and the service delivery targets and 
performance indicators set in the service delivery and budget 
implementation plan;  

(iii)  the past year’s  annual report, and progress on resolving 
problems identified in the annual report; and  

(iv)  the performance of every municipal entity under the sole or 
shared control of the municipality, taking into account reports 
in terms of section 88 from any such entities;  and  

(b)  submit a report on such assessment to –  
(i)  the mayor of the municipality  
(ii) the National Treasury;  and  
(iii)  the relevant Provincial Treasury.  

(2)  The statement referred to in section 71(1) for the sixth month of a financial 
year may be incorporated into the report referred to in subsection (1)(b) of 
this section.  

(3)  The accounting officer must, as part of the review -  
(a)  make recommendations as to whether an adjustments budget is 

necessary; and  
(b)  recommend revised projections for revenue and expenditure to the 

extent that this may be necessary.  
 
Thereafter, the mayor must, in terms of Section 54(1):  

(a)  Consider the report; 
(b)  Check whether the municipality's approved budget is implemented in  

accordance with the service delivery and budget implementation plan;  
(c)  Consider and, if necessary, make any revisions to the service delivery 

and budget implementation plan, provided that revisions to the service 
delivery targets and performance indicators in the plan may only be 
made with the approval of the council following approval of an 
adjustments budget;  

(d)  Issue any appropriate instructions to the accounting officer to ensure-  
(i)  That the budget is implemented in accordance with the service 

delivery and budget implementation plan; and   
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(ii)  That spending of funds and revenue collection proceed in 
accordance with the budget;  

(e)  Identify any financial problems facing the municipality, including any 
emerging or impending financial problems; and  

(f)  Submit the report to the council by 31 January of each year.  
 
1.3 Contents of this report  

With the concurrence of the Chief Financial Officer, it was agreed that:  

(a) The Performance Management Section in the Office of the Municipal 
Manager would compile a report on the performance assessment of 
service delivery against the SDBIP and the Capital Program following 
the performance reviews. 

(b) The outcomes from these reports form the basis of this mid-year 
budget and performance assessment.  
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2.1  High level assessment of MFMA s71 financial re ports for the past 6 
months  

2.1.1 Against annual budget (original approved and latest adjustments)  

Revenue by Source  

100% of the year-to-date revenue budget for property rates has been raised from the 
annual billing in July.  The current annual short fall in rates is due to the higher than 
budgeted rebates which have realised.  This may point to an increased need by consumers 
to make use of the rebate system as a result of economic factors as well as a requirement 
to review the current structure of the rebate system.  The impact of increases in revenue 
foregone on the total revenue budget will have to be reviewed during the preparation of the 
2012/2013 annual budget.  

The income for water are the lower than expected revenues for water.  The year to date 
short fall is R 5.7 million for this service and is mainly attributable to the main factories in 
the municipal area that only started with production in November 2011. The December 
2011 readings will only levied in January 2012 with the settlement date of 07 February 
2012. When comparing the year to date revenue collected to the year to date budget there 
is a material under collection in various services, therefore an adjustments budget must be 
prepared that adjusts the revenue and expenditure estimates downwards due to the 
material under-collection of revenue projected for the current year, in terms of section 28 
(2)(a)of  the MFMA.  

Operating expenditure by type  

The major categories of expenditure are all within acceptable norms.   

Cash flows  

The cash flow is currently positive, however it is likely to be placed under stress towards 
the financial year end, especially since projected revenues for water and electricity 
consumptions are below target. Cut backs in expenditure will have to be put in place to 
prevent the cash flow position from deteriorating.  

2.2  Potential impact of the national and provincia l adjustments budget  

Both national and provincial adjustment budgets will impact on the municipality’s 
adjustment budget.  

The major change is that the provincial budget allocated an additional 3 999 000 for library 
services. 

2.3  Conclusion  

The mid-year budget and performance assessment indicates that:  

(a) an adjustments budget for 2011/12 will be required;  
(b)  the revised SDBIP, which formed the basis of the mid-year assessment and 
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must include any adjustments as a result of the adjustments budget, must to 
be approved; and that  

(c)  the performance Agreements of section 57 employees may have to be 
amended accordingly.  
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3.1 Monthly budget statements  
The tables included in section 3 are from the section 71 December in-year monthly 
budget statements. Subsequent to the December statement, they have been updated 
to include revised Full Year Forecasts for the 2011/12 financial year.  

3.1.1 Table C1: s71 Monthly Budget Statement Summar y  
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3.1.2 Table C2: Monthly Budget Statement - Financia l 
Performance (standard classification)  

This table reflects the operating budget in the standard classifications 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 the unique organisational structures used by the different 
institutions.  

The main functions are Governance and administration; Community and public safety; 
Economic and environmental services; and Trading services.  

It is for this reason that Financial Performance is reported in standard classification, Table 
C2, and by municipal vote, Table C3.  
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3.1.3 Table C3: Monthly Budget Statement - Financia l Performance 
(revenue and expenditure by municipal vote)  

The operating expenditure budget is approved by Council at the municipal vote level.  

The municipal votes reflect the organisational structure of the municipality which is made 
up of the following directorates: Community Services, Corporate Services, Executive and 
Council, Finance, Housing and Infrastructure Development. 
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3.1.4 Table C4: Monthly Budget Statement - Financia l Performance 
(revenue and expenditure)  

 
Property rates  

Annual property rates and fixed service charges are billed to consumers in July and reflect 
as accrued income in the Statement of Financial Performance.    

Service charges  

Annual service charges are on par against the YTD budget. Monthly water revenue 
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consumption however is 38% (R 5 million) behind targeted YTD budget projections.  
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LEVIED              

   JUL   AUG   SEPT   OCT    NOV    DEC  

Rates          29 531 262                -77 211              -758 997              -375 277              -179 526                 11 329  

Electricty          14 858 362           14 774 155           14 935 435           14 356 423           14 856 997           17 445 076  

Water            2 939 210             1 455 665               784 112             1 715 874               946 607             1 655 560  

Refuse             1 166 706             1 167 091              -292 361             1 167 964               172 866               660 821  

Sewerage            1 492 040             1 492 123              -430 766             1 494 714               183 562               826 343  

           49 987 581           18 811 823           14 237 423           18 359 699           15 980 507           20 599 129  

              

RECEIPT             

   JUL   AUG   SEPT   OCT    NOV    DEC  

Rates            1 918 085             3 737 746             2 661 617             2 752 666             1 919 397             2 565 661  

Electricity          14 438 494           14 999 818           15 965 663           16 752 510           15 975 874           15 954 593  

Water            2 067 240             1 690 885             1 445 904             1 446 724             1 642 695             1 465 619  

Refuse              655 574               715 190               706 784               678 811               680 660               623 288  

Sewerage              777 563               841 564               824 637               790 851               797 781               751 025  

           19 856 956           21 985 203           21 604 605           22 421 562           21 016 407           21 360 186  

�
This will require an adjustments budget to adjust both revenue and expenditure estimates 
downwards.  
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3.1.5 Table C5: Monthly Budget Statement - Capital Expenditure (municipal 
vote, standard classification and funding)  

�
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3.1.6 Table C6: Monthly Budget Statement - Financia l Position  

It should be noted that not all ‘cash and investments’ reflected in the statement of 
financial position are available for use.  

 Statement of Financial Position    R thousands   

Cash (includes current bank balance)    2 990 022 
Investments  Call investment deposits   Investments   

55 000 000 
TOTAL   57 990 021  
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3.1.7 Table C7: Monthly Budget Statement - Cash Flo w  

 

� �
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3.1.8 Debtors Information  

3.1.8.1 Debtors Age Analysis as at 31 December 2011   

 

Payment Ratio’s  
�
Payment Ratio        
  LEVIED PAYMENT RECEIVED % PAYMENT 
        
December 2010                   19 597 732                    18 996 977  96.93% 
July 2011                   50 152 660                    20 939 871  41.75% 
August 2011                   21 089 872                    26 100 117  123.76% 
September 2011                   21 840 687                    23 310 875  106.73% 
October 2011                   20 538 785                    25 186 500  122.63% 
November 2011                   21 693 469                    21 663 354  99.86% 
December 2011                   32 145 332                    32 834 034  102.14% 
 

The graph below illustrates the amount levied against consumer accounts and 
payments received in respect of accounts levied. 
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3.1.9 Monthly budget statement performance indicato rs  
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4.1.1 Progres s on implementatio n of the operatin g expenditur e and 
revenu e budget s 2011/12  
Financial performance as indicated in the section 71 high level monthly budget statement 
of 31 December 2011 indicates that actual operating expenditure against budgeted 
expenditure is very much in line. In terms therefore, any performance indicators using 
operating expenditure measurement will also be on target. The issue is revenue and the 
resultant changes that will have to be made as expenditures are cut to align them with the 
projected revenue shortfall  

Projected revenue and operating expenditure  
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4.1.2 Progres s on the implementatio n of the capita l progra m 2011/12  
The tables below reflect performance on the implementation of the Capital Program 
and projected expenditure by year end.  

It is noted with concern the slow progress with the capital program. The cash flow 
approved with SDBIP for the 2011/12 year indicated a projection of 54, 5% by Mid-year 
of the total budget. On assessment, the program has only achieved 35, 1%, effectively 
meaning it is behind by approximately 64. 9% in relation to the approved cash flows at 
the beginning of the financial year.  

 

Some of the reasons identified for delays in capital program are amongst others:- 

(a)  Slow progress by contractors  

(b)  Poor project management  

(c)  The impact that supply chain management processes have on  

departments if their planning has not been sufficiently carried out  

 

RECOMMENDATION: :  

(a)  That options for the implementation of the capital program be reviewed to 
ensure the effective and timeous implementation of the projects;  

(b) That internal project management processes be improved to ensure effective 
implementation of the capital program;  
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5.1  Introduction  

In view of the fact that the 2010/11 Annual Report has not yet been dealt with by 
Council, and consequently is still to be published, it would be premature to consider it 
for purposes of the assessment (Section 72(1)(a)(iii) of the MFMA refers).  

5.2 Shortcomings and recommendations to address sho rtcomings  

In lieu of the fact that the Annual Report has not yet been dealt with by Council, the 
Auditor-General’s report on the consolidated financial statements for 2010/11 is 
attached as Appendix 1.  

5.3  Conclusion  

Some measures and controls to be investigated for immediate implementation are 
those that are risk related.  

 

 

 

 

 

 

 

 

 

 

 

 



����������	
����
������

�

���������	
������
����������
�����������
����������

���

	
��
���*����
��  
����
�����
6.1 Motivations  

6.1.1 Adjustment Budget  
As required by section 72(3) of the MFMA, an adjustments budget is needed to deal 
with items listed in section 28(2) of the MFMA. The adjustments budget will have to 
take into account changes in the national and provincial adjustments budgets; adjust 
the revenue and expenditure estimates downwards due to the material shortfall in 
projected revenue, adjust the capital budget due to material under spending on the 
various capital projects.  

6.1.2 SDBIP Top Layer  
Revisions to the SDBIP will have to be made taking into consideration the effects of the 
adjustments budget and approved following the approval of the adjustments budget as 
required by section 54(1) of the MFMA.  

RECOMMENDATION:  

That:  

(1)  An adjustments budget for 2011/12 be prepared and approved by no later 
than 28 February 2012  

(2) Projections for revenue and expenditure be revised downwards as a result of 
the projected revenue shortfall;  

(3)  The revised SDBIP which formed the basis of the mid-year assessment be 
approved following approval of the adjustments budget;   

(4)  Performance Agreements of section 57 employees be amended as required. 
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QUALITY CERTIFICATE 
 

I, Soyisile A Mokweni, the municipal manager of Langeberg Municipality, hereby certify 
that - 

 (mark as appropriate) 

    the monthly budget statement 

              quarterly report on the implementation of the budget and financial state of 
affairs of the municipality 

 mid-year budget and performance assessment 

 

for the month of December 2011 of 2011/2012 has been prepared in accordance with the 
Municipal Finance Management Act and regulations made under that Act. 

 

Print Name  ___________________________________________ 

 

 

Municipal Manager of Langeberg Municipality (WC026) 

 

 

Signature ___________________________________________ 

 

 

Date  _________________ 

 �

� �
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