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NELSON MANDELA BAY MUNICIPALITY
CYCLE NO. 3/2022
REPORT OF THE CHIEF FINANCIAL OFFICER
TO THE
BUDGET AND TREASURY STANDING COMMITTEE

MEETING DATE: 26 APRIL 2022

1. FINANCIAL REPORT FOR THE PERIOD 01 JULY 2021 TO 31 MARCH 2022 AND
THE ASSESSMENT OF THE MUNICIPALITY'S FINANCIAL POSITION AS AT
31 MARCH 2022 (2021/22 FINANCIAL YEAR)

1.1 PURPOSE

The purpose of this report is to assess the financial performance and financial position of the
Municipality and its consequential impact on the implementation of the approved 2021/22
Operating and Capital Budgets, as approved by Council on the 14" June 2021. This report
presents an assessment of the municipality’s financial performance and financial position as
at 31 March 2022 as in terms of Section 71 of the Local Government: Municipal Finance
Management Act (MFMA), (Act No. 56 of 2003). This report also highlights financial risks to
the municipality that were identified whilst implementing the Council approved budget, with
some of these risks being mentioned in previous reports to the Budget and Treasury Standing
Committee for awareness.

1.2 LEGISLATIVE REQUIREMENTS

The Municipality is required to assess on an ongoing basis whether it collects sufficient
revenue to meet its commitments, such as paying Employees, Councillors, Eskom,
Department of Water Affairs, service providers, etc. In accordance with Section 71 of the
MFMA, the Accounting Officer is required to submit to the National and Provincial Treasuries
a monthly statement on the state of the municipality’s budget. It must be noted that in terms of
this monthly report Budget and Treasury Directorate was unable to reflect the 2021/22
Adjustments Budget information as the budget has not yet been approved by Council at the
date this report was finalised.

1.3 EXECUTIVE SUMMARY

This report provides a balanced and consolidated financial performance overview to assist
Council and Budget and Treasury Standing Committee in conducting the oversight role over
the financial affairs of the municipality. An analysis of the financial position and performance
was undertaken to determine the relative financial strength and liquidity of the Municipality as
of 31 March 2022.

In order to provide a comprehensive analysis, it was necessary to compare the 2021/22
Operating / Capital Adjustments Budgets, the General Ledger and the actual cash inflows and
outflows of the Municipality, thereby determining relationships and the associated spending
and income trends experienced for the first 9 months of the 2021/22 financial year. The
aforementioned was complemented by analysing the cash flow position, the investment
portfolio, ratios, the operating and capital budget performance for the 2021/22 financial year,
in order to facilitate an informed assessment of the relative liquidity and financial position of
the Municipality during the first 9 months period (2021/22).
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Itis important to note that the 2020/21 Consolidated NMBM Annual Financial Statements were
submitted to the Auditor General South Africa {AGSA) on 30 September 2021. However, the
Auditing process was only concluded on 2 March 2022 when the final Audit report was signed.

[NB: It is important to Note that the 2021/22 Adjustments Budget is still awaiting
approval from Council, as by the time of concluding this report Council has not yet
finalised this process. The delay in the approval of the 2021/22 Adjustments Budget is
a cause for concern as included in the Adjustments Budget are the additional grants
such as the (i} Presidential Empowerment Program Grant (R16my), {ii) Municipal Disaster
Grant (R57m), etc. placing their spending in jeopardy and thereby with a threat of
potential Rollovers come financial year-end (2021/22}].

14  FINANCIAL PERFORMANCE HIGHLIGHTS AS AT 31 MARCH 2022 OF THE
2021/22 FINANCIAL YEAR

The financial performance highlights are as follows:

1.4.1. Operating revenue amounted to R11.168 billion, whilst operating expenditure
amounted to R8,395 billion, resulting in an operating surplus of R2.773 billion. 1t is
important to bear in mind when looking at these figures that Property Rates are raised
annually in advance. This causes the abnormally high surplus position as at 31 March
2022. it must be noted that R8.979 billion of the operating revenue is represented by
Property Rates and Service Chargas (i.e. Electricity, Water, Sanitation and Refuse)
and is important to note that this revenue represents billed revenue. The total operating
revenue excludes Fuel Levy revenue that funds capital projects to present a true
operating surplus. As alluded to above, it must be noted that the Property Rates are
raised on 1 July of each year for the whole financial year, therefore, the full Property
Rates for the 2021/22 financial year has been included in the revenue to date, as
reflected in the relevant financial Tables accompanying this report. Other service
charges (i.e. Electricity, Water, Sanitation and Refuse) will be raised over the
remainder of the financial year as they are consumed.

1.4.2. Capital spending for 2021/22 as at 31 March 2022 amounts to only R588.28 million or
37.92% of the approved capital budget of R1.551 billion. All efforts or strategies to
continue improving the spending of capital budget must be enforced, in order to avoid
the experience of non-approval of Rollovers (i.e. Unspent portions of Capital Grants
availed by National Treasury through the Division of Revenue Act) by Naticnal
Treasury at financial year-end. The capital expenditure is lower than anticipated. This
state of affairs can also be observed by the high level of unspent conditional DoRA
grants as at 31 March 2022,

1.4.3. ltis important to Note the following:
+ It can now be confirmed that National Treasury has transferred the following

Grants relating to previous financial years {i.e. 2019/20 & 2020/21) to NMBM on
31 March 2022: -

2019/20:

Equitable Share: R 255,415,000
2020/21

Equitable Share R10,000,000



32

Budget & Treasury Committee Agenda
26 April 2022

1.4.4 The conditional grants as indicated in the table below have been received up to

31 March 2022. The table below also reflects the spending on conditional grants

and Equitable Share:

Description Budget Year 2021122
Original Buc_lnel] ¥earTD actual | YearTD budget |
Ao 3
IPAYMENTS
Opgrating Transfers and Granty
National Govemnment: 1,519,208/ 1,470,458 1,045,663
Local Gavernment Equitsble Share 1,143,607 1,143.807] 974,301
EPWP Incentive 7,118 7.116] 3,696}
Finance M t 1.@' 1.tm| 728
Infrastruciure Skilks ant 10,5001 19,500 8,178
LGSETA 25000 4,210 2813
Urban Setilements Development 23,544 23,544 11,608
Public Transporl Networks Opergiions 165,110 113,235 33.797]
Neighbourhood Develop Parinership Granl 15,581 —
Programme and Project Support Grant 11,267 11.ﬁi
Infosmal Setilzments Partnership Grant 154,454] 140,208 12,8451
Provincial Govemment: 30,766 2 28,780
Sport and Receealion 15870 15870 15,870
DREW {Mai of Roads 14,000 i2.410] 12410
Marine and Coastal Development 896 163 510
|Total Operating Transfers and Grants 1,560,084 1,488,911 1,014,453
Capitsl Transfers snd Grants
National G [} 908,360 899,219 345,638
Public Transport Infrastruciure 153,468 105,252 28,949
Urban Setiemants Development 569,601 569,601| 274,395
Neighbourhood Development Partnarship 23,700 23,700} 13,044/
Informal Settlements partnership Granl 161,591 142,637 29.251
Drouaht Relief Grant 57.829 N
Other grant providera: 40,000 | 19,202
Privale Conliributions 40,000 - 19:20‘2|
otal Gapital Transiers and Grants m.ugl 99,219 m.uo}
[TGTAL RECEIPTS OF TRANSFERS & GRANTS 2498,425] 2,398,129 1,439,293

1.4.5

1.4.6

As previously reported, during the 2020/21 financial year the NMBM finalised the
raising of an external loan, to finance the service delivery projects linked to Water,
Sanitation and Electricity services, to the value of R750.6 million. The first tranche of
external borrowing in the amount of R 85,765,880 was taken up on 1 August 2020. The
second tranche of six tranches in the amount of R 128,648,820 was taken up as at 1
February 2021. The third tranche to the value of R101,697,880 was taken up on 19
August 2021. The fourth franche to the value of R 152,547,120 was taken up on
February / March 2022. As at 31 March 2022 R301.012 million of the external
borrowing taken up to date was spent, therefore, an amount of R167.64 million
remained unspent as at 31 March 2022,

Overdue consumer debts increased by R2.658 billion (42.53%) since June 2021. The
average collection rate for the 2021/22 financial year to date amounted to 72.33%.
Therefore, the NMBM had collected approximately R1.162 billion less than anticipated
in the 2021/22 operating budget where a collection rate of 85% was provided for. Long
outstanding consumer debtors are escalating at an alarming rate and non-cash backed
interest charged on such old debt contributes further to the escalation of debt. The
consumer debtors that were considered for impairment as at 30 June 2021 should be
interrogated and debtors that are not able to be recovered should be considered for
write-off purposes once it is determined to be a true unrecoverable debt. As previously
reported the lack of Council and Standing Committee meetings also contributed to the
slow write-off of irrecoverable debtors, as Budget and Treasury Directorate base the
implementation of write-offs on a Council resolution. Proper procedures and processes
should be in place prior to any debt being considered for write-off, which should be
supported by proper conditions to ensure that proper debt management and credit

3
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control will be enforced moving forward per consumer debtor. The collection rate for
March 2022 based on what was billed for February 2022 was 78.41%. The Committee
should also note that the introduction of the “punitive tariff’ for water service,
necessitated by the drought situation is resulting to an escalating water debt. It is our
view that this situation requires to be re-considered as it does not appear to be a
solution to the problem faced by the municipality relating to drought.

An amount of R1.929 biflion is owing to Creditors (Trade and Other Payables) of which
R502.854 million is current creditors {or within the 30-Day pericd and not yet payable).
Creditors consist of (i) Payments and Accruals, (i) Payments Received in Advance, (iii)
Staff leave and (iv) Retentions. Below is a table detailing some of the amounts included
in this figure: -

1.4.8

Total
Detail

R '000
Bulk Electricity 373,230,321.48
Bulk Water 13.349,019.10
PAYE deductions 43.160,396.30
VAT (output less input} 23,438 821.84
Penslons / Retirement deductions 43,104 ,100.42
Loan Repayments -
Trade Creditors 1,426,996,822.36
Auditor-General 4,909,323.17
Other -
Total 1,929,188,804.67

It is important to Note that the Non-Current Trade Creditors in the amount of R1.427
billion contains the Developers Contributions and Other deposits (R102.468 million),
Staff Leave Pay (R335.627 million), Creditors Retention (R116.997 million), Payments
Received in Advance (R110.080 million), Upgrading of New Brighton Library (R1.916
million) and Port Elizabeth Land Restitution Project {(R2.129 million) that are not due
within 30 days or to be paid back within the 2021/22 financial year. It can be concluded
that an amount of approximately R757.780 million is due for payment but were
outstanding for a period longer than 30 Days from date of invoice, due to various
reasons. The remaining R669.217 million outstanding for the period longer than 30
days is not yet due for payment. It must be noted that resuliing from the delayed
payment of invoices for a period greater than 30 days, as prescribed in terms of Section
65(2)(e) of the Municipal Finance Management Act (56 of 2003), the issue of arrear
invoices became a standing item in the weekly War Room Sessions, whereupon each
Directorate is responsible to account on any invoices that are recorded to be
outstanding for a long-period greater than 30 Days. It is hoped that these sessions
continue being held for affected Directorates to account for their contributions to non-
payment of Creditors, on a case-by-case basis.

The municipality's investment portfolio has increased by R846.44 million (19.81%)
since June 2021 from R4,273 billion to R5.120 billion. The poor outstanding debtors’
collection rate of only 72.33% have impacted materially on the Investment Portfolio.
The transfer of the R265.41 million outstanding Equitable Share contributed towards
the improved Investment portfalio. It is anticipated that the investment portfolio will
decrease over the remainder of the financial year.
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1.4.9 PBridge-funding of housing top structures stands at R195.28 million as at 31 March
2022.

1.4.10 The Non-revenue Water Losses for March 2022 amount to 3.973 million ki or 46.5%.
The cumulative Water losses for the period 01 July 2021 to 31 March 2022 amounts to
34.653 million kl or 44.8%. Strategies to address this trend are currently being
implemented. In comparison, the Water losses for the period 01 July 2020 to 31 March
2021 were 35.993 million kl or 44.5%.

1.4,11 Total non-revenue electricity losses (excluding unbilled street lighting and traffic lights)
for the year to date as at 31 March 2022 amounts to R508.613 million (453,285,011
kwh) or 23.30%. The average total non-revenue electricity loss would be 25.06%
should the Street lighting and Traffic lights estimated costs not be eliminated from the
loss calculation. Estimated Non-revenue Electricity Losses for the month of March
2022 amounts to R60.272 million (23.32% or 67,970,931 kWh). This situation requires
rigorous assessment and or monitoring including the strict implementation of other
strategies to quell the situation. The electricity revenue is the reliable funding source
for many other operations within the municipality and if the situation is allowed to
continue in this manner this reliable funding source will dwindle, placing the financial
position of the institution under tremendous risk.

The highest percentage non-revenue slectricity losses per month are always incurred
during the high season tariff months namely July 2021 (25.71% - R122,182 million},
August 2021 (27.99% - R129.564 million) and January 2022 (26.62% - R64,534
million), which materially affects the value of electricity losses. It is evident that the
current strategies implemented to address electricity losses are not yielding positive
results. Electricity losses have increased materially over the last 5 financial years,
including the 2021/22 financial year.

Kindly note that electricity losses for February 2022 and March 2022 is an estimation
as all electricity meters have not been read as at the date this report was compiled.

1.4.12 Electricity Bulk purchases are overstated by R298.86 million due to the non-reversal of
the February 2022 monthly accrual.

1.4.13 Both Water Inventory consumed under the Other Materials Category and the Water
losses under the Losses category have not yet been transacted and therefore, the
categories are understated.

1.4.14 The cost of depreciation remains a manua! estimation in the monthiy budget and
reporting tables as regulated to ensure that the Total Expenditure are more reflective
of the true state of financial performance. This is required as depreciation are reflected
as R'nil in the financial system due to depreciation not being processed on a monthly
or confinuous basis according to the accounting system that is currently in use.

1.5 THE FINANCIAL IMPACT OF OVERTIME

The overtime worked for period July 2021 to February 2022 amounted to R211,225,576. If
this trend is maintained for the financial year (2021/22), the projected spending on Overtime
will amount to R325,035,605. It is therefore anticipated that the Budget in the amount of
R230,564,240 could be overspent by at least R34.47 million once all year-end accruals for
overtime have been processed at the end of the 2021/22 financial year. The main Directorates
responsible for the overspending are the Safety and Security, Electricity and Energy, Water
Service, Public Health and Sanitation Directorates.
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Directorate Actuals Budget Projection

I&E Rate & General 5,719,539 5,783,090 8,649,309
Human Settlements 407,794 770,500 807,192
Public Health 24,208,853 | 28,183,260 | 36,889,440
Sport, Recreation, Arts & Culture 4,803,305 5,365,900 8,387,568
Safety & Security 81,763,950 | 83,241,990 | 123,605,515
Economic Development, Tourism & Agriculture 323,918 385,000 485,876
Corporate Services 4,013,763 5,253,620 6,323,865
Budget & Treasury 4,441,670 | 10,245,370 7,045,995
Executive Mayor 354,009 600,000 651,014
Sanitation Service 20,368,324 | 24,355,720 | 32,945,455
Water Service 27,189,312 23,946,560 41,445,517
Municipal Manager 145,131 250,000 217,696
Electricity & Energy 36,866,059 | 41,226,440 | 56,499,089
Chief Operating Officer 546,640 867,790 946,711
Special Projects & Programmes 33,309 85,000 134,963
NMBM Total 211,225,576 | 230,564,240 | 325,035,605

These Directorates will have to make a concerted effort to monitor the work programmes of
employees in their respective areas.

The table below reflects Actual Overtime Payments for the past 6 years. Overtime payments
over this period from 2015/16 to 2020/21 have increased by 124.3% or R170.36 million. The
standout Directorate is Safety & Security whose actual Overtime payment increased from
R30,534,663 to R128,459,967 or by 320.7%. This situation was exacerbated by the insourcing
of security guards w.e.f. 2018/19 and 2019/20 financial years and this is now the permanent
cost that will have to be the burden against the Property Rates of the NMBM as we go forward.

2016 2017 2018 2019 2020 2021

Directorate Actuals Actuals Actuals Actuals Actuals Actuals
Infrastructure & Engineering

R&G 3,589,244 5,379,712 4,317,024 6,247 465 5,349,645 7,781,651
Human Setilements 458,262 1,135,380 430,116 942,996 734,493 522,384
Pubiic Health 21,158,581 26,993,154 20,781,046 27 247 273 24,848,033 30,955,479
Sport, Rec, Arts & Culture 5,433,093 5,914,578 6,207 957 9,206,181 7,858,502 4,700,056
Safety & Security 30,534,663 40,753,649 45,617,881 76,720,540 | 112,333,008 | 128,459,967
Economic Dev, Tourism & Agri 463,939 599 524 568,589 640,741 802,378 668,259
Corporate Services 2,971,199 4,446,327 5,113,737 6,815,851 5112714 3,857,871
Budget & Treasury 5,532,138 10,396,113 7,913,218 9,404 412 7,576,136 4,514,354
Executive Mayor 502,168 683,740 435 847 307,970 420,580 358,220
Sanitation 15,641,644 17,858,306 16,154,418 19,673,089 26,243,607 29,634,633
Water 21,362,369 28,423,438 21,441,984 28,962,215 35,229,430 40,874,270
Municipal Manager 114,663 185,080 183,014 237,847 279,305 173,723
Electricity & Energy 25,981,611 30,975,974 25,209,115 35,465,323 41,720,359 50,380,363
Chief Operating Officer 310,350 373,082 252,894 677,398 386,227 1,515,504
Spec Proj and Programmes 4] 38,164 97,673 230,027 119,170 14,705
Grand Total 134,053,923 | 174,156,220 | 154,724,523 | 222,779,330 | 269,013,587 | 304,411,438
Percentage Increase 29.92% -11.16% 43.98% 20.75% 13.16%

The drop in overtime actual payments from 2017 to 2018 is directly as a result of the then new
overtime policy that was implemented for a period of 2 months only and subsequenity
withdrawn as a result of a moratorium placed by Council on the implementation of that pelicy.
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As reported in the previous financial year/s, considering the extent of possible overspending,
the conclusion of the outstanding Overtime Policy to be in line with the relevant legislation/s,
by the Corporate Services and Human Resources Standing Commitiee is long overdue as,
amongst others, the fact that there is no guiding policy dealing with this matter is ihe huge risk
to the institution.

Lastly, as emphasised in the past reporting periods, it is important that the Overtime Policy be
in line with the requirements of the Basic Conditions of Employment Act for compliance and to
make the difference in spending against this component of expenditure and also to enable the
institution to create space within its limited financial resources in order to create employment
in the most critical areas in the municipality’s operations.

1.6 VARIOUS FINANCIAL RATIOS

In line with the Financial Recovery Plan, the following financial ratios are monitored on an
ongoing basis:

Ratio Actual as [ Actual as | Actual as | Actual as | Audited |30 June 30 June| 28 Feb | 31 Mar [Targets
atJune | atJune | atJune | atJuns |Actualas| 2020 2021 2022 2022
2015 2016 2017 2018 at June
2019

Current Ratio 1.49:1 1.54:1 1.63:1 1.73:1 1.85:1 2.12:1 | 2081 2.22:1 2.3511 | 1.90:1
Liquidity Ratio 0.67:1 0.71:1 0.70:1 0.92:1 1.05:1 1.01:1 | 1.19:1 1.17:1 1.43:1 | 0.9311
A 943% | 91.4% | 943% | 93.1% 84.7%| 83.4% | 85.5% | 71.53% |72.33% | 85%
Creditors’ payment T
Rate (i.e. 30 Dayson | 29days | 36days | 33days | 43days | 44days |50 days | 59days | 99days |65 days | 30 days
Receipt of Inveice)
gﬁﬁ&?:;’:ﬁ:pem 2.09 211 2.20 318 384 | 400 | 373 | 296 | 451 | 336
conditional grants) months | months | months | months months | months | months | months | months | months
Debt servicing costs to
Operaling Revenue 3.52% 3.08% 2.78% 2.40% 2.17% 1.96% | 1.97% 0.92% 1.09% | 2.46%
Ratio _

1.6.1. Collection Rate as recorded above:

It must be noted that the budgeted Collection Rate for the 2021/22 financial year is set at 85%.
The collection rate as recorded in the above table technically represents the full Collection
Rate for February 2022 as it was alluded to previously that the actual results for a meonth are
delayed by one month, as what is billed in one month will be collected in the following month.
Simply meaning that what was billed in February 2022 was collected in March 2022, and as
such, the full collection rate for March 2022 will be known in essence after the end of April
2022. The average collection rate for revenue billed during the period July 2021 to February
2022 is 72.33%. The monthly collection rate for revenue billed in February 2022 that was
collected in March 2022 is 78.41%.

1.6.2. Creditor's Payment Rate

Firstly, it must be noted that the main contributors to the March 2022 payment days' to be at
these unacceptable levels result mainly from the following:

) The March 2022 payment day's results for the NMBM (65 days) are mainly
attributed to late payments that were made to VODACOM which a total of 8533
Invoices were paid in excess of 100 days from the Date of Receipt of Invoice.

® Another factor that contributed to the poor payment days’ outcome of March 2022
is that most Directorates paid the majority of their Invoices in excess of 30 days

7
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from the Date of Receipt of Invoice as per the analysis below which measures
the efficiency rate per Directorate.

It must be noted that the Credifor's payment rate is still not, where it is required to be due to
various reasons, which may only be analysed on an invoice-by-invoice basis and per
Directorate. In certain cases, it could be due to (i} insufficient budget, (ii) compliance issues
that may have not been properly addressed, such as proper authorities prior to committing the
municipality in order to avoid causing unauthorised, irregular and fruitless and wasteful
expenditure. Section 78(1)(c) of the Municipal Finance Management Act (Act 56 of 2003) is
instructive to senior managers and all officials dealing with financial resources of the
municipality, in this regard.

The approach that has been implemented by Budget and Treasury is to write to Directorates
requesting explanations that caused the delay in payment of invoices. (This approach was
introduced in June 2018). It is also important to note that payments to creditors can only be
based on goods received and services rendered as pre-payments are against the MFMA.
As alluded to above, the work undertaken through the War Room as it relates to payments of
Creditors will assist in dealing with this situation, as the detailed discussions in these meetings
are based on an invoice-by-invoice or specific service providers.

1.7  ANALYSING THE OVERDUE CONSUMER DEBTORS AS AT 31 MARCH 2022

As alluded to above the overdue debtors have increased from 30 June 2021 to 31 March 2022
by an amount of R2,657,568,287. The following table gives details of how the increase in
arrear debts can be broken down into specific services in order to determine the most
significant contributors to this situation:

OVERDUE AMOUNTS
Detad June 2021 [At the End of March 2022 Difference

Trade and Other Receivables from Exchange Transactions -~ Water R 2,066 932,663 R 3,750,998.451 R 1,684,065,788
Trade and Other Receivables from Exchange Transactions ~ Electricity R 668,628,485 R 826,253,925 R 157,626,440
Recewvables from Non-exchange Transactions - Property Rates R 909,052,537 R 1,166,907,532 R 257,854 995
Receivables from Exchange Transactions - Waste Water Management R 700,549,422 R 895,119,749 R 194,570,327
Receivables from Exchange Transactions - Waste Management R 408,432,360/ R 503,565,809 R 95,133,539
Receivables from Exchange Transactions - Property Rental Debtars R 38,558,072 R 36,344,873 -R 2,213,199
Interest on Amear Debtor Accounts R 1,105,383,520 R 1,338,605,216 R 233,221,696
Other R 351,016,018 R 388,325,119 R 37,309,701
Total By Income Source R 6,248,553,077 R 8,906,121,364 R 2,657,568,267

Debtors Age Analysis By Customer Group
Organs of Slate R 139,326,575 R 219,906,424 R 80,579,849
Commercial R 1,582,792,153 R 1,901,928,313 R 319,137,160
Households R 4,488,806,232 R 6,745,447 544 R 2,256,641 312
Qther NMBIM R 37,628,117 R 35.838.083 R 1,200,968
Total By Customer Gruu1 R 6,248,553,077 R 8,906,121,364 R 2,657,568,207

Action should be taken as a matter of urgency to address this situation before it escalates
further. The Credit Control Policy is being implemented to its fullest extent except for the
component dealing with the sale in execution of both movable and immovable assets.

The following Table gives the detailed analysis of the Debtors’ Age Analysis per category, for
the period ending 31 March 2022: -
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Debtors’ Age Analysis (Inclusive of VAT) as at end of 31 March 2022

o I a- - 8- 3. 12 - 81 Days - Tver 1 o
10 Days $0 Days 4 Caye 120 Days 150 Days 180 Daya 1¥ear Yaor
ik
Trade and Qther Receivables trom

o T fons . Wat R455,697,289 P.353,3!4.755I RIGTN4G609]  R221546,188]  R256,802.203) R261.542,601 R893 576 B2 R1471.037.280 R4, 206,895,740

Trade and Other Recewables from
Tranzactions - Eleckrici

RM308D39| R w.sas.ns' R45.863,732] R32,326,189 ma,m.«ial R17,783,50 RES.275.202 R542,609.b78) R1,139,M43.254

R £780,169,509 ans.ml R$0006)  RE3A01.857 mo.m,ml 35895245 RB4222585|  R7S4650549)  R1SMT0704
Receivables irom Exchange Transactons

g o moaznngoe|  mesgrres|  maeosm|  ronarsan|  msessson) nosost|  masozral  Remssrem R593,141,483
N !' from Exchang; Rizatszso)  roigzan|  Rissseges|  Rwszasa|  miasezas RIZIOSTH Rr3razs|  R356.13T565 R8I
el ’ R1,832.965 R946.912 RA7B.T61 RH41485 REM.760 RS12011 RIsesas|  Raozstis R38A77.258
[[éatest on Arear Debor Accaunty RAG150580]  ROBAMIO| _ RSITIRM|  RAITIONT|  RILOMAAR o b a7T]__ RIse T 7a | RIOMUAT)|

Other RIILEMA92]  RBA4SA53)  R6AZ6.107]  R5626.140]  RE118966 R6.002.167 RZ407033]___ R314,301.153)

| TowGyncometoucs | RITONEEAIIT|  RESLOTINS  RSNLAMAME] RILEZLSTZ]  RIOVIAZGN]  RISEEIAIS|  RIATSATENT|  RSAGAQIINE

Orgons of State RABA437.695 R27.233 527 RH.BA7.474] R20.240.550 R10.313.895 R21.222.445 R34.176,700! Rii5.111.829 R268344.119
Commercial RT25.276.293] R187.856.10]  RiG8.189, R54.100,837 R50.733.842 RITA413,798 R150.652.473] R1311.852.756 $27,205.808
Househalds RO75397.070] R446.744.781] R390.036.728] RIG.TIT. R329,089.015 R139,128.248 R1.284,007 709 R3618.84.651 R1.720,044.614

Other NMBM) R12,562.268 R1.045.845 R1.001.387 R763.365 R1.006.978 RE#63.137 R5.819,199 R28.338.192 RE131,352
Tﬂllg CHMI Group. m,m,m 327 RES2,871,003 [TH] 566 R411,821, 572 R391,142.830 RY98,627,628 Ri 4TS 476,173 RS, 0042317 R10,657, 785,691

it must be noted that the period of 0 to 30 days represents current accounts and anything
greater than 30 days represent arrear accounts. In terms of the above, it can be stated that
the arrear debtors amount to about R8.906 billion {or R10.667 billion — R1.762 billion).

The other biggest contributor when analysing the above tables is the Water Service Charges
which has grown by R1.684 billion from 30 June 2021 to 31 March 2022. As reporied in the
past the water punitive charge resulting from the drought conditions, even though the city has
limited choices on the matter, result to this situation.

DETAILED REPORTS ATTACHED AS ANNEXURES TO THIS REPORT

To comply with “Schedule C” of the Municipal Budget and Reporting Regulations (No. 32141
dated 17 April 2009} the following detailed schedules for the period ending 31 March 2022 are
attached:

Annexure “A1” — Operating Revenue and Expenditure Performance: This Annexure
ilustrates the Operating Performance position for the reporting period. it answers the question
of how the revenue as at the end of the reporting month compares to the expenditure for the
same period. if the expenditure and revenue were incurred or raised in a consistent manner,
by this time of the financial year they all should approximates at least 66.67% depending on
the seasonalily trends of expenditure and the 30 days from receipt of invoice payment practice

Annexure “A2"— Capital Budget Performance: This Annexure gives the position of the Capital
Budget for the reporting period. In total about 37.92% of the total Capital Budget of R1.551
billion has been incurred as at the end of March 2022. Some of the reasons that may have
resufted in this position are disclosed elsewhere in this report.

Annexure “A2(i)" [New] — Capital Expenditure Report. This Annexure show the detail of all
Capital Projects per Directorate indicating the Budget, any amendments, expenditure up to 31
January 2022 as well as the funding source for each project. At the time this report was drafted
the February 2022 and March 2022 monthly reports was not yet made available by capital
budget section.

Annexure “A3” —- Projected Cash Flow Statement: This Annexure illustrates the inflows and
outflows of Cash for the period ending March 2022.
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Annexure “A4" — Consolidated Budget Tables (incl. MBDA figures): This Annexure illustrates
the financial position of NMBM for the reporting period including the financial records of the
municipal entity (i.e. Mandela Bay Development Agency / MBDA}.

Annexure “A5"” — Analysis of Municipality's Balance Sheet: This Annexure details the balance
sheet items including:

i.  Outstanding Consumer Debtors
ii. Overview of Creditors position
ii. Investment portfolio
iv.  Grants receipts and Expenditure
v.  Councillor & Officials allowances & benefits
vi. Key performance Indicators

Annexure “A6” — MBDA's Monthly Report & Budget Tables: This Annexure contains the
tables for the MBDA (municipal entity) for the reporting period.

RECOMMENDATION

That the Budget & Treasury Standing Committee NOTES the Municipality’s consolidated
(including the Entity) financial report as at 31 March 2022, Budget statement, and supporting
documentation contained in this report, prepared in line with Section 71 of the Local
Government: Municipal Finance Management Act (56 of 2003).

2 OTHER FINANCIAL REPORTS
2.1 MONTHLY REPORTS
2.1.1 Bank Reconciliation

Annexure “B” reflects the reconciliation of Council’s Main Bank Account as at 28 February
2022, Council operates one primary bank account and a number of dedicated subsidiary
accounts, all of which are reconciled with the main bank account. In terms of the internal B&T
set target for completing the subsidiary bank reconciliation, the target is 20 days and 35 days
for the main account. The receipting office balances the cash receipted to the cash banked on
a daily basis, which assists in the timeous completion of bank reconciliations.

FOR INFORMATION

2.1.2 Capital Spending — B &T Directorate

The attached Annexure “C" indicates the status of the various capital projects in the Budget
and Treasury directorate for the year 2021/2022 as at 11 April 2022. This annexure is extracted
directly from the Councils Accounting program.

The progress in spending can be seen by comparing the information in Annexure “A2" to the
totals of this annexure.

FOR INFORMATION

10
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2.1.3 GENERAL VALUATION 2022
Purpose

The purpose of this report is to advise Committee of the processes to be carried out in terms
of the Local Government: Municipal Property Rates Amendment Act No. 77 of 2014 (MPRA)
for the 2022 General Valuation (2022 GV).

Background

General Vatuation and preparation of Valuation Rolls

in terms of Section 30(1) of the MPRA:

"A municipality intending to levy a rate on property must in accordance with this Act cause-

(a) a general valuation to be made of all properties in the municipality determined in terms
of subsection (2); and

{b) a valuation roll to be prepared of all properties determined in terms of subsection (3}."

The current Valuation Roll was presented to the Municipal Manager on 31 January 2017 and

subsequently implemented on 1 July 2017. In terms of section 32(1)(b) of the MPRA, a

municipality must conduct valuations on a regular basis. Section 32(1)(b) of the MPRA reads
as follows: -

“A valuation rolf remains valid for that financial year or for one or more subsequent financial
years as the municipality may decide, buf in fotal not for more than four financial years.”

In terms thereof, Council approved a General Valuation date of 1July 2020 and an
implementation date of 1 July 2021.

Furthermore Section 32(2)(a) of the MPRA reads:

“The MEC for local government in a province may extend the period for which a valuation roll
remains valid {a) in the case of —

(i) a melropolitan municipality, to five financial years..”

After the hand-over of the General Valuation Roli in January 2021, Council resolved on
31 March 2021, to extend the implementation of the General Valuation period from 1 July 2021
to 1 July 2022, On 18 May 2021 the MEC of CoGTA granted the extension of validity for the
2017 General Valuation Roll of the NMBM with one year with effect from 1 July 2021 fo 30
June 2022.

Progress

Section 31 of the MPRA reads as follow:

“(1} For the purposes of a general valuation, a municipality must defermine a date that may
not be more than 12 months before the start of the financial year in which the valuation rofl is
to be first implemented.”

In accordance with this section and taking into consideration that the General Valuation 2017
will be valid until 30 June 2022, it was therefore recommended to the Acting City Manager that
the date of valuation for the 2022 General Valuation be 1 July 2021.

11
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Due to the compulsory amendment of the date of valuation, various deliverables already
completed and delivered, were updated, redone, or reviewed based on the new date of
valuation.

On 28 May 2021 the service provider accepted the extension of their contract SCM/18-225/S
by one year and accepted the change in implementation date of GvV2021 valuation roll to 1 July
2022. The addendum fo the Service Level Agreement between e-Valuations and the NMBM
for the 2022 GV was signed by the Acting City Manager on 1 September 2021, The service
provider subsequently commenced with the various deliverables and all planned activities
have been proceeding as planned.

The service provider has commenced and/or completed the following deliverables of the
Addendum:

Addendum Pfoject Status
Percentage of | Percentage
Item Description Project Complete Status Deliverables
1. Market Report 14.4% 100% Complete Updated Market Report
2. Sales review 27.1% 100% Complete Reviewed Sales
3. CAMA Modelling 7.2% 100% Complete Draft Roll
4. Value Review 21.7% 100% Complete Reviewed properties
Updated Valuation

5. Special Properties 16.9% 100% Complete Schedule
6. Roll preparation

and deployment 7.2% 100% Complete Handover of roll
7. Supplementary

Properties 5.4% 0% In Progress | Completed Supplementary

100% 95%

The Supplementary Valuation was commenced after the handover of the Final Roll to the
Acting City Manager on 31 January 2022,

The deliverables contained in the addendum were therefore 95% met and handed over to the
NMBM.

In addition to this, cerfain deliverables contained in the original Service Level Agreement are
currently also in progress. The Stafus of the deliverables is as follows:

12
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Project Status -Original SLA
Parcentage | Perconiage
Hem Description of Project | Complete Status Deliverables
1. Data Collection and capturing for all properties 20.0% 100.00% [ Completed/delivered [  Monthly data collection reporis
2.5% 100.0% Completed/delivered Sectional Title Sales Analysed
5.0% 100.0% | Completed/delivered Residenlial Sales Analysed
2 Sales Research, Analysis, Review and Market Reports I 5.0% 100.0% | Completedidainered| Draft Market Report for Modeliing
2.5% 100.0% | Completedidelvered|  Final Report after Value Review
10.0% 100.0% Completed/defivered | Finalized Models and Draft Values for
3. CAMA modules (develop, review and adjust appraisal ' i Residential Properties
fomulas) Completed/defivered | Finalized Models and Draft Values for
Lot 106:0% Non-Residential Proparties
5.0% 100.0% {Completed/delivered{ Valuations for all Famm properties
including data collection
4. Valuations of non CAMA properties 5.0% 100.0% | Completed/delivered | Vatuations for Special Properties/P Sl
(e.9. airport, harbour, casino, etc)
5. Value review 10.0% 100.0% | Completed/delivered| Schedules of Properties Reviewed
6. Final Valuation Roll certified and delivered 10.0% 100.0% | Completed/delivered Submission of Valuation Roll
7. Supplementary Valuation Rolt 5.0% 0% Due May 2022 Submission of Valuation Roll
8. Objections processing / review 5.0% 0% May to November [Schedules of Properties Reviewed and
2022 Close out report on Objections
9, Appeals processing / revew 5.0% 0% Untill February 2024  Completion of VAB hearings and
Close out report on Appeals
TOTAL 100.0% 85.00%

The Supplementary Valuation and the objection phase of the project are currently in progress.
The Objection process has commenced in February 2022 and entails the following:

Description Status Notes
Posting of Section 49 notices, advising ratepayers of their Date of completion 14
, Completed
property's new value February 2022

- I Closing date to receive all

Receiving of Completed Objection Forms In Progress objections: 29-04-2022
. I Projected completion of

Processing Of Objections In Progress objection process: 30-11-2022

The Supplementary Valuation will be completed by 31 May 2022 and implemented on 1 July

2022.

FOR INFORMATION

13
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2.2 QUARTERLY REPORTS
2.2.1 Quarterly reporting on withdrawals from the municipal bank accounts

The purpose of this report is to report on withdrawals from the municipal bank accounts as
required in terms of Section 11 of the Municipal Finance Management Act. Attached as
Annexure “D” is the report for the quarter ending 31 March 2022.

FOR INFORMATION
2.2.2 AG 2020/21 Audit Report -~ Action Plan

The AG 2020/21 Audit Report action plan with actions to address the problem areas
identified by the AG has been populated. Attached as Annexure “E” is 2020/21 Audit Action
plan together with progress made-up to 31 March 2022.

FOR INFORMATION
2.2.3 Cost Containment Regulation Measures — For Quarter 3 of 2021/22
Purpose

The purpose of this item is to apprise the Committee on the implementation of the Cost
Containment Regulations whereupon Directorates must report to their Portfolio Committees
on a quarterly basis on the implementation of Cost Containment Measures using the top ten
operating budget items (i.e. 1. Contract Security, 2. Consulting Services - Operating, 3.
Consulting Services — Capital, 4. Petrol and Lubricants, 5. Overtime, 6. Telephone and
Cellphones, 7. Scarce Skills, 8. External Hire of Vehicles, 9. Fixed Locomotion Allowance and
10. Legal Expenses).

Attached to this item as Annexure “F" are the following Documents: -
~ Cost Containment Report (Budget and Treasury); and
— Cost Containment Report (NMBM / Institutional).

It must also be remembered that Council pays invoices after 30 days, so expenditure invoiced
in March will only be paid in April.

Discussion

The spending trends discussed on this item cover a period from January 2022 to March 2022
for Budget and Treasury Directorate and the whole institution.

Budget & Treasury Directorate

The operating expenditure for 2021/22 is low except for employee related costs which are
closer to the pro-rata budget percentage. The low expenditure can be atiributed to Covid 19
and the Local Gowvt Elections where the number of official Council meetings reduced
dramatically.

Council Expenditure

The same pattern appears under Council as in the B&T department. The two exceptions are
1) Overtime and 2] External Hire of Motor Vehicles which is attributed to the problems that
were experienced in the Flest Management Section with slow repairs to Council vehicles.

14
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Recommaendations

The Committee NOTES the expenditure report for all the ten Cost Containment / Operational
Efficiency Line ltems covering the 2021/22 financial year (i.e. Jan 2022 to Mar 2022) for Budget
and Treasury as well as NMBM.

2.2.4 SCM Quarterly Report

Attached as Annexure “G” is the guarterly report of SCM activities for the period ending
March 2022 as stipulated in Section 6 (4) of the SCM policy.

FOR INFORMATION

3. WRITE-OFF IN RESPECT OF IRRECOVERABLE ARREAR DEBTS

3.1  WRITE-OFF IN RESPECT OF ARREARS AMOUNTS REFLECTED ON ACCOUNTS
OF POOR HOUSEHOLDS PRIOR TO THE HOUSEHOLDS QUALIFYING FOR
ASSISTANCE TO THE POCR SUBSIDY

Purpose

The purpose of this report is to indicate the exact amount written-off for the month March 2022,
in accordance with paragraph (b) of the Executive Mayor’s resolution taken on 4 February
2004:

Background
The Executive Mayor on 4 February 2004 resolved {Min. No. 138/2004);

“{a) that the following categories of arrear debts reflected on the accounts of poor
households are written off against the provision for Doubtful Debts:

(i) All arrear amounts that were transferred and are reflected in suspense
accounts;

(i) Accumulated interest, service charges and other debts raised and not paid for,
subsequent to the date on which the househeld registered as poor or indigent;
including tampering charges, related interest and the estimated value of illegal
consumption, but excluding rental and instalments raised in terms of the State
Financed Letting and Selling Schemes; (See also paragraph (a)(iv)).

(iit) All arrear debts of poor households in respect of which arrangements were
made to settle these arrears at R10 per month have been concluded (excluding
rental and instalments).

{iv) Letting and Selling Scheme Rentals, Selling Scheme instalments and other
service charges linked to these schemes, where these debis of the poor
households exceed the PHDB subsidy of R7 500, inclusive of transfer costs,
subject to the conclusion of the necessary transfer procedures, in terms of the
Executive Mayor's resolution of 26 November 2003.

{b) That arrears that could be classified under (a){i) to (a)iv) above on accounts of
households currently not registered as poor, who may become eligible for assistance
under the Assistance to the Poor Scheme in future, be written off against the provision
for Doubtful Debts.

15
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(c) That the write-off of the categories of arrear debts referred to under (a)(i}) to (a){iv) and
{b) above, be approved in principle only and that details of ihe individual accounts per
category of service and applicable votes be submitted to the Budget and Treasury
Committee for approval in terms of Section 29 of Council's Customer Care and
Revenue Management By-law.”

Paragraph (a) of the above resolution was implemented and R212.4 million (i.e. Capital of
R196.4 million and VAT of R16.0 million) was written-off.

The amounts written-off relating to the various debt categories as per paragraph (b) of the
Executive Mayor's resolution are as follows:

March 2022 [ R
DEBT | : VOTE
CATEGORY CAPITAL | VAT ! TOTAL NUMBER
Ele_cti:i'&it'ﬁ S R 143,993.25 R 20,159.05 R 164,152.30 | 03330153
Sanitation R 1,593,656.81 R 223,111.95 R 1,816,768.76 | 04440153 |
Water R 7,056,519.87 R 987,912.78 R 8,044,432.65 | 04730153
Refuse R 1,206,314.24 R 168,883.99 R 1,375,198.23 | 13180153
General Rates/
Service Charges R 1,992,238.71 R 0.00 R 1,992,238.71 | 06250153
Sundries R 449,677.49 R 60,246.10 R 509,923.59 | 06250153
Interest R 1,606,206.11 R 0.00 R 1,606,206.11 | 06250153
TOTAL | R 14,048,606.48 R 1,460,313.87 | R 15,508,920.35

A schedule indicating the number of accounts and amounts written-off by Ward is attached as
Annexure “H”.

The arrears of additional poor households will be written off, in accordance with the policy, as
and when they qualify for assistance. Such write-offs will be reported to the Budget and
Treasury Committee when they occur.

With the write-off of R 15,508,920.35 for March 2022, the write offs of the previous financial
years have been included for comparison purposes.

PERIOD
CAPITAL VAT TOTAL

Section (a) of the Mayoral
Resolution : February 2004
Section (b) of the Mayoral
Resolution: - March 2004 - June R 800,476,336.96 | R 67,159,230.86 ] R 867,635,567.82
2014

Section (b) of the Mayoral
Resolution: July 2014 - June 2015
Total for 2015/2016

(July 2015 to June 2016 )

Total for 2016/2017

R 196,446,842.69]| R 16,038,186.57 1 R 212,485,029.26

R 47,290,190.07 R4,177,614.69 R51,467,804.76

R 36,433,157.18 R 3,285,414.60 R 39,718,571.78

(July 2016 to June 2017) R 429,161,048.51 | R 39,190,453.06 | R 468,351,501.57
Total for 2017/2018
(July 2017 to June 2018) R 32,273,234.02 R 3,128,872.28 R 35,402,106.30
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PERIOD

CAPITAL VAT TOTAL
Total for 2018/2019
(Juty 2018 to June 2019) R 31,225,655.12 R 3,062,579.24 R 34,288,234.36
Total for 2019/2020
(July 2019 to June 2020) R 81,835,695.13 R 7,781,381.46 R 89,617,076.59
Total for 2020/2021
(July 2020 to June 2021) R 202,612,331.81 | R 20,433,553.52 | R 223,045,885.33
Grand Total in respect of Section (a)
& (b) of the Mayor Resolution R 1,857,754,491.49 | R 164,257,286.28 | R 2,022,011,777.77

February 2004 — June 2021

Written off in current Financial Year

July-21 R 22,495,492.00 R 2,298,481.56 R 24,793,973.56
August- 21 R 5,060,235.81 R 500,443.56 R 5,560,679.37
September- 21 R 11,780,337.22 R 1,211,304.04 R 12,991,641.26
October- 21 R 4,462,059.90 R 468,079.83 R 4,930,139.73
November- 21 R 11,052,240.51 R 1,202,175.27 R 12,254,415.78
December- 21 R 26,202,445.32 R 2,848,406.39 R 29,050,851.71
January- 22 R 4,545,760.57 R 473,966.03 R 5,019,726.60
February- 22 R 4,426,669.29 R 440,439.88 R 4,867,109.17
March-22 R 14,048,606.48 R 1,460,313.87 R 15,508,920.35
Total for 2021/2022 R 104,073,847.10 | R 10,903,610.43 | R 114,977,457.53
Grand Total: - R 1,961,828,338.59 | R 175,160,896.71 | R 2,136,989,235.30
RECOMMENDED:

That the amount of R 15,508,920.35 for March 2022 in respect of households that qualify for
assistance in terms of the amended Assistance to the Poor Policy, be written off as
irrecoverable against the provision for doubtful debts in terms of Section 29 of the Council's
Customer Care and Revenue Management By-law.

March 2022
DEBT VOTE

CATEGORY CAPITAL VAT TOTAL NUMBER
Electricity R 143,993.25 R 20,159.05 R 164,152.30 | 03330153
Sanitation R 1,593,656.81 R 223,111.95 R 1,816,768.76 | 04440153
Water R 7,056,519.87 R 987,912.78 R 8,044,432.65 | 04730153
Refuse R 1,206,314.24 R 168,883.99 R 1,375,198.23 | 13180153
General Rates/
Service Charges R 1,992,238.71 R 0.00 R 1,992,238.71 | 06250153
Sundries R 449,677.49 R 60,246.10 R 509,923.59 | 06250153
Interest R 1,606,206.11 R 0.00 R 1,606,206.11 | 06250153

TOTAL | R 14,048,606.48 R 1,460,313.87 | R 15,508,920.35
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OVERVIEW OF OPERATING REVENUE AND EXPENDITURE PERFORMANCE FOR
THE 2021/22 FINANCIAL YEAR AS AT 31 MARCH 2022

Below is an analysis of the operating revenue and expenditure performance compared to
the approved 2021/22 Operating Budget.

Budpet Year 2021/22
Dascription Original Budget | YearTDactuat | V10

R thousands %

| Revenu By Source
Property rates 2,637,580 2684054 | 102%
Sefvice charges - electricity revenue 4,530,243 3,183,552 70%
Service chanpes - watsr revenue 1,379,942 2335124 169%
Service chames - sanitation revenue 739,928 556317 | 75%
Service changes - refuse revenue 280,370 219,710 78%
Rental of facilities and equipment 27 867 16,208 58%
Interest eamed - external ivestments 173,180 57,049 3%
Interest eamed - outstanding deblors 376,196 349,380 | 93% |
Fines, penalties and forfeits 93,047 141,045 73%
Licences and panmits 12,550 13,733 109%
Agency services 3,242 3001 03%
Transfers and subsidies 1,625,037 1,661,706 102%
Other revenue 855,757 53,449 6%
Galns 510 181 35%
Total Revenue {exchuding capital transfers and contributlons) 12,835448 11,274,510 88%

| Expendityre By Type |
Employes related costs 3,915,583 2607 856 B7% |
Remunemtion of counciliors 87.209 58426 67%
Oebt impaimment 1,418 966 332,878 23%
Depreciation & assat impairment 1,033,770 775,290 5%

| Finance charges 119,907 73342 61%

|_Bulk purchases - electricity 4,289,185 3,507,698 82%
nventory consumed 286,102 119,697 42%
Contracted services 1,312128 488,611 %
Transfers and subsidies 56,119 42,319 75%
Cther expenditure 702,540 388,541 35%
Losses 57,679 - 0%
Total Expenditure 13,279,267 8,394,760 63%
Surplusi{Deficit) (443,839) 2,879,750
Less: Fuel Levy Included above 347,558 106,880
Surplusi{Deficit) after capital transfers & contributions (791,387} 2772800

Below is a discussion of the significant revenue and expenditure variations:

The statement of financial performance indicates an operating surplus of approximately
R2.772 billion after excluding fuel levy utilised to fund capital projects. The statement of
financial performance should not be viewed in isolation from the cash flow statement and
the cash flow forecast as discussed in Annexure A3 other entries that are not processed
on a monthly basis as some are processed only at the end of the financial year. The surplus
stated could be misleading but must be viewed in the context that invoices from
suppliers are payable 30 days in arrears causing the expenditure to date to be
understated, Furthermore, Property Rates are raised annually in advance and as a
result is causing Revenue to date to be proportionally overstated at this early stage
in the financial year. The ‘profit’ does not imply cash in the bank. The NMBM billing
collection rate is only averaging 72.33% for the 2021/22 financial year due to various
reasons but inclusive of the COVID19 impact on the local economy and the ability and
willingness of customers to pay for services received,
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Property rates appears to be in line with the budget projections. Property Rates are reflected

at 101.76%.

mSCOA Line item Description - Property Rates 2022 Budget YTD Actuals 31Mar22 Varlance % of Budget
Agricultural Property 6,225,360 +5,930,028 -295,331 95.26%
Business and Commercial Properties 969,504,750 -1,065,663,676 96,158,926 109.92%
Formal and Infarmal Settl 51,048,600 72,458,197 -21,439,597 142.00%
Industrial Propertles 270,669,900 -270,156,089 -513,811 99.51%
Mining Properties -178,600 -178,600 0.00%
Public Benefit Organisations -2,133,240 -1,816,754 -316,486 85.16% |
Public Service Infrastructure Properties -56,990 465,130 408,140 816.16%
Residential Properties Developed -1,180,390,970 -1,314,312,077 133,521,107 111.35%
Residentisl Properties Vacant Land -84,456,460 93,857,348 9,400,888 111.13%
Spectal Rating Area ~4,537,630 4,341,356 -196,274 95.67%
State-owned Properties -170,474,700 -170,474,700 0.00%

Service Charges

It appears that the revenue trends for the Electricity revenue are lower than anticipated in
the 2021/22 Operating Budget. There also appears to be misalignment between the line
items where budget projections were processed and where actual revenue raised is
recognised. The reasons for these misalignments should be investigated and be amended
as it impacts on future budget projections. Factors that impact on the revenue trends are
the drought situation, problems with water pumps and therefore water availability, electricity
load shedding and maintenance performed on Electricity and Water infrastructure.

The Water Service reflacts a higher revenue trend due to the drought conditions affecting
the Metro as a result of applying stricter water usage stipulations and a higher tariff charged
over the period than anticipated in the 2021/22 budget. This created pressure on
achieving at least an 85% collection rate for the financial year. Currently the average
collection rate is 72.33% Considering the current debtors collection trend during the
COVID lackdown period there remains a high risk that the projected 85% collection
rate will not be achieved. Care must also be taken that ATTP consumers water usage
are monitored to manage excessive water usage as their billing accounts are written
off automatically after 90 days. This practice of writing off debt automatically after 90
days is considered as bad financial practice by National Treasury. This Is all about
proper credit control of all municipal consumers and the loss of financial control and
usage of services such as water during extreme drought conditions.

A further risk of COVID19 is that as more job opportunities in the Metro are lost less
consumers will be able to pay for services provided. The increase of consumer debtors
reinforces the fact that the Metro operates in a weak economic environment.
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mSCOA Une ltem Description— Sarvice Charges 2022 Budpet YTD Actuals Vartance % Spent
3iMar22

Electricity Avallability Chasges -62,262,900 -40,362,820 -21,900,080 64.83%
Electricity Connection/ Reconnection Change Circuit Braaker 1] -3629 3,629 0.00%
Electricity Connection/ Reconnection Connections Non-g Hi -4,969,760 3,327,665 -1,642,095 656.96%
Electricity Electricity Distribution Revenue for Services Network Charges 0 -1,657,762 1657,762 0,00%
Electricity Electricity Sales C I G lanal {3-Phase) 64,169,340 212,836,025 148,666,685 | 331.68%
Electricity Electricity Sales G Jal Prepaid 103,587,240 -61,869,561 -41,717,679 £9.73%
Electricity Electyitity Sales Domestic High Prepald -1,$38,468,590 920,790,608 317,677,982 74.35%
Etectricity Electricity Sales Domestic Low Domestic Indigent 55,860,480 18,788,554 -37,071.927 33.63%
Electricity Electricity Sales Domestic Low Prepaid -101,127,820 -12,178,121 -88949,699 | 12.04%
Electricity Electricity Sales industrial more than (11 000 Volts) (High Voltage) -1,397,575,320 -568,625,234 -828,950,086 40.659%
Electricity Electrigity Sales Industrial {400 Volts} {Low Veltage) -320,540,180 -181,548,306 -138,991,874 5£6.64%
Elactricity Electricity Sales Industrial more than {11 000 Volts) (High Voltage] 0 0 0.00%
Electricity Electsicity Sales Time of Use Tariffs -1,181,385,380 | -1,161,518,181 -19,867,199 98.32%
Electricity Joint Pole Usage -24,750 -18,648 £,102 75.35%
Electricity Meter Compliance Testing -78,210 -23,316 -54,804 29.81%
Electricity Meter Reading Fees -192,820 -3,177 -189,643 1.65%
Waste Management Refuse Removal -264,941,870 -108,647,562 -56,294,308 78.75%
Waste Management Waste Bins -15,227,800 11,062,823 4,164,977 72.65%
Waste Water Manag Availability Charges ~175,900,000 -132,699,048 +43,200,952 75.44%
Waste Water Manag Connection/Reconnection -2,181,000 +1,889,454 -291,546 86.63%
Waste Water Manag, ngher Leve Service -131,339,650 72,533,495 58,806,155 55.23%
Waste Water Manag d | Effluent -38,407,110 42,981,769 4,574,655 | 111.91%
Waste Water Manag: Ind | Waste Water -58,000,000 45,874,548 -12,125,452 79.09%
Waste Water Management Sanitation Charges -334,099,740 -260,338,725 -73,761,015 77.92%
Water Agricultural and Rural Water Service -35,060,000 -33,376,888 -1,683,112 95.20%
Water Avallnlg,ll_lt__v Charges -177,207,140 -132,541,245 -44,265,895 75.02%
Water Connection/Disconnection -5,933,090 -4,429,505 -1,503,585 74.66%
Water industrial Water -206,760,040 251,979,120 85,219,090 | 141.22%
Water Sale Conventional 248,788,580 140,595,313 108,193,167 56.51%
Water Sale Flat Rate -2,790,000 -2,071,087 718,913 74.23%
‘Water trban Higher Level Service -1,200,979,840 -2,010,921,144 809,941,304 | 167.44%

Interest Earned — External Investments

The interest earned represents the cash received in respect of investments that have
matured and have been eamned during the 2021/22 financial year. Interest earnings are
influenced by the extent of the municipality’s investment portfolic. The term of investments
and subsequent interest payments influence the cash flow and actual interest received. It
is anticipated that the revenue earned on investments will be on par with the 2021/22
Budget projection. However, should the current average collection of outstanding
debtors of 72.33% not materially improve there will be a material risk that the
projection for interest earned wilt not be achieved.

The following has impacted on the interest earned:

High level of Housing Top Structures bridge-funding — As at 31 March 2022 the

L}
outstanding balance was R195.278 million;
¢ The 2020/21 Unspent grants were off-set against the Equitable Share allocation for
the 2021/22 financial year in the amount of R319.608 million
» National Treasury has transferred the following Grants to NMBM i.r.o. the
2019/20 financial year on 31 March 2622: -
s Equitable Share 2019/20: R255,415,000
¢ Equitable Share 2020/21: R10,000,000
L J

It is anticipated that as the regulations during this COVID19 pandemic period are
being relaxed and the economy gains momentum higher interest rates may be
introduced by the Reserve Bank which will have a positive impact on interest earned
on investments;
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¢ The poor average cash collection rate of only 72.33% for the 1% nine months of the
2021/22 financial year will further assist in limiting the interest earned on investments
revenue.

The above-mentioned clearly indicates that the NMBM cash flow has been impacted
negatively by the COVID19 pandemic. National Treasury, by not transferring grants or by
delaying the transfer of grants to NMBM in line with the gazetted Dora may affect service
delivery as well as the planning and implementation of projects. It has put the financial
sustainability of the NMBM under huge pressure over the short to medium term.

Rental of Facilities and Equipment

It would appear that Rentals of facilities and equipment lower than anticipated in the
2021/22 budgst projections. It is however important that all the Meiro’s asset management
structures ensures that all possible rentals be raised / billed and that rental agreements are
maintained at market related prices.

mSCOA Line Itern Deseription - Rental from Fixed Assats. 2022 Budget YTO Variance % Spent
Actuals 31
Mar22
ket Related

Investment Property ght-lined Operating -7,924,860 -824,161 -7,100,699 10.40%
Property Mant and Equipment Ad-hoc rentals Community Assets -8,621,600 -6,958, 881 -1,662,719 80.71%
Property Mant and Equipment Straight-lined Operating Other Assets -530,000 -514,495 -15,505 | 97.07%
N TR
Investment Property Ad-hoc rentals 4,334,730 -2,853,59% -1,385,131 68.14%
Property Plant and Equipment Ad-hoc rentals & ity Assets -578,540 -524,309 -53,731 20.71%
Property Plant and Equip Ad-hoc rentals Machinery and Equlp t -249,810 -122,428 -127,382 49.01%
Property Plant and Equip Ad-hoc rentals Other Assets 0 0 0.00%
Property Plant and Equipment Ad-hoc rentals Solid Waste Infrastructure =4,993,200 -3,554,934 -1,438,266 71.20%
Property Plant and Equipment Straight-lined Operating Community Assets 4,300 -5,937 1,637 | 138.06%
Property Plant and Equipment Straight-lined Operating Electrical Infrastructure -30,000 -11,822 -18,178 39.41%
Property Plant and Equip t Straight-lined Operating Machinery and Eguipment Q -1,122 1122 0.00%
Property Plant and Equip Sub-lease Pay t Roads Infrastructure -150,000 -223,278 73,278 | 148.85%

Interest Earned: Qutstanding Debtors

Interest Earned on Qutstanding Debtors is higher than anticipated in the 2021/22 Qperating
Budget due to escalating Outstanding Debtors. This is due to a poor outstanding debtors
collection rate of only 72.33% io date compared to the 85% collection rate that was
anticipated in the 2021/22 Operating Budget.

Fines

The total fines collected and raised as at 31 March 2022 was only R33.191 million or
17.19% compared to the 2021/22 budget projection of R193.047 million. It should be noted
that built into the Traffic fines revenue is the projected Total Traffic Fines issued. In line
with the GRAP principles an impairment is then projected within the Impairment:
Receivables for Traffic Fines issued that will not be collected. The accrual for the
impairment of Traffic Fines have been raised in line with the budget projections. The Traffic
fines impairment budget projection for the full year is R135,330,790. Therefore,
approximately R57.745 million impairment had been recognised as at 31 March 2022
resulting in the R82.948 million total fines revenue. This is therefore approximately 46.59%
of the Fines revenue budget projection. It appears that fewer fines are issued and therefore
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the impairment will be adjusted accordingly in the 2021/22 Adjustments Budget once a
proper trend in fines issued and outstanding can be determined.

m$COA Ling Item Deseription - Fines, Penalties and Forfeits 2022 Budget YTD Actuals Varlance % Spent
31Mar22

Fines Counclllors -10,000 -3,000 -7,000 30.00%
Fines lllegal Conngctions 4,416,110 -2,116,551 -2,299,559 47.93%
Fines Law Enforcement 50,360 -50,360 0.00%
Fines Overdue Books fine -1,102,630 -73,176 -1,029,514 6.54%
Fines Pound Fees -211,020 -204,580 -6,440 96.95%
Fines Traffic Municipal -35,436,200 -1,265,202 34,140,998 3.66%
Fines Traffic Service Provider -105,500,000 105,500,000 0.00%
Forfeits Deposits [{] 97 -297 0.00%
Forfelts R 0 0.00%
Forfelts Unclaimed Money -6,290,615 6,290,615 0.00%
Penaltles Disconnection Fees 46,320,200 -29,564,279 -16,755,921 63.83%

Traffic Fines in the amount of R4.466 million was collected for the period ending 30 June
2021 representing the worst performance in almost a decade. Should the level of traffic
fines issued in the 2021/22 continue, the 2021/22 financial year will perform even worse
than the 2020/21 financial year.

Licences or Permits

The total Licences or Permits revenue collected as at 31 March 2022 was R13.73 million
or 73.07% compared to the 2021/22 operating budget projection of R12.550 million.

YTD Actuals

mSCOA Line ltam Description - Licenses and Permits 2022 Budget 31 Mar22 Varlance % Spent
Boat -214,220 -183,418 -30,802 85.62%
Fauna and Flora -202,010 -295,768 93,758 146.41%
Health Certificates -209,010 -274,822 65,862 131.51%
Road and Transport Drivers Licence Application/Duplicate Drivers Licences ~1,350,000 2,014,091 664,091 149.19%
Rogd and Transport Drivers Licence Certificate -6,700,00( 6,563,446 -136,554 97.96% |
Road and Transport Learner Licence Application -2,125,50( -2,137,240 611,740 128.78%
Road and Transport Learners Certificate -520,000 -660,566 140,566 127.03%
Road and Transport Operators and Public Drivers Permits -920,000 -598,917 -321,083 65.10%
Threatened and Protected Species -6,690 -6,690 0.00%
Trading -300,270 -403,505 103,235 134.38%
Dog -2,320 ~1,062 -1,258 45.779%

Grants and Subsidies received
It is important to Note the following:

+ National Treasury has transferred the following Grants relating to previous financial
years to NMBM on 31 March 2022.: -

2019/20:

Equitable Share: R 255,415,000
2020/21

Equitable Share R10,000,000

o National Treasury had not approved any roll-over of unspent 2020/21
Conditional Grant Funding. The unspent 2020/21 conditional grant funding
5
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had been off-set against the Equitable Share on 7 December 2021 in the
amount of R 319.8 million. The unspent grants were as follows:

Public Transport Infrastructure Grant R 41,967,790
Public Transport Networks Operations Grant R 93,172,582
Neighbourhood Partnership Development Grant R 2,157,622
Infrastructure Skills Development Grant R 1,892,693
Integrated City Development Grant R 5,202 146
Urban Settlement Development Grant R175,124,719
Total R319,607,552

s National Treasury had not transferred the Public Transport Network Grant in
the amount of R57,588,000 that was due on 25 November 2021 as per the Local
Government Payment Schedule for the 2021/22 Financial Year.

The table below also reftects the conditional grants and Equitable Share received:

mSCOA Lina Item Description - Transfers and Subsidies: Operational 2022 Budget YTD Actuals Variance % Spent
31Mar22

Departmental Agencies and Accounts National Departmental Agencies Local
Government, Water and Related Service SETA -2,500,000 -2,811,705 312,705 ( 112.51%
Departmental Agencles and Accounts Natlonal Departmental Agencles Marine Living
Resources Fund -896,340 -563,282 -333,058 | 62.B4%
Deparimental Agencles and Accounts Natlonal Departmental Agencies South Africa
Revenue Service (SARS] -131,681,300 -302,412 | -131,378,888 0.23%
Natipnal G E ded Public Works Programme Integrated Grant -7,116,000 -3,595,816 -3,520,184 | 50.53%

| G Infrastructure Skills Development Grant -10,500,000 6,161,051 4,338,949 | 58.68%
National Governmants Integrated City Development Grant -11,267,000 -11,267,000 0.06%
National Governments Local Gaevernment Financial Management Grant =1,000.000 -772871 -227,128 | 77.29%
National Gover ts Metro Inf I Setti Partnership Grant 134,307,580 | -12,645,485 | -121,662,095 9.42%
National Governments Public Transport Network Grant -131,618,530 |  -35,734,429| -953884,101] 27.15%
N | Gover Urban Setil t Develop Grant -20,473,350 | -11,497,000 -8,976,350 | 56.16%
Natlonal Revenue Fund Equitable Share -1,143,807,000 | -857,854,552 | -285952,448| 75.00%
Natlonal Revenue Fund Fuel Levy (RSC Replatement Grant} -701,573,000 | -701,573,000 | 100.00%
Provincial Government Eastern Cape Capacity Bullding and Qther Specify {Add grant
description} -29,870,000 | -27,758,794 -2,111,206 | $1.93%

The above have and had a huge impact on the Metro’s cash flow, spending on capital
projects and ability to utilise the Equitable Share as budgeted.

Other Operational Revenue

The variances are reflected in the table below.

mSCOA Line Item Description = Operational and Sala of Goods Revenue 2022 Budget ¥TD Actuals Variance % Spent
31Mar22

Administrative Handling Fees -200,000 ~200,000 0.00%
Breakages and Losses Aecovered -13,140 1,598 11,545 12.14%
Bursary Repayment 0 -15,174 15,174 0.00%
Collection Charges -11,470 0 -11,470 0.00%
C Transaction Handling Feas -22,448,270 -10,218,226 -12,231,044 45.52%
Discounts and Early Seftlements -3,459,590 -1,335.623 -2,123,967 38.61%
Incidental Cash Surpluses -22,730 41,396 18,666 182.12%
Inspection Fees Statutory Services 4,400,000 -3,726,543 673,457 84.69%
insurance Refund -218,010 570,790 352,780 261.82%
Recovery Mail e 1,000,000 -199,601 800,399 19.96%
Registration fees Road and Transp -172,540 -87,610 -84,930 50.78%
Request for Information Access to Informatlon Act -188, 8930 -140,266 -48,624 74.26%
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mSCOA Line Item Desceiption — Operational and Sale of Goods R 2022 Budg ¥TD A . Varl, % Spent
31Mar22
Request for Information Accident Reports -309,350 -251,934 -57,416 81.44%
Request for Information Municipal Information and Statistics -72,610 101 -72,711 -0.14%
Request for Infor Plan Printing and Duplicates -20,000 -1,430 -18,570 7.15%
Sale of Property -167,250 -8,865 -158,385 5.30%
Staff and Counclilors Recoveries -853,850 -398,053 -455 797 46.62%
Academic Services Formal Tralning -1,728,910 -1,053,892 -675,018 60.96%
Adverti t: -2,125,330 +1,509,697 -615,633 71.03%
Building Plan Approval 11,935,000 9,600,499 -2,334,501 8D.44%
Buyers Card -75,240 -67,250 -7,950 89.38%
Camping Fees -47,280 -47,280 0.00%
Cemetery and Burial -18,113,590 -11,608,992 -6,504,598 64.09%
Cleaning and Removal -541,380 -152,856 488,524 23.83%
Clearance Certificates -1,386,320 -1,239,953 -146,367 £9.44%
Computer Services -67,830 -44,732 23,098 65.95%
Drainage Fees 40,000 244,412 204,412 611.03%
Encroachment Fees -432,000 -348,248 83,752 80.61%
Entrance Fees -12,154,270 -116,208 -12,038,062 0.96%
Escort Fees 1,000,000 -394,888 -605,112 39.49%
Fire Services ] -153,125 153,128 0.00%
Laboratory Services -1,000,000 404,365 -595,635 40.44%
Legal Fees -38,976,850 -15,347,764 23,625,086 39.38%
Meal and Refreshment -14,440 -14,440 0.00%
Parking Fees ~15,000 9,376 -5,624 652.51%
Photo coples, Faxes and Telephone charges -361,900 4,924 -366,824 -1.36%
Removal of Restiictions -1,105,000 858,522 -236,478 78.60%
Sale of Goods Agricultural Products Nursery Sale of Plants -27,390 -8,618 -18,772 31.46%
Sale of Goods Assets < Capitalisation Threshold 0 -11,213 11,213 0.00%
Sale of Goods Consurmabi 0 15,750,240 19,750,240 0.00%
Sale of Goods Publications Boaks -0,360 ~243 9,117 2.60%
Sale of Goods Publications Charts /Posters -14,100 -14,100 0.00%
| Sale of Goods Publications Prints 49,430 -72,572 -26,858 72.99%
Sale of Goods Publicatlons Tender Documents 1,070,000 -1,221,911 151,911 114.20%
Sale of Goods Sub-division and Consolidation Fees -2,915,070 -2,915,070 0.00%
Scrap, Waste & Gther Goods By Products -30,000 +30,000 0.00%
Scrap, Waste & Other Goods Recycling of Waste =11,092,140 7,015,380 4,076,760 63.25%
Scrap, Waste & Other Goods Scrap -150,000 41,250 -108,750 27.50%
Transport Fees 13,700,000 4,656,011 9,043,989 33.99%
Valuation Services -287.660 5,629 -281,031 2.30%
Weighbridge Fees 10,000 -4,141 -5,859 4141%

Expenditure Variations:

Employee Related Costs

The operating budget for Employea Related Costs amount to R3.915 billion for the 2021/22
financial year. The expenditure to date amounts to R2.053 billion or 52.45% of the budgeted

amount.
mSCOA Line tem Dascription — Employes Related Cost 2022 Budget | YTD Actuals 31 | Varlance % Spent
Mar 22
Municipal Staff Post-retirement Benefit
Pension Current Service Cost 63,787,540 63,787,940 0.00%
Municipal $taff Salaries, Wages and Allowances:
Allowances Ceflular and Telephone 8,400 5,240 3,160 62.38%
Allowances Housing Benefits and Incidental Essential User 29,746,810 18,313,132 | 11,433,678 61.56%
AHowances Housing Benefits and Incidental Housing
Benefits 14,632,300 10,277,671 4,354,629 70.24%
Allowances Non-pensionable 1,633,040 665,415 967,625 40.75%
Allowances Service Related Benefits Acting and Post
Related Allowances 381,140 16,285,110 | -15,903,970 | 4272.74%
Allowances Service Related Benefits Bonus 167,640,580 149,847,278 | 17,793,302 0.00%
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Allowances Service Related Benefits Entertainment 1,500 467 1,033 31.11% |
Allowances Service Related Benefits Leave Pay 17,779,870 17,779,870 0.00%
Allowances Service Related Benefits Long Service Award 117,655,840 86,358,385 | 31,297,455 73.40%
Allowances Service Related Benefits Overtime Night Shift 20,374,320 12,664,481 7,709,839 62.16%
Allowances Service Related Benefits Overtime Non

Structured 193,012,840 184,679,439 8,333,401 95.68%
Allowances Service Related Benefits Overtime Shift

Additional Remuneration 19,653,450 13,564,028 6,089,422 69.02%
Allowances Service Related Benefits Overtime Structured 37,551,400 26,357,532 | 11,193,868 70.19%
Allowances Service Related Benefits Scarcity AMllowance 20,650,090 13,983,633 6,666,457 67.72%
Allowances Service Related Benefits Standby Allowance 28,197,680 19,337,443 8,860,237 68.58%
Allowances Service Related Benefits Uniform/Special

/Protective Clothing 2,210 1,514 696 68.53%
Allowances Travel or Motor Vehicle 65,460,240 43,547,903 | 21,912,337 66.53%
Basic Salary and Wages 2,403,549,370 | 1,506,571,206 | 896,978,164 62.68%
Bonuses 42,123,970 25,539,662 16,584,308 60.63%
Municipal Staff Social Contributions:

Bargaining Council 810,860 558,736 252,124 68.91%
Group Life Insurance 23,372,590 22,263,343 1,109,247 95.25%
Medical 203,457,440 144,566,297 | 58,891,143 71.05%
Pension 367,983,240 263,058,687 | 104,924,553 0.00%
Unemployment Insurance 12,493,910 10,737,852 1,756,058 85.94%
Senior Management:

Chief Financial Officer Salaries and Allowances Basic Salary 2,354,400 1,660,356 694,044 70.52%
Chief Financial Officer Salaries and Allowances Bonuses 251,040 251,040 0.00%
Chief Financial Officer Social Contributions Unemployment

Insurance 1,900 1,594 306 83.90%
Designation Salaries and Allowances Basic Salary 19,004,900 12,365,635 6,639,265 65.07%
Designation Salaries and Allowances Bonuses 2,248,500 183,456 2,065,044 Q.00%
Designation Social Contributions Unemployment Insurance 18,300 12,753 5,547 69.69%
Municipal Manager {MM)5alaries and Allowances Bonuses 200,000 200,000 0.00%

The variance is due to certain allowances such as Cvertime, Acting Allowance and
Incentive Bonuses that are paid one month in arrears. Contributions to Post Retirement
benefits and Leave Pay provision are only processed as at the close of the financial year
as it relies on actuarial reports and the information as applicable as at 30 June of each
financial year.

The overtime worked for period July 2021 to February 2022 amounted to R230,564,240. If
this trend is maintained for the financial year (2021/22), the projected spending on Overtime
will amount to R325,035,605. It is therefore anticipated that the Budget in the amount of
R230,564,240 could be overspent by at least R94.47 million once all year-end accruals for
overtime have been processed at the end of the 2021/22 financial year. The main
Directorates responsible for the overspending are the Safety and Security, Electricity and
Energy, Water Service, Public Health and Sanitation Directorates.
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2022 2022

Directorate Actuals Budget Projection

|&E Rate & General 5,719,539 5,783,090 8,649,309
Human Settlements 407,794 770,500 807,192
Public Health 24,208,853 | 28,183,260 | 36,880,440
Sport, Recreation, Arts & Culture 4,803,305 5,368,900 8,387,568
Safely & Security 81,763,950 | 83,241,990 | 123,605,515
Economic Development, Tourism & Agriculture 323,918 385,000 485,876
Corporate Services 4,013,763 5,253,620 6,323,865
Budget & Treasury 4,441,670 ;| 10,245,370 7,045,995
Executive Mayor 394,009 600,000 651,014
Sanitation Service 20,368,324 | 24,355,720 | 32,945,455
Water Service 27,189,312 | 23,946,560 | 41,445917
Municipal Manager 145,131 250,000 217,696
Eleciricity & Energy 36,866,059 | 41,226,440 | 56,499,089
Chief Cperating Officer 546,640 867,790 946,711
Special Projects & Programmes 33,309 85,000 134,963
NMBM Total 241,225,576 | 230,564,240 | 325,035,605

These Directorates wilt have to make a concerted effort to monitor the work programmes

of employees in their respective areas.

The table below reflects Actual Overtime Payments for the past 6 years. Overtime payments
over this period from 2015/16 to 2020/21 have increased by 124.3% or R170.36 million.
The standout Directorate is Safety & Security whose actual Qvertime payment increased
from R30,534,663 to R128,459,967 or by 320.7%. This situation was exacerbated by the
insourcing of security guards w.e.f. 2018/19 and 2019/20 financial years and this is now the
permanent cost that will have to be the burden against the Property Rates of the NMBM as

we go forward.

Directorate 2016 2017 2018 2019 2020 2021
Actuals Actuals Actuals Actuals Actuals Actuals
Infrastructure & Engineering R&G 3,580,244 5,379,712 4,317,024 6,247 465 5,340,645 7,781,651
Human Settlements 458,262 1,135,380 430,116 6§42 996 734,493 522,384
Public Health 21,158,581 | 26,993,154 | 20,781,046 27,247,273 | 24,848,033 | 30,955,479
Sport, Rec, Arts & Culture 5,433,093 5,914,678 6,207,957 9,206,181 7,858,502 4,700,056
Safety & Security 30,534,663 | 40,753,848 45,617,891 76,720,540 | 112,333,008 | 126,459,967
Economic Dev, Tourism & Agri 463,938 599,524 568,589 640,741 802,378 668,259
Corporate Services 2,971,199 4,446,327 5,113,737 6,815,851 5,112,714 3,857.871
Budget & Treasury 5,532,138 | 10,396,113 7,913,218 9,404,412 7.576,138 4,514,354
E xecutive Mayor 502,168 683,740 435,847 307,970 420,580 358,220
Sanitation 15,641,644 17,858,306 | 16,154 418 19,673,089 | 26,242,607 | 20,634,633
Waler 21,362,369 | 28,423,438 | 21,441,984 28,062,215 | 35,229,430 | 40,874,270
Municipal Manager 114,663 185,080 183,014 237,847 279,305 173,723
Electricity & Energy 26,981,611 | 30,875,974 | 25,209,115 35,465.323 | 41,720,359 | 50,380,363
Chief Operating Officer 310,350 373,082 252,804 677,398 386,227 1,515,504
Spec Proj and Programmes 0 38,164 97,673 230.027 119,170 14,705
Grand Total 134,053,923 | 174,156,220 | 154,724,523 | 222,779,330 | 269,013,587 | 304,411,438
Percentage Increase 28.92% -11.16% 43.98% 20.75% 13.16%

The drop in overtime actual payments from 2017 to 2018 is directly as a result of the then
new overtime policy that was implemented for a period of 2 months only and subsequenity
withdrawn as a result of a moratorium placed by Council on the implementation of that
policy.
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As reported in the previous financial years, considering the extent of possible
overspending, the conclusion of the outstanding Overtime Policy to be in line with the
relevant legislation/s, by the Corporate Services and Human Resources Standing
Committee is long overdue as, amongst others, the fact that there is no guiding policy
dealing with this matter is the huge risk to the institution.

Lastly, as emphasised in the past reporting periods, it is important that the Overtime Policy
be in line with the requirements of the Basic Conditions of Employment Act for compliance
and to make the difference in spanding against this component of expenditure and also to
enable the institution to create space within its limited financial resources in order to create
employment in the most critical areas in the municipality’s operations.

Debt Impairment inclusive of Bad Debts and Doubtful Debt Provision

Bad debts are written off upon Council's approval. Doubtful debts writien off in the 2021/22
financial year to date. Impairment of Receivables are normally adjusted at financial year-
end when the impairment of doubtful debts is concluded.

Finan harges

The sxpenditure is influenced by the timing of payments, in accordance with the loan
schedules.

Buik Purchases

The table indicate financial records as at 31 March 2022 in respect of Bulk Purchases

SCOA Line Item Description — Bulk Purchases 2021122 | Actual March | Variance | % Spent
Budget 2022 [ i =
Expenditure: Bulk Purchases: Eleclricity: ESKOM 4,289195,330] 3507,697,818] 781497512 | 81.78%

It is noted that the Electricity Bulk purchases are overstated by R298,856,056.51 due to the
non-reversal of the February 2022 accrual. At this stage indications are that Electricity Bulk
Purchases may be overspent by at least R50 million come 30 June 2022 and all year-end
accruals have been processed. The extent of actual electricity losses plays an important
role as to final cost of Bulk electricity purchases. Electricity load shedding will also impact
on the bulk purchase of Electricity for the 2021/22 financial year. There is a very high risk
that the Electricity Bulk Purchases Budget will be overspent by year-end. The
estimated average electricity losses to 31 March 2022 appears to be at 23.30%. This
materially impacts on the cost of purchasing bulk electricity. The electricity service
is already running at a loss by only taking the primary costs into consideration. When
taking the secondary costs into account the electricity service that should have at
least a 15% profit margin is even further in the red and are effectively being funded

by Property Rates which the NMBM can ill afford due to an insufficient Property Rates
Base.
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66 Annexure “A1”

Electricity losses {Refer to Table below

Total non-revenue electricity losses (excluding unbilled street lighting and traffic lights) for
the year to date as at 31 March 2022 amounts to R508.613 million (453,285,011 kWh) or
23.30%. %. The average total non-revenue electricity loss would be 25.06% should the
Street lighting and Traffic lights estimated costs not be eliminated from the loss calculation.
Estimated Non-revenus Electricity Losses for the month of March 2022 amounts to R60.272
million (23.32% or 67,970,931 kWh).

The highest percentage non-revenue electricity losses per month are always incurred
during the high season tariff months namely July 2021 (25.71% - R122,182 million), August
2021 (27.99% - R129.564 million) and January 2022 (26.62% - R64,534 million), which
materially affects the value of electricity losses. It is evident that the current strategies
implemented to address electricity losses are not yielding

positive results. Electricity losses have increased materially over the last 5 financial years,
including the 2021/22 financial year.

Kindly note that electricity losses for February 2022 and March 2022 is an estimation
as all electricity meters have not been read as at the date this report was compiled.

The tariff used to calculate the losses are based on the bulk purchase price and excludes
distribution and administration costs.

Electricity losses comprise of both Technical and Non-Technical losses.
Technical Losses are assumed to be at 6%.

Technical Losses include electricity system and line losses that are unavoidable.
Non-Technical losses include theft by way of illegal connections, tampering etc.
Internal consumption is the use of energy in municipal buildings & street lighting.
Average purchased price will be finally recalculated annually.
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