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PURPOSE 
 

To report to Council on the mid-year review of the financial and performance results for the 
first half of the 2023/24 financial year as required by section 72 of the Municipal Finance 
Management Act.  
 

STRATEGIC OBJECTIVE 
 
Promoting good governance 
 

WARDS AFFECTED 
 
All wards  
 

IDP LINKAGE 
 
Financial Reporting 
 

MAYOR’S REPORT 
 
In terms of Section 72 (1) of the Local Government: Municipal Finance Management Act, 
2003 (Act 56 of 2003) (hereinafter referred to as the MFMA), the accounting officer of a 
municipality must by 25 January of each year- 
 

a) Asses 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.  

 

Comments from the Honourable Mayor 
 
UThukela District Municipality has had financial challenges in the 2023/24 financial year and 
remains under administration in terms of S139 of the MFMA. The challenges encountered in 
the first half of the year included reviewing of the budget funding plan which led to the late 
compilation of a “credible” budget funding plan, at the end of September 2023. The 
municipality has also uncounted challenges in terms of grant spending. Amongst other 
material challenges the municipality has had to deal with staff disputes which emanated from 
changes in controls such as the approval and monitoring of overtime. The municipality has 
responded positively to the said challenges and continues to support government 
interventions. 
 
An adjustments budget is due to be tabled in the month of February 2023. The budget remains 
unfunded and would be supported by means of a budget funding plan. Senior management 
has contributed strategies to the funding plan. 
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The various capital projects budgeted for this financial year have commenced, going forward 
these projects will remain under the strict monitoring and supervision. This will ensure capital 
grants are fully spent and that capital projects are implemented successfully as per the 
adopted business plans. 
 
All issues identified and highlighted in this report will essentially call the for the review of the 
approved budget. This review will be aimed at improving our cash position and facilitate the 
improvement in cash flow constraints. 
 
It must be noted that an amount of R 431 million has been received from the budgeted total 
of R579 million of the equitable share and an amount of R132 million has been received in 
respect of the MIG (municipal infrastructure grant) in respect of MWSIG (municipal water 
services infrastructure grant) R68 million was received. 
 
 
 
 

EXECUTIVE SUMMARY 
 
In terms of Section 72 (1) of the Local Government: Municipal Finance Management Act, 
2003 (Act 56 of 2003) (hereinafter referred to as the MFMA), the accounting officer of a 
municipality must by 25 January of each year- 
 

b) Asses the performance of the municipality during the first half of the financial year, 
taking into account- 

iv. the monthly statements referred to in section 71 for the first half of the 
financial year. 

v. 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. 

vi. the past year’s annual report and progress on resolving problems identified in 
the annual report; and 

c) Submit a report on such assessment to- 
i. the mayor of the municipality. 
ii. the National Treasury; and  
iii. the relevant Provincial Treasury 
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SUMMARY OF FINANCIAL PERFORMANCE 
 

ANALYSIS OF OPERATING REVENUE (JULY 2023 – DECEMBER 2023) 
EXCLUDING CAPITAL TRANSFERS: 

 

 

 
 

Budgeted   Actual Outcomes   % Variance 
R 441,165 R 597,656 35% 

 
 
Operating revenue recognised for the period July 2023 to December 2023 amounts to   
R598 million resulting in a 35% positive variance from the R418 million which was 
anticipated. 
 
The 35 % variance although positive must still be analysed to assess its impact on the 
budgeting process, as well as future cash flows.  
 
 
 
 
 
This variance has been attributed to the following: 

The 47% positive variance on transfers recognised, which is the direct impact of the 1st and 

2nd tranches of the equitable share totalling to R431 million. 
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WATER& SANITATION SALES: 
 
Water and sanitation sales income recognised combined is 15% above what was originally 
anticipated. This is due to the under estimation of water sales, the original estimate was 
based on the billing of the previous financial year. The municipality has conducted a data 
cleansing exercise in the current financial year, assisted by consultants deployed by the 
National Treasury, this included clearing negative billing and identifying meters that were not 
billing correctly and applying the neceressary remedial adjustments. This has resulted in 
accurate billing, thus the improvement. An increasing adjustment will be effected in the 
adjustments budget which will have appositive impact on the overall budget funding position. 
 
The municipality also noted the impact of cuts in water supply on the sales generated, the 
consistency and improvement in water supply has been prioritised which will positively 
impact water and sanitation sales. The billing total does not include water sales through 
prepaid meters. 
  
INTEREST FROM OUTSTANDING DEBTORS: 
 
This line item has yielded a positive variance of 17%, it appears we have billed more interest 
than we had originally anticipated. The variance of 17% indicates a decline in the budgeted 
collection rate. It must also be noted that the consumer payment incentives also impact on 
this line item. 
 
The municipality has adopted a strong drive to improve the collection rate in the previous 
quarter ending December 2023. Therefore, a decline is anticipated going forward on this line 
item. The revenue section being assisted by sectional heads is engaging actively with the 
debtors of different categories. 
 
INTEREST FROM INVESTMENTS: 
 
A total of R4,6 million has been recognised as interest from external investments resulting in 
a negative variance of -5%. This is an improvement from the previous financial year where at 
mid-year interest of R3 million had been earned.  
 
The municipality has been able to increase the investment of funds as per the budget 
funding plan, the municipality has prioritised the management of cash flows, complying with 
the terms of section 62(1)(a) of the MFMA to use the resources of the municipality 
effectively, efficiently and economically.  
 
SALE OF GOODS AND RENDERING OF SERVICES (OTHER REVENUE):  
 
Other revenue has a negative variance of -93% the adopted budget anticipated the other 
revenue amount to be R3,2 million. This includes amounts from the sale of tender 
documents, maps etc. The positive variance of 184% on fines and penalties issued by the 
Health Department is noted and will impact positively on the overall revenue generated.  
The municipality has focused on all sources of revenue streams in order to improve cash 
generation, the necessary adjustments will be implemented in the adjustments budget. 
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ANALYSIS OF OPERATING EXPENDITURE (JULY 2023 – DECEMBER 2023) 

 

 

 
Budgeted   Actual Outcomes   % Variance 
R525, 268   R359,602     - 32 

 
The total operating expenditure of the municipality for the six-month period is R359 million a 
32% negative variance from the R525 million which was anticipated. 
 
 
EMPLOYEE RELATED COSTS:  
 
For the purposes of this report and its impact on the upcoming adjustments budget the over 
expenditure of 2% must still be evaluated accordingly.  It must be noted that there has been 
an improvement from the previous financial year where the percentage stood at 7%. 
The variance calculation depicted above does not consider the 13th cheque expenditure 
incurred in November 2023, this would have contributed to the calculation of the over 
expenditure.  
 
The municipality has been able to manage over-time within the available budget which 
aimed to significantly reduce the overtime and stand-by bill. However, the overtime is still 
above the recommended norm of 5%. The process of authorising overtime has also been 
reviewed in order to ensure that only unavoidable overtime is incurred. The issue of regularly 
bursting pipes due to aging infrastructure has been factored into the current financial year 
capital projects. 
 
 
INVENTORY CONSUMED: 
 
The bulk of other materials comprises of fuel, oil and chemicals. Inventory consumed has a 
negative variance of -13% from the amount originally budgeted. This is due to the monitoring 
of expenditure relating inventory consumed as per the cost-containment strategies of the 
Budget Funding Plan. 
 
This line item was reviewed further in order to make an informed adjustment in the next 
adjustments budget. The municipality noted that the cost savings that were expected from 
chemicals did not materialise fully, as the budge finding plan was adopted at the end of 
September 2023. Strategies to reduce the amount incurred on chemicals have since been 
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implemented including extending the panel of service providers and the change of the water 
treatment agent. The municipality expects savings on his line item going forward. 
 
It must be noted that this line item (Inventory Consumed) was one of our major contributors 
to the budget funding plan, the decrease in expenditure will thus impact positively on the 
budget funding plan.  
 
 
CONTRACTED SERVICES: 
 
Contracted services have generated a negative variance 55%, the municipality had 
anticipated to have spent R99 million by mid-year of which only R45 million has been spent. 
This indicates major cost savings on the management of contracted services. The major 
contributors to this line item include, computer programs, repairs to pumps and pipe lines, 
security and the hiring of plant and water tankers. The total allocation for contracted services 
was reduced from R198 million in the original budget to R121 million in the budget funding 
plan. The municipality has therefore incurred expenditure on this line item as per the budget 
funding plan. 
 

GENERAL EXPENDITURE: 

General expenditure is -34% below what was budgeted. This is due to cost containment 

measures effected through the IFC and budget funding plan. General expenditure remains 

highly monitored, considering the adopted budget funding plan. The municipality anticipates 

realising further cost savings on this line item going forward. 

The municipality has recognised that cost savings in general expenditure items when 

consolidated contribute positively into the budget funding plan. Items such as telephone/ cell 

phones, accommodation, printing and stationery etc. have been reviewed and material cost 

savings were achieved. 

TRANSFERS AND SUBSIDIES: 

The amount budgeted for transfers and subsidies is the transfer allocation for the 

Development Agency. An amount of R1 million had been transferred at mid-year. The 

allocations made to the agency are based on the transfer of the equitable share and the 

cash flow is considered before the transfer is made. The municipality has been to adequately 

transfer higher amounts to the agency due financial constraints faced by the municipality. 
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SUMMARY OF CAPITAL PROJECT IMPLEMENTATION 

 

 

Budgeted   Actual Outcomes   % Variance 
R 114,268 R154,198 -26 

The municipality originally budgeted R308 million for capital projects and the acquisition of 
capital assets. The original budget consisted of R2 million for internally acquired assets such 
as computers and other equipment. 

The capital budget was reviewed during the compilation of the credible budget funding plan 
to include a further R20 million for the acquisition of vehicles, plant and equipment. The 
budget was increased due to the fact the municipality had taken a resolution to reduce the 
amount spent on hiring. At midyear the municipality had not acquired new assets, however 
various assets owned by the municipality had been repaired.  

 
 
 
 
 
 
 
 
 



UTHUKELA DISTRICT MUNICIPALITY 2024 
 

  Page | 10 
 

 
 
 

The above extract depicts the grant register at the end of December 2023, mid-year. The 
municipality has been able to accelerate expenditure on capital projects to exceed 50%. On 
the Municipal Infrastructure Grant a total of R107 million had been spent equating to 77% of 
the received allocation. On the Water Services Infrastructure grant an amount of R35 million 
had been spent which is 50% of the received allocation. 
Capital projects are under strict supervision in order to ensure their success. The 
municipality has focused on projects to reduce water interruptions and improve the level of 
service delivery within the community. The issue of aging infrastructure has been noted and 
is being addressed in the current capital budget. 
 
The municipality has experienced various strikes/ demonstrations by the community due to 
water interruptions and has responded positively to the communities concerned. The 
upcoming adjustments budget will include a review of the capital projects and business plans 
in order to address the concerns of the community. 
 
The technical services department is also receiving assistance by means of consultants in 
order to improve performance associated with the implementation and monitoring of capital 
projects.  
 
The rollover applications pertaining to the previous financial year were submitted at the end 
of August 2023, these were successfully approved by the National Treasury. The approved 
roll overs will be effected in the upcoming adjustments budget, by the 28th of February 2024. 
The municipality aims to fully spend capital grants in the current financial year. 
  

 

Budget Amount 

2022/23
Received

Spent & 

transferred to 

income

Closing Balance/ 

Unspent

Grant Type 2023/24 2023/24

% Spent on 

received 

amount

2023/24

MUNICIPAL INFRASTRUCTURE 

GRANT 221,342,000.00 132,806,000.00 107,841,379.68 77% 32,954,855.45

WATER & SANITATION 

INFRASTRUCTURE GRANT 85,000,000.00 68,000,000.00 35,263,233.17 51% 34,536,766.83

RURAL ROAD ASSET 

MANAGEMENT SYSTEM 2,672,000.00 1,870,000.00 1,189,058.93 64% 680,941.07

309,014,000.00 202,676,000.00 144,293,671.78 68,172,563.35
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ANALYSIS OF OUTSTANDING DEBTORS: 

 
Age analysis at the end of December 2023 
 
Reflected below is the age analysis of debtors for the months of July 2022 – December 2023 
totalling over R924 million at midyear.   

 

The municipality has adopted a strong drive to improve the collection rate in the previous 
quarter ending December 2023. Therefore, a decline is anticipated going forward on this line 
item. The revenue section being assisted by sectional heads is engaging actively with the 
debtors of different categories. The disconnection and reconnection teams have also been 
engaged by the senior management for tools of trade required so as to improve the process. 
 
From the table above, R825 million is owed by households which is 89%. Business/ 
Commercial customers owe R53 million which is 6%. The balance is owed by the state of 
R46 millon which is 5%. 
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ANALYSIS OF OUTSTANDING CREDITORS: 
 

 
 
 

 

 
 
The municipality had total outstanding creditors of R334 million at the end of December 
2023. The municipality still has a challenge of settling long outstanding debt as can be seen 
above majority of creditors are beyond 90 days. The municipality is actively engaging with 
creditors for repayment plans. The municipality has successfully finalised repayment plans 
with uMngeni Water and DWS two of our major creditors. The municipality has prioritised the 
repayment plans in order to avoid litigations. The repayment of long outstanding creditors 
was factored into the budget funding plan.  

TOP TEN CREDITORS ANALYSIS AS AT 31 DECEMBER 2023

SUPPLIER AMOUNT

UMNGENI WATER 180,500,860.50                                                 

DEPARTMENT OF WATER AND SANITATION 82,100,414.79                                                   

PHAKAMA HOLDINGS 3,447,955.88                                                     

MAGUDULELA"S FUNERAL ESTATE SERVICE 3,420,000.00                                                     

SIMPRADOOR TRADING 3,240,025.00                                                     

DEVELOPMENT AGENCY 2,285,000.00                                                     

MOTAGANE CHEM WORKS 1,901,640.00                                                     

UPHAPHELWEGWALAGWALA 1,273,826.25                                                     

MJ CONSTRUCTION 1,048,125.00                                                     

Budget Year 2022/23

R thousands

Creditors Age Analysis By Customer Type

Bulk Electricity 0100 –                   

Bulk Water 0200 –                   

PAYE deductions 0300 –                   

VAT (output less input) 0400 –                   

Pensions / Retirement deductions 0500 –                   

Loan repayments 0600 –                   

Trade Creditors 0700 1,942              4,965              3,778              4,491              313,877          329,052          

Auditor General 0800 –                   

Other 0900 –                   

Total By Customer Type 1000 16,290            3,509              5,015              4,614              305,106          334,534          

DC23 Uthukela - Supporting Table SC4 Monthly Budget Statement - aged creditors  - M06 December 

Description
NT Code 0 - 

30 Days

31 - 

60 Days

61 - 

90 Days

91 - 

120 Days

121 - 

150 Days

Total
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MIDYEAR COLLECTION RATE: 
 
The average collection rate stood at 40% at the end of December 2023 

 
 
The collection rate has fluctuated between 59% to 31% from July 2023 to December 2023. 
The municipality has prioritised the collection of revenue, further to that the collection of long 
outstanding debt. The municipality billed water and sanitation sales to the value of R169 
million and managed to collect R68 million. The municipality is still faced with challenges in 
increasing the collection rate. 
 
 The section has been able to identify factors that have negatively affected the collection of 
revenue in the previous financial year ranging from errors in billing to the lack of tools of 
trade. The necessary remedial measures have been applied through and the collection rate 
is expected to increase during the second half of the year. The municipality has also noted 
that the improvement of the level of service delivery will positively impact the collection rate, 
the municipality is committed to improving service delivery. 
 
The revenue section has also been tasked to investigate the factors that positively impacted 
the collection rate to rise to 59% in July 2023, the same measures will be employed to 
improve the collection rate in the second half of the year.  
 
 
  

Bank Balances 

The following reflects bank balances at 31 December 2023

DESCRIPTION SEPTEMBER 2023 OCTOBER 2023 NOVEMBER 2023 DECEMBER 2023

FNB MAIN ACCOUNT 62252306280 61,912,762.42    43,188,202.58    17,127,156.68       14,791,225.24              

FNB WATER ACCOUNT 62253072385 0 0 0 0

61,912,762.42 43,188,202.58 0.00 14,791,225.24

Total cash held 14,791,225.24

   

MONTH BILLING MONTHS RECIEPTS RECOVERY RATE %

June 2023 25,608,838.15 July 2023 15,146,405.33 59.15%

July 2023 30,432,078.23 August 2023 9,514,192.41 31.26%

August 2023 30,257,372.83 September 2023 12,208,941.91 40.35%

September 2023 29,957,161.76 October 2023 12,433,443.85 41.50%

October 2023 23,953,175.82 November 2023 9,529,050.56 39.78%

November 2023 28,423,891.12 December 2023 8,803,764.50 30.97%

TOTAL 168,632,517.91 67,635,798.56 40%

TOTALS

BILLING - JUNE 2023 - DECEMBER 2023 168,632,517.91

RECIEPTS - JULY 2023- DECEMBER 2023 67,635,798.56

DIFFERENCE 100,996,719.35 40%

   CONSUMER DEBTORS - PAYMENTS VS BILLING  AS AT 31 DECEMBER 2023
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ANALYSIS OF CASH & INVESTMENTS: 

 

 

The table above reflects investments as at the end of the second quarter, at the various 
institutions. The total investments at mid-year totalled R159 million. The municipality has ring 
fenced the conditional grants the conditional grants amounted to R69 million at the end of 
December 2023. 
 

Investments by maturity

Name of institution & investment ID

Opening 

balance

Interest to be 

realised

Partial / 

Premature 

Withdrawal (4)

Investment Top 

Up

Closing 

Balance

R thousands

Municipality

FNB 54,525               492                    (182,284)            182,284             55,017              

NEDBANK 1,247                 10                      (1,249)                1,249                 1,257                

INVESTEC 381                    3                        384                   

ABSA 1,615                 659                    (30,000)              123,000             95,274              

STANDARD BANK 7,605                 22                      (7,628)                7,628                 7,628                

Municipality sub-total 65,373               1,187                 (221,161)            314,161             159,560            

Ref

 

Budget Amount 

2022/23
Received

Spent & 

transferred to 

income

Closing Balance/ 

Unspent

Grant Type 2023/24 2023/24

% Spent on 

received 

amount

2023/24

MUNICIPAL INFRASTRUCTURE 

GRANT 221,342,000.00 132,806,000.00 107,841,379.68 77% 32,954,855.45

WATER & SANITATION 

INFRASTRUCTURE GRANT 85,000,000.00 68,000,000.00 35,263,233.17 51% 34,536,766.83

RURAL ROAD ASSET 

MANAGEMENT SYSTEM 2,672,000.00 1,870,000.00 1,189,058.93 64% 680,941.07

EPWP INTERGRATED GRANT 1,816,000.00 1,271,000.00 2,358,825.56 186% -1,087,825.56

FINANCE MANAGEMENT 

GRANT 2,100,000.00 2,100,000.00 288,299.28 14% 1,811,700.72

LG SETA 0.00 374,667.47 26,735.00 23% 374,515.33

314,930,000.00 206,421,667.47 146,967,531.62 68% 69,270,953.84
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Conditional Grant allocations received at mid-year were as follows: 
 

 MIG – R68 million 
 

 FMG - R 2.1 million  
 

 EPWP – 1.2 million 
 

 WSIG – R68 million  
 

 RURAL ROADS ASSET MANAGEMENT GRANT – R1.8 million 
 

 LGSETA – R374 thousand 
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STATEMENT OF FINANCIAL POSITION: 
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STATEMENT OF CASH FLOW: 

 

 The municipality exceeded receipts from service charges by 14%. (water sales and 
sanitation) 

 Receipts on other revenue show a variance of negative variance of 84%, this is due 
to the over estimation of the budgeted amount, the necessary correction will be 
effected in the adjustments budgeted. 

 Transfers - Operating, have a positive variance of 48% 

 Transfers - Capital, have a positive 31% 

 Interest earned from investments have a positive variance 48% 

 Suppliers and employees have a negative variance of 74% 

 Capital assets have a negative variance of 25%     
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Municipal manager’s quality certificate 

I Mpumelelo Mnguni municipal manager of uThukela District Municipality, hereby certify that 

the Section 72 and supporting documentation for December 2023 have been prepared in 

accordance with the Municipal Finance Management Act and the regulations made under the 

Act. 

 

Print Name:  MB Mnguni   

Municipal Manager of UThukela District Municipality (DC23) 

 

Signature:  

 

Date:  15 January 2024 

 
 
 


