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PART 1: BACKGROUND

1. INTRODUCTION

As required 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) Assess the performance of the municipality during the first half of the financial
year, taking into account:

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

ii.  the municipality's service delivery performance during the first half of the
financial year, and the service delivery targets and performance
indicators set in the service delivery and budget implementation plan;

iii. the past year's annual report, and progress on resolving problems
identified in the annual report; and

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

b) submit a report on such assessment, in both printed and electronic form, to-
i. the Mayor of the municipality;
ii. the National Treasury; and
iii.  the relevant Provincial Treasury.
Moreover, the accounting officer must, as part of the review:

a) make recommendations as to whether an adjustments budget is necessary:
and

b) recommend revised projections for revenue and expenditure to the extent that
this may be necessary.

Thereafter, the mayor must, in terms of Section 54. (1):
a) Consider the report;

b) Check whether the municipality's approved budget is implemented in
accordance with the service delivery and budget implementation plan;

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

d) Issue any appropriate instructions to the accounting officer to ensure-

i.  That the budget is implemented in accordance with the service delivery
and budget implementation plan; and

ii.  That spending of funds and revenue collection proceed in accordance
with the budget;

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

f) Inthe case of a section 72 report, submit the report to the council by 31 January
of each year.
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MUNICIPAL MANAGER’'S QUALITY CERTIFICATE

l, , In my capacity as the Municipal

Manager of the Chris Hani District Municipality, submit this Mid-year budget and
performance assessment report of the institution for the 2014/2015 financial year
(period 01 July 2014 — 31 December 2014). | further certify that this report has been
prepared in accordance with the prescripts of the Local Government. Municipal

Finance Management Act, 56 of 2003, and the regulations made under the Act.

Signature Date
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EXECUTIVE MAYOR’S CERTIFICATE OF
APPROVAL

l, , In my capacity as the Executive Mayor of

the Chris Hani District Municipality, hereby accept the Mid-year budget and
performance assessment report of the institution for the 2014/2015 financial year
(period 01 July 2014 — 31 December 2014). | further approve this report as required in
terms of the Local Government: Municipal Finance Management Act, 56 of 2003, and

the regulations made under the Act.

Signature Date




PART 2: EXECUTIVE MAYOR'S REPORT

December 2014 marked a year since the passing of our struggle hero and former president of
the African National Congress (ANC) and South Africa, Dr Nelson Rolihlahla Mandela. Indeed,
this continues to give us the opportunity to reflect back on the life of this struggle icon such
that we are able to learn lessons from it and use it as a foundation for the betterment of the
country. As such, the question remains, to what extent are we emulating the principles and

values to which this world leader subscribed?

Additionally, the ANC celebrates in January 2015 its 103 birthday. The 8" of January
statement is used to recommit this liberation movement to those values and principles as
outlined in the Freedom Charter. As we mark 60 years since the adoption of the Freedom
Charter, the ANC dedicates the year to the Freedom Charter. This is very important in that in
part, it reflects the principles and values Nelson Mandela had viz.; an equal society, equal

opportunity, access to services and justice for all.

All of government, from national through to local, must, therefore, work towards this common
goal and channel resources in a manner that will assist in achieving these broad objectives.
This is not any different for the Chris Hani District Municipality. In terms of this, this broad
guide coincides with the vision of the municipality as it attempts to address the monumental
task of fighting the triple burden of poverty, unemployment and inequality within its
communities. To this end, six months have passed since the beginning of the 2014/2015
financial year and this municipality has managed to deliver services and implement its
programmes in terms of the Council approved budget, IDP and other concerted and sustained
programmes of action as approved by Council.

As was noted in the report of the first quarter, the Chris Hani District Municipality has made
significant progress in achieving the targets that it had set itself. The second quarter, in
building on the success of the first, has not fallen short of this. Notwithstanding this, the Chris
Hani District Municipality remains aware of the many challenges that still beset itself and the
communities it serves and thus recognises the amount of work that still needs to be
undertaken. This constantly reminds us that ours is to carefully navigate these challenges with

a view of bringing lasting solutions to the challenges that continue to confront us.

To demonstrate the work that has been done over the first quarter of this financial year, |
present this detailed mid-year performance report of the Chris Hani District Municipality. This
report is intended to reflect on the realities confronting the municipality, the strategies and

plans that have been developed, the extent of implementation of these plans and the
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difficulties encountered as well as achievements attained. Based on these reflections, a
conclusion is reached that regardless of the challenges that confront us, through collective
efforts, we remain convinced that we are firmly set on course to delivering on the targets that

we have set ourselves.

2.1. ISSUES EMANATING FROM THE 2013/2014 AUDIT REPORT

The Chris Hani District was subjected to an intensive audit process by the Auditor General,
this in terms of the Public Audit Act, 25 of 2004. This process, as required by legislation, in the
main seeks to assess the state of finances of the municipality as well as matters relating to
internal controls, governance and predetermined objectives. Currently, the opinion of the
Auditor General is based on the audit of finances. For the previous year, the outcome of the
Auditor General remains unchanged as against that which we received during the 2012/2013
financial year. As such, for the 2013/2014 financial year, the CHDM received a qualified audit

opinion.

The outcome is based on issues relating to accumulated surplus, unspent conditional grants
and receipts, irregular expenditure, cash flow disclosure, statement of comparative and actual
information, aggregation of immaterial uncorrected misstatements as well as aggregation of
immaterial corresponding figures. The report of the Auditor General is contain in Chapter 5 of
this report.

In response to this, the CHDM has developed a comprehensive plan which seeks to address
all the matters as raised by the Auditor General. Tabulated below is the Audit Action Plan of
the CHDM:




2.2. ADJUSTMENTS TO THE BUDGET
AND SERVICE DELIVERY AND BUDGET
IMPLEMENTATION PLAN (SDBIP)

As at the beginning of the financial year, the Chris Hani District Municipal Council and
administration started operating in terms of the approved Integrated Development Plan (IDP),
Budget and Service Delivery and Budget Implementation Plan (SDBIP) for the 2014/2015
financial year. All these documents were based on the assessment of the needs of
communities and the financial position of the municipality during the preparatory phase.
However, during the assessment of the performance of the municipality over the past six
months, it has become evident that the municipality may experience challenges in its

endeavours to deliver on its targets and indicators. This is as a result primarily of the following:

The process undertaken to take over the water function from local municipalities;
Limited number of skilled personnel to deliver on some of the targets;
Challenges on project implementation;

Grants and subsidies paid;

Finance Charges Paid;

Creditor’s payments;

Grant re-allocation and cash flows;

Monthly variance reporting and monitoring of performance on cash flows; and
Misallocations in the processing of transactions (expenditure and income votes).

FREEEEE 8

Consequently, this means that some projects, programmes, indicators and targets which were
planned cannot be achieved within this financial year. It is therefore necessary, as a
recommendation, that these targets, indicators, programmes and projects are reassessed in

terms of the available resources and adjustments thereof be made.

2.3. RECOMMENDATIONS

+ That the mid-year budget and institutional performance report of the 2014/2015
financial year be accepted and noted;

+ That consideration for the adjustment of the budget and the revision to chapter 3 of the
IDP and the SDBIP be permitted.



PART 3: EXECUTIVE SUMMARY

At defined intervals, a thorough assessment of the performance of the institution is undertaken

in accordance with the various pieces of legislation that regulate local government. One such
time is the assessment of the performance of the municipality over the first half of the financial
year. This is a critical time in the performance management process as this time allows for the
Council of the Chris Hani District Municipality, together with the entire administration, to look
at what has been accomplished since the beginning of the financial year. Critical in this
process is the idea of understanding what has worked, what the challenges are and to note
the factors that contribute to the successful implementation of programmes such that where
possible, these are replicated with a view of enhancing service delivery.

It is also a critical moment in the year in that this provides an opportunity to forecast what lays
ahead for the remainder of the financial year and what needs to be done to ensure that the

municipality remains on course towards the achievement of the objectives it has set itself.
As such, the outcomes of this process allow us to, amongst other things:

+ Identify the major threats to the delivery of services;

+ Assess how the municipality’s performance has impacted on the lives of the people;

+ Revise our plans to make them practical and realistic given the operating environment;
and

4+ Put in place mechanisms to ensure that the municipality does not fail in as far as

delivering on the plans is concerned.

Indeed, upon conclusion of this process, it has been realised that there are areas where the
municipality is doing exceptionally well. Regrettably, there are those areas that remain
challenged. Following in parts 3 and 4 of this report is a detailed analysis of the performance

of the municipality, both in financial and non-financial terms.
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PART 3A: INSTITUTIONAL FINANCIAL
PERFORMANCE REPORTING

3.1. STATEMENT OF FINANCIAL PERFORMANCE

The statement of financial position lists all the Council’s Current and Non-current assets
and liabilities together with their financial values representing the economic resources of
CHDM. Table C6 is meant to improve the stakeholder’s understanding and management of

the budget, the impact it has on actual expenditure compared with the budget.

Current Assets reflect the financial assets that have a cash value and are owned by Council
and all other assets that are expected to provide financial benefit to Council within one financial
year. The financial benefit is through the rendering of services to the community, revenue
generated through water and sanitation services assets and revenue received from national
and provincial grants.

The current assets amount to R951m and the largest current assets are other debtors at R
481m which includes output VAT, service debtors from water and sanitation services revenue
and MIG debtors. This balance includes take on balances from data that was loaded on
the financial information system from local municipalities, which still has to go through
a data cleansing process to have the accurate opening balances and take into account

the audited figures.

Cash and cash equivalent at R143 million (this is the cash balance as per the primary bank
account). Call investments deposit are R365 million which is money received for conditional
grants and is unspent at the moment. The interest earned from investments improves the cash
position of the municipality. Current assets are highly liquid, meaning that they can easily be
converted into cash when required to meet short term obligations which are paying suppliers

for goods purchased and services rendered.

The current ratio is standing strong at 39,67% which indicates a healthy financial position as
the current assets are 39 times greater than the current liabilities. The liquidity ratio is sitting
at 19,42%, confirming that the municipality is liquid to meet the short term obligations. The
municipality is however not paying its creditors on time thus incurring interest which results in

irregular expenditure.

10
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The largest current liabilities are trade and payables standing at R17,2m, followed by
provisions which relate to statutory obligations for employee benefits. Current liabilities relate
to trade and other payables and amount to R17,2 m. These creditor’s balances were
constructed through expenditure vouchers as the municipality has not yet activated the
creditor's module. The implementation of the creditor's module is due for implementation

toward the end of February 2015.

Non-Current Assets are resources with a cash value which another party has made a legal
commitment to hand over to Council over a period exceeding one financial year or which
Council has procured to render basic services and these assets cannot easily be converted

into cash.

The property, plant and equipment item remains the most material resource on the statement
of financial position at R3,6b. This balance includes the water and sanitation assets used in
the provision of basic services. Infrastructural assets form 77% of the total asset register and
are mainly required to generate revenue and are crucial in service delivery for the district
municipality. The municipality should however prioritise repairs and maintenance of the
existing infrastructure assets to improve and sustain service delivery capacity of these assets
as the municipality is faced with ageing infrastructure. The depreciation calculations for the

asset register for the current year have not yet been performed.

Non-Current liabilities are legal commitments from other parties acquired to enhance service
delivery. Provisions are the largest non-current liability at R 32,8m. These are benefit
obligations which are based upon valuations obtained from actuaries for all the municipality’s

defined benefit pension plans and post-employment medical benefits.

The statement of financial position is currently showing the equity of CHDM at R4.5b all in
accumulated surplus for the month ending December 2014. Most of the equity is under fixed

assets, it is therefore a small portion that can be affected by inflation fluctuations.

11
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DC13 Chris Hani - Table C6 Consolidated Monthly Budget Statement - Financial Position - Mid-Year

2013/14 Budget Year 2014/15
Description Ref i igi j
o il I i e e

R thousands 1
ASSETS
Current assets

Cash 251333 371000 - 100 622 231978

Call investment deposits 129 043 380 444 - 365 131 217 663

Consumer debtors 50483 68 605 - 481030 376 303

Other debtors 51922 19080 - 2624 2624

Current portion of long-term receivables - - - - -

Inventory 1623 848 - 1623 1623
Total current assets 484 404 839 976 - 951 029 830 191
Non current assets

Long-termreceivables - - - - -

Investments 1500 - - 1500 1500

Investment property = = = = =

Investments in Associate - - - - -

Property, plantand equipment 3277152 3333943 - 3613934 3401110

Agricultural - - - - -

Biological assets = = = = =

Intangible assets 915 - - 915 915

Other non-current assets - - - - -
Total non current assets 3279 567 3333943 - 3616 349 3403 525
TOTAL ASSETS 3763971 4173919 - 4 567 379 4233716
LIABILITIES
Current liabilities

Bank overdraft 17 620 - - - -

Borrowing = = = = =

Consumer deposits - - - - -

Trade and other payables 164 898 231180 - 17219 17219

Provisions 6759 - - 6759 6759
Total current liabilities 189 277 231180 - 23978 23978
Non current liabilities

Borrowing - - - - -

Provisions 32878 31270 - 32878 32878
Total non current liabilities 32878 31270 - 32878 32878
TOTAL LIABILITIES 222 155 262 450 - 56 856 56 856
NET ASSETS 2 3541816 3911470 - 4510 523 4176 860
COMMUNITY WEALTH/EQUITY

Accumulated Surplus/(Deficif) 3541816 2178335 - 4510 523 4176 860

Reserves - 1733135 - - -
TOTAL COMMUNITY WEALTH/EQUITY 2 3541816 3911470 - 4510 523 4176 860

[ =)
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3.2. STATEMENT OF FINANCIAL PERFORMANCE

The statement of financial performance is used to measure performance of the institution
and also to monitor the cash flow projections. This statement summarizes revenue and
expenditure, considering cash and non-cash items that affect performance of resources. The
figures shown below are an analysis of Operating and Capital income against Operating and
Capital Expenditure. During the second quarter ending December 2014, the Municipality had
made a surplus of R96, 7m. The revenue for the quarter exceeds expenditure as per the

quarterly performance.

The figures shown below are an analysis of Operating and Capital income against Operating
and Capital Expenditure. During the month ending December 2014, the Municipality has
closed with a deficit of R11m taking into account the non-cash items (depreciation and
debt impairment). When looking at table C4 and C5 the reader might analyse that the
municipality has closed with R150m surplus though this is not the case as this if
distorted by the non-cash items that are not raised on a monthly basis on the financial

system.

DC13 Chris Hani - Mid-Year Budget Statement - Revenue and Expenditure for the period ending 31

December 2014
Budget Year 2014/15

Description Original Budget | Year to date Actual |Year to date Budget
Total Revenue (excluding capital transfers and
contributions) 1035270476 399 430 721 517 635 238
Transfers Recognised-Capital 685 561 819 334 975 629 304 583 673
Total Revenue 1720832 295 734 406 351 822218911
Less: Operating Expenditure 1189542 485 247 535 765 594 771 242
Less: Capital Expenditure 609 167 346 336782 198 304 583 673
Less: Debt Impairement & Depreciation 162 040 909
Total Expenditure 1798 709 831 746 358 872 899 354 915
Surplus or (Deficit) -77 877 536 -11 952 521 -77 136 004

The following revenue streams were budgeted for in the 2014/2015 financial year; and YTD
balances up to the month of December 2014 billing is as follows; Service charges water
revenue is R27.7 million with a variance of 93% and service charges sanitation revenue R10
million with a variance of 94,2% under billing. The municipality has taken over water and

sanitation revenue from all 8 local municipalities. The municipality is however still

13
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experiencing backlogs in the billing services revenue in six of the local municipalities.
Inxuba Yethemba, Intsika Yethu and Emalahleni are the municipalities that are still far
behind in July and August respectively whilst other LM’s are billed up to October and
Lukhanji is billed up to November 2014.

Interest earned from external investments is R12,6m doing very well as it is 41% more than
the year to date budget. This forms a positive revenue stream for the municipality thereby
improving the cash position and performance of the municipality.

Total grant Operating income is R316,9m and is 42% more than the year to date budget. This
is influenced by equitable share that is received in advance as it is not received in the fourth
guarter. Transfers and grants continue to be the largest revenue source of the district
municipality as it is clear that the services revenue was overstated on the original

budget and will need to be adjusted downwards.

The municipality managed to generate other revenue of R32m, and this is made of revenue
from, input vat from conditional grants, selling of tender documents, commission from third
party collections and rental of plant, and this revealed a huge variance of 13175% when
compared to the year to date budget. Input VAT forms a major part of the collected revenue
hence the distorted picture on the variance as there is no corresponding budget amount for
input VAT as this is only allowed during the adjustment budget.

Expenditure incurred for the period ending December 2014 by CHDM is as follows; there is
currently under spending on employee related costs with a variance of 20% compared to the
year to date budget and this is as a result of slow human resources turnaround times in filling
of vacant positions. This was also influenced by the new BTO structure which has been
budgeted for and not all appointments have been made as yet. Salaries of personnel from

local municipalities has also not been taken into account.

Councillors allowances are underspending by 9% due to the fact that the gazette is not yet
released that would inform the increase of councillors allowances. Depreciation and asset
impairment has not moved and is sitting at under 100%, due to no monthly depreciation
calculations performed by the municipality. Asset Management software was procured and
will be utilised to perform the depreciation calculations once fully installed and integrated with

the municipal financial system.

Bulk Purchases are overspending and have a variance of 13% compared with the year to date
budget, this is due to the take over of all local municipalities, whilst the DM has anticipated to

take over only two LM’s during the financial year. Contracted services of the municipality are

14
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currently under spending with a variance of 28%, this is due to the fact that consultants will be
appointed for year-end activities (like annual financial statements).

Transfers and grants to local municipalities for water services are currently below the budgeted
expenditure with a variance of 85% and this is caused by the take over as there are no claims
paid to LM’s. The other higher operating expenditure for the month of December 2014 is other
expenditure amounting to a total of R128 million with an under expenditure variance of 40%
due to slow spending on project funded through equitable share which form 49% of total other
expenditure and explanations on spending will be solicited during consultations with
departments on their projected cash flows.

The under performance in operating expenditure is however viewed positive as it will assist

the municipality to improve from the deficit position it had initially budgeted for.

DC13 Chris Hani - Table C4 Consolidated Monthly Budget Statement - Financial Performance (revenue and expenditure) - Mid-Year Assessment

2013/14 Budget Year 2014/15
Description Ref|  Audited Original Adjusted Monthly YearTD actual YearTD YTD YD Full Year
Outcome Budget Budget actual budget variance | variance Forecast

R thousands %

Revenue By Source
Property rates - - - - - - - -
Properly rates - penalties & collection charges = = = = = = - =
Service charges - electricity revenue - - - - - - - -
Service charges - water revenue - 398 644 - 277371 277371 199322 | (171585)] -86% 199 322
Service charges - sanitation revenue - 173 060 - 10 056 10 056 86 530 (76 474)F -88% 86 530
Service charges - refuse revenue - - - - - - - -
Service charges - other - - - - - - - -
Rental of faciliies and equipment 39 = = = = = - =
Interest earned - external investments 25984 18019 - 12677 12677 9009 3667 41% 9009
Interestearned - outstanding debtors - - - - - - - -
Dividends received = = = = = = - =
Fines - - - = - - - -
Licences and permits - - - - - - - -
Agency services = = = = = = - =
Transfers recognised - operational 483 494 445 065 - 316 948 316 948 222532 94 416 42% 222532
Other revenue 15 459 482 - 32012 32012 241 31771 | 13175% 241
Gains on disposal of PPE - - - - - - - -

Total R (excluding capital fers and 524 976 1035270 - 399 431 399 431 517635 | (118205); -23% 517 635

contributions)

Expenditure By Type
Employee related costs 134 215 223 850 - 89978 89978 11925 1 (21947)F -20% 111925
Remuneration of councillors 7331 9633 - 4393 4393 4817 (423)  -9% 4817
Debt impairment (1087) 228 682 - - - 114341 | (114 341)} -100% 114 341
Depreciation & assetimpairment 91602 95400 - - - 47700 (47700); -100% 47700
Finance charges 126 631 - 394 394 315 79 25% 315
Bulk purchases 13322 10762 = 4673 4673 5381 (709)} -13% 5381
Other materials - - - - - - - -
Contracted services 9197 18375 - 6 640 6 640 9188 (2547)} -28% 9188
Transfers and grants 405 924 171172 - 12978 12978 85586 | (72607)] -85% 85 586
Other expenditure 57 660 431038 - 128 478 128 478 215519 | (87040)] -40% 215519
Loss on disposal of PPE 1136 - - - - - - -

Total Expenditure 719 426 1189 542 - 247 536 247 536 594771 | (347235)| -58% 594 771

Surplus/(Deficit) (194 451) (154 272) - 151 895 151 895 (77136)] 229031 (0) (77 136)
Transfers recognised - capital 554 498 685 562 - 334 976 334 976 304 584 30392 0 304 584
Confributions recognised - capital 6025 - - - - - -
Contributed assefs = - =

Surplus/(Deficit) after capital transfers & contributions 366 073 531290 - 486 871 486 871 227 448 227 448
Taxation -

Surplus/(Deficit) after taxation 366 073 531290 - 486 871 486 871 227 448 227 448
Atributable to minorities

Surplus/(Deficit) attributable to municipality 366 073 531290 - 486 871 486 871 227 448 227 448
Share of surplus/ (deficit) of associate

Surplus/ (Deficit) for the year 366 073 531290 - 486 871 486 871 227 448 227 448

15
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3.3. Capital Revenue and Expenditure
The total capital expenditure is sitting at R336,7m and is 11% more than the budgeted

expenditure. The most contributing grants are RBIG, MIG and MWIG as the expenditure of

these grants is currently as follows compared with the allocation and with revenue received:

GRANT NAME % VS ALLOCATION % VS REVENUE
RECEIVED
RBIG 76% 160%
MWIG 76% 101%
MIG 68% 105%

Revenue recognition of these conditional grants in line with MFMA circulars is however a
challenge as these grants are spending more than the received revenue. This will however be
taken care of in the third quarter as grants will be closely monitored, not to spend more than

the received revenue.

DC13 Chris Hani - Table C5 Consolidated Monthly Budget Statement - Capital Expenditure (municipal vote, standard classification and funding -

2013114 Budget Year 2014/15
Vote Description Ref Audited Original Adjusted Monthly YearTD ) ) Full Year
Outcome Budget Budget actual YearTD actual budget YTD variance | YTD variance Forecast
R thousands 1 %
Multi-Year expenditure appropriation 2
Capital Expenditure - Standard Classification
and administrati 2799 7326 - 686 686 3663 (2977) -81% 3663
Executive and council 416 21% - i i 1097 (1027) -94% 1097
Budgetand treasury ofice 718 11567 - 514 514 578 (65) -11% 578
Corporate services 1665 3975 - 102 102 1988 (1886) -95% 1988
Community and public safety 413 1728 - 300 300 864 (564) -65% 864
Community and social services 13 1728 - 42 42 864 (822) -95% 864
4 4 4
Sportand recreation - - - - - - - -
r 4 y 4 y 4
Public safety 189 - - 49 49 - 49 #DIV/O! -
4 4 4
Housing - - = = = = - -
4 4 y 4 4 4
Health 210 - - 209 209 - 209 #DIV/O! -
y 4 4
Economic and environmental services 144 265 - 110 110 133 (23) -17% 133
4 4 4 4 4
Planning and development 144 265 - 57 57 133 (75) -57% 133
4 4 4
Road transport - - - - - - -
4 v 4 4 4 4
Environmental protection - - - 53 53 - 53 #DIV/O! -
r 4 4
Trading services 452174 599 461 - 334976 334976 299 730 35245 12% 299 730
¥ 4 4
Electricity - - - - -
r r r 4 r r
Water 451814 218238 - 138 960 138 960 109 119 29 841 27% 109 119
r r 4 y y 4 4
Waste water management 360 381223 - 196 016 196 016 190 611 5405 3% 190611
4 4
Waste management - - -
4 4 4 4
Other 388 710 710 194 516 266% 194
Total Capital Expenditure - Standard Cla 3 455 530 609 167 - 336 782 336 782 304 584 32199 11% 304 584
Funded by:
4 4 4 4 4 4 r
National Government 455 530 599 461 - 334 976 334 976 299730 35245 12% 299 730
Provincial Government -
District Municipality -
Other transfers and grants -
Transfers recognised - capital 455 530 599 461 - 334976 334976 299 730 35245 12% 299 730
Public contributions & donations 5 -
Borrowing 6 -
r r 4 4 r 4
Internally generated funds - 9707 - 1806 1806 4853 (3047) -63% 4853
Total Capital Funding 455 530 609 167 - 336 782 336 782 304 584 32199 11% 304 584
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When reviewing the Mid-Year performance of the municipality, it is possible for the Dm to fully
spend its capital budget, however adjustments will need to be made to projects that are
currently not moving.

3.4. Cash flow Statement
The table below highlights the cash flow position of the municipality for the period ending 31

December 2014. The year to date cash flow statement of the municipality depicts that the
municipality had a favourable cash position meaning available cash and receipts exceeds the

expenditure paid out.

Cash and cash equivalents to date show positive cash outlay of the municipality. The cash
flow statement has been prepared on a cash basis of accounting, this implies that it does not
take into account the accruals and liabilities of the municipality at reporting date. As at 31
December 2014 the cash flow was at R494m, this is however not taking into account unspent
conditional grants and current liabilities of the municipality as earlier indicated.

DC13 Chris Hani - Table C7 Consolidated Monthly Budget Statement - Cash Flow - Mid-Year Assessment

2013114 Budget Year 2014/15
Description Ref|  Audited Original Adjusted Monthly YearTD actual YearTD YTD YTD Full Year
Outcome Budget Budget actual budget variance | variance | Forecast
R thousands 1 %
CASH FLOW FROM OPERATING ACTIVITIES
Receipts
Ratepayers and other 32451 399 127 - 34200 34200 199563 | (165364); -83% 199 563
Government - operating 826 792 445 065 - 304 905 316 948 222532 94 416 42% 222532
Government- capital 200 255 685 562 - 257 373 334 976 342781 (7805); -2% 342781
Interest 25984 18019 12677 12677 9009 3667 | 41% 9009
Dividends - - - - - - -
Payments
Suppliers and employees (699 821) (693 658) - (234 163) (234 163) (346 829)} (112666); 32% (346 829)
Finance charges (126) (631) - (394) (394) (315) 791 -25% (315)
Transfers and Grants = (171172) = (12.978) (12.978) (85586)| (72607)] 85% (85 586)
NET CASH FROM/(USED) OPERATING ACTIVITIES 385 535 682 311 - 361619 451264 341156 | (110109)! -32% 341 156
CASH FLOWS FROM INVESTING ACTIVITIES
Receipts
Proceeds on disposal of PPE - - - - - - - -
Decrease (Increase) in non-current debtors - - - - - - - -
Decrease (increase) other non-currentreceivables - - - - - -
Decrease (increase) in non-currentinvestments (12311) - - -
Payments
Capital assels (331158) (609 167) - (336 782) (336782) (304584) 32199} -11% (304 584)
NET CASH FROM/(USED) INVESTING ACTIVITIES (343 469) (609 167) - (336 782) (336 782) (304584)1 32199 | -11% (304 584)
CASH FLOWS FROM FINANCING ACTIVITIES
Receipts
Shortterm loans -
Borrowing long term/refinancing -
Increase (decrease) in consumer deposits -
Payments
Repayment of borrowing -
NET CASH FROM/(USED) FINANCING ACTIVITIES - - - - - - - -
NET INCREASE/ (DECREASE) IN CASH HELD 42 066 73144 - 24 836 114 482 36 572 36572
Cash/cash equivalents at beginning: 191648 299 014 380 377 299014 380377
Cash/cash equivalents at month/year end: 233714 372 158 - 494 859 335586 416 949
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3.5. Debtor’s Age Analysis
The municipality has debtors ranging between 0-30 days at R177m which is 36,7% of total

debtors, 31-60 days at R8,4mrelating to 1,7% of the total outstanding debtors, 61-90 days at
R91,8m relating to 19% of total outstanding debtors and 91-120 days are amount to R202
million and that makes 42% of the total outstanding debtors. This is reflected on the table
below.

The outstanding debtors relate to water and sanitation services revenue and include the take
on balances from local municipalities. Once the billing is up to date for all local municipalities
the take on balance will be reviewed in line with the audited annual financial statements of
local municipalities to ensure the correctness of the municipal accounts and what is reflected

as outstanding debt on the accounting records.

At this stage it is still difficult to reflect on the collection rate as other consumers are paying in
advance based on their average billing as the billing is still behind on other local municipalities

as earlier indicated.

DC13 Chris Hani - Supporting Table SC3 Monthly Budget - aged debtors - Mid-Year
Description Budget Year 2014/15
pctualBad |, ment - Bad
C’o‘;e 0.30Days | 31-60Days | 61-90Days | 91-120 Days | 121-150 Dys | 151180 Dys | 181 Dys-1Yr | Over1Yr |Total :‘\’,:arlgo days g'e'h::vin":s" De:ts ito
et Council Policy

R thousands
Debtors Age Analysis By Income Source

Trade and Oher Receivables fom Exchange Transacions - Water 1200 - -

Trade and Oher Recsivables fom Exchange Transacions - Electicly 1300 - -

Receivables fom Non-exchange Transacons - Propery Rates 1400 - -

Receivables fom Exchange Transacions - Waske Water Management 1500 - -

Receivables fom Exchange Transacions - Wask Management 1600 - -

Recaivables fom Exchange Transaclons - Propery Renial Debbrs 1700 - -

Inereston Arrear Deblor Accoun's 1810 - -

Recoverable unauhorised, regular, Fuifess and wasei expendiure 1820 - -

Oter 1900 177823 8473 91867 | 202867 481030 | 202867
Total By Income Source 2000 177823 8473 91867 | 202867 - - - - 481030 | 202867 - -
2013114 - totals only - -
Debtors Age Analysis By Customer Group

Organs of S 2200 - -

Commercil 2300 - -

Households 2400 - -

Oter 2500 177823 8473 91867 | 202867 481030 | 202867
Total By Customer Group 2600 177823 8473 91867 | 202867 - - - - 41000 202867 - -

3.6. Creditors Age Analysis

The creditors ranging within 0-30 days are R3,2m, 31-60 days are R5m, 61-90days are R
4.2m. The trade creditors’ outstanding balances attract interest on overdue accounts, that
results to irregular and unauthorised expenditure as this expenditure was not budgeted for.

The municipality should strive to pay suppliers within 30 Days to avoid interest payments in
line with MFMA s65(2)(e). The municipality has however failed to meet this requirement as

there creditors that are over 30 and 90 days.
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DC13 Chris Hani - Supporting Table SC4 Monthly Budget Statement - aged creditors - Mid-Year Assessment

. Budget Year 2014/15
Description NT
Code 0- 31- 61- 91- 121- 151- 181 Days - Over 1 Total
R thousands 30 Days 60 Days 90 Days 120 Days 150 Days 180 Days 1 Year Year
Creditors Age Analysis By Customer Type
Bulk Electricity 0100 -
Bulk Water 0200 -
PAYE deductions 0300 -
VAT (output less inpuf) 0400 -
Pensions / Rerement deductions 0500 -
Loan repayments 0600 -
Trade Creditors 0700 2595 5046 4287 4690 16618
Auditor General 0800 601 - - - 601
Other 0900 - - - - -
Total By Cust Type 1000 3195 5046 4287 4690 = - - = 17219

3.7. Investments

The investment policy of the municipality requires that the municipality invests money that is
not immediately required for service delivery so that it may generate interest and improve the
liquidity and cash flow position of the municipality. The total investments of the municipality as
at 31 December amounted to R365m, and the year to date interest earned on investments

amounts to R12,6m and this is 42% over the year to date interest.

DC13 Chris Hani - Supporting Table SC5 M onthly Budget Statement - investment portfolio - Mid-Year Assessment

Typeof |Expinydateof: Accued Yield forthe | Market value | Changein | Markst value
. i Investment | investment : interest for month 1 a beginning | market vaue | atend of the
Investman ts by matu ity Penodof he month %) of the month month
Mame of matitution & investment ID Ref | Investmant
R thousands ¥ ol Montha
Muniapakly
Vikoesale Aocount Daiy Cal cal Depost 1065 2684 ToE4 284 433
MIG -FNE Daiy Cal cal Depost - &1 1982 (2202) 17 885
Prowvircial - FNE Daiy Cal cal Depost - 25 5620 2403 -3
Naoral - FNE Caiy Cal cal Depost - 20 g8 (3] 21
Csotal RegicenentS sene Dady Cal cal Dapost - 23 54453 - 4724
Municpality sub-total 1403 ko] -r4 ) 355 131
Entities
[Entitiea sub-total - - - -
TOTAL INVES TMENTE AND INTEREST 2 1 403 300 828 62 /89 385 131

3.8. Allocation and Grant Receipts and Expenditure

The table below represent the allocations, receipts and expenditure for National and Provincial

Grants. This table reflects 12,9% variance of over collection/receipting of operating grants
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compared to the year to date budget. This is due to the equitable share that is paid in advance
for the first two quarters as it is not paid in the fourth quarter.

The variance on capital grant receipts is 5,1% over receipting/collection and this is due over
payment by MWIG and MIG whilst other grants like Rural Household Infrastructure Grant and
DHS Unblocking grant are poorly performing.

The overall performance of grants is at 20,8% over collection/receipting compared to the year
to date budget. The other contributing factor to this, is payment schedule that is not taken into

account when cash flows are projected during the budget.

The operating expenditure on operating grants is below by 11,2% compared to the year to
date budget, this is due to under performance of operating projects that are funded from
grants. The capital expenditure on conditional grants is below by 2,3% due to under
performance of RHIG and DHS Unblocking. The payments from RBIG are also below the

expenditure incurred to date. Below is a tabulation of income and expenditure.
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DC13 Chris Hani - Supporting Table SC6 Monthly Budget Statement - transfers and grant receipts - Mid-Year Assessment

201314 Budget Year 2014115
Description Ref ™" Audited Original Adjusted Monthly |y pactuall YEATD YTD YTD Full Year
Outcome Budget Budget actual budget variance | variance Forecast
R thousands 9%
RECEIPTS: 12
Operating Transfers and Grants
National Government: 419 626 442 480 - 314 364 314 364 221240 93124 4 42,1% 221 240
Local Government Equitable Share 384 900 413744 = 301688 301688 206872 94816 458% 206 872
Water Services Operating Subsidy 2459 300 = 20! 29 150 (121); -80.9% 150
Finance Management 1513 1500 - 1342 1302 750 592 79.0% 750
Municipal Systems Improvement 902 934 - 16 16 467 (451); 96.6% 467
EPW Incenive 8445 9124 = 6645 | 6645 | 45621 2083 45.7% 4562
RSC Levy Replacement 3 - - - - - - - -
Rural Road AssetMS Grant 2626 2979 = 1322 1322 ] 1490 (167); -11:2% 1490
Municipal Infrastructure Grant 18781 13899 = sa22| 3322 69491 (3627); "522% 6949
EPWP = = = - =
DWA = = = = = - =
DWAF = = = = = - =
Provincial Government: 15639 2585 - 2584 2584 12031 1202 999% 1508
DEA 1349 = = = - =
DHLG & TA 2897 = =
DEDEA 300 = = = = = - =
DSRAC 4 2262 = = = = = - =
Public Works Roads & Transport 8799 - - - - - - -
Deptof Healh 2585 = 2584 | 2584 12031 1202 999% 1508
LG SETA 33 = = = = = - =
Total Operating Transfers and Grants 5 435265 445 065 - 316 948 316948 222532 0 94416 424% 222748
Capital Transfers and Grants
National Government: 589 161 685 562 - 334976 334976 3066811 157137 51% 306 681
Municipal Infrastructure Grant (MIG) 375613 264078 = 184 314 184 314 115939 1 68375 99.0% 115939
Regional Bulk Infrastructure 156 363 218238 = 108701{  103701] 89119 89119
Rural Transport Services and Infrastructure = = = = = =
Rural Households Infrastructure 4793 4000 - - - 2000 2000
Municipal Water Infrastructure Grant (MWIG) 29130 48528 = 36925 3925 | 242641 12661 522% 24 264
Water Services Operating Grant (WSOP) 15841 12000 = 1406 | 1406 | 6000 (4594); “76.6% 6000
ACIP 7420 5400 = 5044 | 5044 | 27001 2344 | 86.8% 2700
DHS Unblocking - 133318 - 35851 3585 | 66659 (63074) -946% 66 659
Other capital transfers [insert description] -

Total Capital Transfers and Grants 5 589 161 685 562 - 334976 334976 306681 15713 S51% 306 681
TOTAL RECEIPTS OF TRANSFERS & GRANTS 5 1024426 | 1130627 - 651924 651924 529213 1 110129 20.8% 529 429
( |
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DC13 Chris Hani - Supporting Table SC7(1) Monthly Budget Statement - transfers and grant expenditure - Mid-Year Assessment

2013114 Budget Year 2014115
Description Ref | Audited Original Adjusted Monthly YearTD actual YearTD YD YD Full Year
Outcome Budget Budget actual budget variance | variance | Forecast
R thousands %
EXPENDITURE
Operating expenditure of Transfers and Grants
National Government: 349 538 442 480 - 247 564 247 564 21200 26328 119% 221240
Local Government Equitable Share 305 169 413744 = 234578 234578 206872 27706 134% 206 872
Water Services Operating Subsidy = 300 = = -7 150 (150); -100,0% 7 150
Finance Management 1500 1500 - 1226 1206 | 750 46| 635% | 750
Municipal Systems Improvement 899 934 - 16 16 467 (4s1)] 968% [ 467
EPWP Incentive 36560 9124 - 7072 ro2[  ase2 2510 550% | 4562
RSC Levy Replacement f - - f -
Rural Road AssetMS Grant 2730 2979 - 1322 1322 1490 aeny| -112% 7 1490
Municipal Infrastructure Grant 13 899 -7 3322 3322 6049 (3ean) B22% | 6949
EPWP 221 = = r = - f =
DWA 2450 [ = = 29 2] = 29 | #OWIO! T =
DWAF = = = I = ! =
Provincial Government: 55692 2585 - - - 1293 | (1293) -100,0% 1293
DEA 15558 = = = = = - =
4 4
DHLG & TA 2897 = = = = = - =
Healt subsidy 2585 T 1280 (1203 1000% T q203
DEDEA 1578 - - - -7 - - r -
DSRAC - - - - -7 - 4 -
Public Works Roads & Transport 35660 - - f - - r -
LGSETA - - - - -7 - 4 -
Total operating expenditure of Transfers and Grants: 405 230 445 065 - 247 564 247 564 222 532 25032 1 11.2% 222 532
Capital expenditure of Transfers and Grants
National Government: 451814 685 562 - 334976 334 976 42781 | (7805) -23% 342781
Municipal Infrastructure Grant (MIG) 210974 264078 = 184 314 184 314 132039 | 52275 | 396% 132039
Regional Bulk Infrastructure 188 813 218238 -0 1o 103 701 100119 | (5418) 50% [ 109119
Rural Transport Services and Infrastructure - - - - - - - : -
Rural Households Infrastructure 5076 4000 = = = 2000 (2000 -1000% [ 2000
Municipal Water Infrastructure Grant (MWIG) 36598 48528 -7 s 36925 24264 12661 522% | 24284
Water Services Operating Grant (WSOP) = 12000 -7 1406 1406 6000 (4504 T66% | 6000
ACIP 10353 5400 -7 5044 5044 2700 2344 868% | 2700
DHS Unblocking = 133318 - I 3585 3585 66650 | (63074) 46% | 66659
Other capital transfers [insert description] f - - f -
Total capital expenditure of Transfers and Grants 451814 685 562 - 334 976 334 976 342781 (7 .805) -2.3% 342781
TOTAL EXPENDITURE OF TRANSFERS AND GRANTS 857044 | 1130627 - 582 540 582 540 565313 | 17227 30% 565 313
GRANT RECONCILIATION FOR THE PERIOD ENDING 31 DECEMBER 2014
GRANT NAME ALLOCATION | RECEIVED EXPENDITURE % SPENT VS INCOME | % SPENT VS ALLOCATION
Rural Households Infrastructure Grant 4000 000,00 - - 0%
Municipal Infrastructure Grant 277 977 000,00 177 957 000,00 | 187 636 273,66 105% 68%
Municipal Water Infrastructure Grant 48 528 000,00 36 396 000,00 36 925 409,24 101% 76%
Rural Transport Services and Infrastructure Grant 2980 000,00 2980 000,00 1322 007,80 44% 44%
Water Services Operating Subsidy Grant 12 000 000,00 3000 000,00 136 919,57 5% 1%
Finance Management Grant 1500 000,00 1500 000,00 1342 379,00 89% 89%
Municipal Systems Improvement Programme Grant 934 000,00 934 000,00 16 008,77 2% 2%
Regional Bulk Infrastructure Grant 218 238 000,00 103 700 712,36 165 861 260,11 160% 76%
EPWP 9 124 000,00 6 387 000,00 6 644 805,66 104% 73%
Unblocking of infrastructure projects 133 317 669,55 11206 278,82 3585 251,06 32% 3%
ACIP 3 400 000,00 1721681,34 930997,44 54% 27%
TOTALS 711 998 669,55 345782672,52 | 404 401312,31 117% 57%

3.9. Councillor and Employee Benefits
The table below reflects the councillor and employee benefits, with employees sitting at 20%

variance and councillors at 9% compared to the year to date budget. The overall under
expenditure is at 19%. This however does not take into account salaries for personnel of local
municipalities as they were budgeted for under transfers and grants and this will be dealt with
during the budget adjustment.
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DC13 Chris Hani - Supporting Table SC8 Monthly Budget Statement - councillor and staff benefits - Mid-Year Assessment

2013114 Budget Year 2014/15
Summary of Employee and Councillor remuneration Ref Audited Original Adjusted Monthly YearTD actual YearTD Y.TD YTD Full Year
Outcome Budget Budget actual budget variance | variance | Forecast
Rth d %
1 A B C D
Councillors (Political Office Bearers plus Other)
Basic Salaries and Wages 5299 5941 2655 2655 2970 (315)F -11% 2970
Pension and UIF Contributions 126 137 60 60 69 8): -12% 69
Medical Aid Contribufions 1075 1357 563 563 679 (116)}  -17% 679
Motor Vehicle Allowance 1700 1876 937 937 938 M 0% 938
Cellphone Allowance 333 322 178 178 161 170 1% 161
Housing Allowances = = = = = = =
Other benefits and allowances - - - - - - -
Sub Total - Councillors 8532 9633 - 4393 4393 4817 (423);  -9% 4817
% increase 4 12,9% -43,5%
Senior Managers of the Municipality 3
Basic Salaries and Wages 5450 6139 - 2413 2413 3069 (656); -21% 3069
Pension and UIF Contributions 302 1074 - 76 76 537 (461)} -86% 537
Medical Aid Contributions - 368 - 95 95 184 (89) -48% 184
Overtime - - - 676 676 - 676 | #DIV/O! -
Performance Bonus 401 1514 = 177 177 757 (580)§ -77% 757
Motor Vehicle Allowance 1884 1954 - m m 977 (867) -89% 977
Cellphone Allowance 190 213 - 67 67 107 (40)f -37% 107
Housing Allowances - 63 - 8 8 31 (23)f  -74% 31
Other benefits and allowances 577 92 = 10 10 46 (36); -78% 46
Payments in lieu of leave - - - 353 353 - 353 | #DIV/0! -
Long service awards - - - - - - - -
Post-reirement beneft obligations 2 - - - - - - - -
Sub Total - Senior Managers of Municipality 83804 11418 - 3986 3986 5709 (1723); -30% 5709
% increase 4 29,7% -35,2%
Other Municipal Staff
Basic Salaries and Wages 78 606 134 217 - 50 565 50 565 67108 | (16544); -25% 67108
Pension and UIF Contributions 13357 24040 - 7970 7970 12020 (4050) -34% 12020
Medical Aid Contributions 4427 11483 - 3661 3661 5742 (2081); -36% 5742
Overtime 1298 - - 1863 1863 - 1863 | #DIV/O! -
Performance Bonus (119) 9486 - 374 374 4743 (4369)f -92% 4743
Motor Vehicle Allowance 11442 22387 - 7623 7623 11194 (3571)F -32% 11194
Cellphone Allowance 1129 2121 - 769 769 1060 (291)} -27% 1060
Housing Allowances 1084 3021 - 568 568 1510 (943)}  -62% 1510
Other benefits and allowances 11240 3634 - 3287 3287 1817 1470} 81% 1817
Payments in lieu of leave 2797 - - 1005 1005 - 1005 | #DIV/O! -
Long service awards 63 2042 - 8288 8288 1021 7267 T12% 1021
Postretirement benefit obligations 2 88 - - 19 19 - 19 | #DIV/O! -
Sub Total - Other Municipal Staff 125 411 212432 - 85992 85992 106216 | (20224); -19% 106 216
% increase 4 69,4% -15,3%
Total Parent Municipality 142 747 233483 - 94371 94371 116742 | (22371)] -19% 116 742

3.10. Performance Indicators

Ratios are used to analyse trends and to interpret the municipality’s financial viability, the result
of which can prevent an undesired financial position in the future. Liquidity ratio provides an
indication of the CHDM’s ability to pay its short term debt like suppliers within twelve months
using the cash in the bank. The ratio measures the municipality’s ability to pay its short term
debts in the short-term. These ratios focus on current assets (debtors, bank and cash,

inventory) and current liabilities (trade payables and provisions).

Both Current and Acid test ratios are above the acceptable norm 2:1 at 3966,2% and 1:1 at
1942,4% resulting from the municipality’s current assets that are greater than its current
liabilities. These ratios indicate the financial viability of the institution. The ratios indicate that

the municipality has healthy working capital requirements and is thus able to pay its debts
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when due. This is as a direct consequence of the cash and cash equivalents balance being

R465,9m, while the total current liabilities are R24m.

DC13 Chris Hani - Supporting Table SC2 Monthly Budget Statement - performance indicators - Mid-Year Assessment

201314 Budget Year 2014/15
Description of financial indicator Basis of calculation Ref |  Audited Original Adjusted Full Year
YearTD actual
Outcome Budget Budget Forecast
Borrowing Management
Capital Charges to Operating Expenditure Interest & principal paid/Operating Expenditure 0,0% 8,1% 0,0% 0,2% 0,9%
Borrowed funding of ‘own' capital expenditure Borrowings/Capital expenditure excl. ransfers and grants 0,0% 0,0% 0,0% 0,0% 0,0%
Safety of Capital
Debtto Equity Loans, Accounts Payable, Overdraft & Tax Provision/ 52% 5,9% 0,0% 0,4% 0,4%
Funds & Reserves
Gearing Long Term Borrowing/ Funds & Reserves 0,0% 0,0% 0,0% 0,0% 0,0%
Liquidity
CurrentRatio Current assets/current liabiliies 1 255,9% 363,3% 0,0% 3966,3% 3462,3%
Liquidity Ratio Monetary Assets/Current Liabilities 201,0% 325,0% 0,0% 1942,4% 1875,2%
Revenue Management
Annual Debtors Collection Rate Last 12 Mths Receipts/ Last 12 Mths Billing
(PaymentLevel %)
Outstanding Debtors to Revenue Total Outstanding Debtors to Annual Revenue 19,5% 8,5% 0,0% 121,1% 73,2%
Longstanding Debtors Recovered Debtors > 12 Mths Recovered/Total Debtors > 0,0% 0,0% 0,0% 0,0% 0,0%
12 Months Old
Creditors Management
Creditors System Eficiency % of Creditors Paid Within Terms (within MFMA s 65(e))
Funding of Provisions
Percentage Of Provisions Not Funded Unfunded Provisions/Total Provisions
Other Indicators
Electricity Distribution Losses % Volume (units purchased and generated less units 2
sold)/units purchased and generated
Water Distribution Losses % Volume (units purchased and own source less units 2 90,5% 90,5%
sold)/Total units purchased and own source
Employee costs Employee costs/Total Revenue - capital revenue 25,6% 21,6% 0,0% 22,5% 21,6%
Repairs & Maintenance R&M/Total Revenue - capital revenue 0,0% 5,0% 0,0% 1,6% 5,0%
Interest & Depreciation 1&D/Total Revenue - capital revenue 17,5% 9,3% 0,0% 0,1% 1,0%
IDP regulation financial viability indicators
i. Debtcoverage (Total Operating Revenue - Operating Grants)/Debt 479,0% 479,0%
service payments due within financial year)
ii. O/S Service Debtors to Revenue Total outstanding service debtors/annual revenue 1279,7% 1279,7%
received for services
iii. Cost coverage (Available cash + Investments)/monthly fixed operational 890,5% 890,5%
expenditure

Areas that warrant possible adjustment amongst other are as follows:

4+ Review its budget and reduce the budgeted revenue for services and increase other

revenue;

+ Decrease the expenditure for equitable share programmes;

4+ Clearly cost what is funded out of equitable share programmes for transparency

purposes;

= +

Re-allocate the expenditure budgeted for under transfers and grants;

Correctly account for the salaries expenditure for local municipalities;

+ Prioritize repairs and maintenance of the existing infrastructure assets to improve

service delivery capacity of the assets since the municipality is faced with ageing

infrastructure;
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*
*

Properly projects for expenditure to be incurred to avoid underspending;

Perform data cleansing to ensure accurate accounts are kept on the debtor's module;
and

Strive to pay suppliers within 30 Days to avoid interest payments, to adhere to MFMA
s65 (2)(e) requirements that states that all creditors should be paid within 30 days.
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PART 3B: INSTITUTIONAL NON -
FINANCIAL PERFORMANCE REPORTING

For the 2014/2015 financial year, the Chris Hani District Municipality set itself targets which
seek to ensure the realisation of the broader vision and mission of the municipality. In relation
to this, various objectives were identified with specific performance indicators and targets and
clustered together in terms of the five key performance areas (KPA) of local government for
implementation during this financial year. Below is a summary of the performance of the
municipality and the financial impact of performance for the first half (first six months — July to

December) of the 2014/2015 financial year, in each of the five key performance areas.

KPA 1: BASIC SERVICE DELIVERY AND INFRASTRUCTURE
DEVELOPMENT

This KPA deals with the core functions of the Chris Hani District Municipality, viz.; the provision
of water and sanitation services, municipal health services (particularly around water quality
monitoring), housing provisioning (relating to the rectification of disaster houses), roads
maintenance (this in terms of the service level agreement entered into with the Eastern Cape
Department of Roads and Public Works), disaster management, as well as town planning
services (small towns revitalisation programme and other town planning support to local

municipalities).

In response to the development challenges facing communities in the district, the municipality
has set itself a total of 57 targets to deal with all these matters for the first half of the financial
year. During the first quarter of the financial year, it was reported that the municipality was
able to fully deliver on 71% of the set targets. For the second quarter, the municipality delivered
fully on 62% of the targets. This gives an average performance of 66% for the six months to
December 2014.

Compared to the same period in the previous financial year, (recorded average 57% for the
six months to December 2013) there is a marked 9% improvement in performance. Serious
effort must be put in place to ensure improvement in the areas of water (water take-over

programme), water service provisioning as well as the housing function.
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KPA 1: Basic Service Delivery
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The graph above suggests that whilst there is improvement in performance from the previous
financial year, the pace of delivery remains slow. Furthermore, should the municipality remain
delivery in the manner in which it does, it may not effectively deliver on set targets, particularly
those that are the core functions of the municipality (water and sanitation). As such, measures
must be put in place to ensure that the challenges experienced are alleviated such that the

basic needs of communities are met.

KPA 2: LOCAL ECONOMIC DEVELOPMENT

As the name suggests, this KPA deals with those economic related activities undertaken by
the municipality to ensure amongst others that it bolsters economic growth within the region
through creating a conducive environment for growth to ensue. As such, the areas covered
under this KPA relate to the promotion of tourism within the district, nurturing the forestry
sector, the development and preservation of heritage as well as related sites within the district,
agricultural development as well as small, medium and micro-enterprise (SMME)
development.

In relation to this therefore, the municipality set itself 29 targets for the first half of this financial
year, which, taken together, ultimately seek to change the economic fortunes of the district.
As was reported at the close of the first quarter, the municipality managed to effectively deliver
on 75% of the set targets for the quarter. 58% of the targets for the second quarter have been
achieved bringing the average performance under this KPA for the first half of the year to 66%.
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Compared to the same period in the 2013/2014 financial year, there has been a 2% decline
in performance over the first six months (recorded performance level for 2013/2014 financial
year was average 68%). Important to note is the decline recorded from the first to the second

quarter.

KPA 2: LED
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Whilst a positive trend can be seen, concern must be raised in relation to the erratic nature of
recorded performance between quarters. The decline from the previous financial year must
also be taken into consideration as this suggest that interventions are not effective. In respect
of this, programmes that are reliant on external factors, such as the conclusion of the
Environmental Impact Assessments (EIAs) for the forestry programme, as well as the sourcing
of a private partner to enter into the charcoal programme must be given due cognisance.
These necessarily impact on the performance of the municipality precisely because they are
not in the control of the municipality. Particular attention must be placed on the forestry and
charcoal programme, the heritage development programme as well as the SMME

development programme.

KPA 3: MUNICIPAL TRANSFORMATION AND ORGANISATIONAL
DEVELOPMENT

At the core of this KPA is the support function provided to ensure that the municipality is able
to implement the IDP and the Budget. This relates mainly to human resource provisioning,
labour relations, employee wellness and information communication technology (ICT) support,
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legal matters as well as Council administration (inclusive of fleet management, Council support

services and asset maintenance)

In terms of this KPA, 38 targets were set for the two quarters ending in December 2014. During
the first quarter, the municipality achieved 77% of the planned 36 targets for the quarter. With
regard the second quarter, the municipality recorded a 73% achievement. On average,
performance under this KPA is standing at 75%.

Compared to the same period in the previous financial year, it can be noted that there is a 3%

decline in performance. Notable is the decline from the first quarter to the second quarter.

KPA 3: Municipal Transformation
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The graph above indicates the marginal decline from performance recorded in the previous
financial year. The areas that need serious attention relate to the legal and administration
component, particularly on security matter, human resource systems improvements as well

as the matters relating to Electronic Document Management System.

KPA 4: FINANCIAL MANAGEMENT AND VIABILITY

Known as the function of the erstwhile budget and treasury offices, the municipality under this
KPA preoccupies itself with the critical function of ensuring that the finances of the municipality
are managed well and that the municipality complies with the provisions of the Municipal
Finance Management Act in all its financial dealings. As such, this function relates squarely to
the issues of supply chain management, asset management, expenditure management,
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municipal budgeting and revenue management as well as the preparation of the annual

financial statements.

In response to this critical support function, the municipality set itself 34 targets for the quarter
ending 30 December 2014. 17 of the targets that were set were unfortunately not met,
translating to total average performance of 50%. This shows a 3% decline compared to the

same period in the previous financial year.

KPA 5: GOOD GOVERNANCE AND PUBLIC PARTICIPATION

Under this KPA, the strategic matters of the municipality are located. This relate primarily to
issues of inter-governmental relations, communication, internal audit, performance

management, special programmes and support to the executive arm of the institution.

To respond to the coordination demands of the environment, the municipality set itself 39
delivery targets under this KPA for the first six months of the financial year. The total recorded

performance for the quarter is reflected as 70%.

Compared to the same period in the previous financial year, it can be noted that performance

remains unchanged.

KPA 5: Good Governance
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The graph above shows that there is opportunity for the municipality to improve in this area. A
number of interventions aimed at improving such performance must be put in place,
particularly in areas such as IGR coordination as well as in the public participation, customer
care and social cohesion programmes.
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OVERALL MUNICIPAL PERFORMANCE

From an organisational perspective, the municipality had set itself 190 indicators and targets
for the period to December 2014. The municipality has fully achieved on 125 of these set
indicators and targets, resulting in a net percentage performance of 65%. Such a performance
level remains very low and serious efforts must be implemented to ensure that the situation

improves.

Overall Performance Level

50%

mSD| wLED = MTOD =FMV = GGPP

The report as produced reflects performance on all 5 KPAs. Emphasis must be placed on
financial management and viability to ensure that the performance outlook improves. More
attention must be placed on targets and indicators such that the institution is better positioned

to perform on those areas it is mandated on.
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PART 4: SERVICE DELIVERY
REPORTING

This section covers service delivery targets and performance indicators for the first half of the

financial year. Detailed below is a list of performance indicators and achievements for the
first six months. The subsections are grouped as per the five key performance areas of local
government; viz: Service Delivery and Infrastructure Development, Local Economic
Development, Municipal Transformation and Organisational Development, Financial
Management and Viability as well as Good Governance and Public Participation. For further
information on the performance of each of the departments within the Chris Hani District
Municipality, with the departments being Strategic Management Services, Health and
Community Services, Corporate Services, Budget and Treasury Offices, Integrated Planning
and Economic Development (IPED) and Engineering Services, separate departmental SDBIP

performance reports are attached as Annexure A

CONCLUSION

This document represents the Chris Hani District Municipality’s detailed report back to citizens

and stakeholders on the municipality’s performance over the first six months of the 2014/2015
financial year (01 July 2014 — 31 December 2014). This report provides a lens through which
scrutiny of the progress and performance of the municipality can be made in terms of
assessing achievements in efforts to realise the objectives as set by Council. As such, this
report not only reflects on milestones and challenges experienced, but also on the ongoing
commitment to progressively deepen accountability to citizens of the whole of the Chris Hani
District area.



