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1. INTRODUCTION 

1.1 PURPOSE OF REPORT 

• To submit to the Executive Mayor an assessment report on the Municipality’s 

Performance covering the period 1July 2018 to 31 December 2018.  

Section 72(1) (a) of the MFMA prescribes that the accounting officer of a municipality must 

by 25 January each year assess the performance of the municipality during the first half of 

the financial year taking into account: 

(a) The monthly statements referred to in section 71 of the MFMA for the first half of 

the financial year; 

(b) 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; 

(c) The past year’s annual report and progress on resolving problems identified in the 

annual report; and 

(d) The performance of every municipal entity under the sole or shared control of the 

municipality, taking into account reports in terms of section 88 of the MFMA from any 

such entities. 

In terms of section 72(1)(b) of the MFMA, the Accounting Officer must also by 25th January 

of each year submit a report on such assessment to the mayor of the municipality, National 

Treasury and Provincial Treasury. Once the Mayor has considered the report, it must be 

submitted to Council by 31 January in terms of Section 54 of the MFMA. 

Section 72(3) of the MFMA further states accounting officer must, as part of the review: 

(a) Make recommendations as to whether an adjustment budget is necessary; and 

(b) Recommend revised projections for revenue and expenditure to the extent that 

this may be necessary.  

The mid-year performance reports and supporting tables of Prince Albert Municipality is 

prepared in accordance with MFMA Circular 13 and the Municipal Budget and Reporting 

Regulations. 
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MAYORS REPORT 

Budget Process:  

Section 53(1)(a)of the MFMA stipulates that the Executive Mayor of the Municipality 

must provide general political guidance over the budget process and the priorities that 

must guide the preparation of a budget.  
The flowchart on the budget process basically reflecting three different processes in the 

budget cycle at the same time, namely:  

• Reporting on the previous year budget;  

• Current year budget implementation; and  

• Preparation of the new financial year’s budget (including the budget estimates for 

the two outer financial years)  

 

The municipal planning and budget cycle processes consist of the following: 

 

For the period under review that is the month ending 31 December 2018 the following 

MFMA related activities was successfully complete as per legislative requirements:  

 
December 2018 

• Submit all monthly MFMA section 71 reporting.  

• Submission of the information as required in terms of the new mSCOA Regulation to 

National and Provincial Treasury.  

• New Service provider (Vesta) in process of implementing various software required 

for functioning of mSCOA regulations.  

• Verification of audited information and reconciliation of information submitted via 

the different National and Provincial treasuries platforms.  

 

 



Mid –year Budget and Performance Report 

 2018/19 

 

4 

Budget planning process 2019/2020  

Administration is in the process of planning the budget process for the 2019/20 Draft and 

Annual Budget. This will be done as per the budget timetable approved by council during 

the August 2018 council meeting.  

 

 

Following the Budget Process Timeline in respect of the budget year under review: 

 

 

Monthly Reporting:  

Monthly financial reporting as per DoRA and MFMA requirements to Council, National & 

Provincial Departments and other stakeholders have been adequately adhered to for the 

period 1 July 2018 – 31 December 2018. 

Financial Statements for the Year-ended 30 June 2018 

The municipality received an unqualified audit opinion with findings for the 2017/2018 

financial year. We will correct what went wrong and will strive to obtain a “clean audit” for 

the current financial year. 

 

 

Relevant information  

Capital Expenditure:  

Capital budget expenditures totals R9 549 294 for the period ending 31 December 2018. These 

represent a spending of 27% of budgeted amounts. The spending for capital projects is below 

projections and this impacting the municipal performance and service delivery objectives.  

Municipal infrastructure grant (MIG) funding represents the bulk of municipal capital funding. The 

projected target spending for MIG funded projects was 50% for the end of December 2018, but we 

were unable to reach the target and could only spent R2 755 927 or 38%. It is also worth noting that 

the second MIG transfer was withheld because the municipality did not reach the necessary targets. 
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MIG expenditure were below the prescribed targets on 31 December 2018 and National Treasury 

wanted to withhold the MIG transfers in terms of Section 18(1) of the DORA. 

  

i. Prince Albert Municipality’s MIG reports were mostly submitted in time although we have had 

some difficulty in uploading our claims since the MIG MIS system requirements have changed 

and have been assisted by the Provincial Office with overcoming these challenges although 

some have yet to be resolved. 
ii. As indicated in meetings with the MIG officials the tender process for the appointment of the 

contractor as on 30 December 2018 were as follows for the: 

 

•         MIS # 204052-Upgrading of Storm Water System in North End, Prince Albert: R842 170.00 

•         MIS # 204035-Upgrading of Stormwater System in Bitterwater, Leeu Gamka: R513 696.00 

•         MIS # 219827- Prince Albert New Access Road: R1 760 000 closed on 4 December 2018.   

The Bid Allocation Committee met on 14 December 2018 and awarded Tender No 172/2018 to 

Urhwebo e-Transand), subject to a 21 day appeal period which ended on 04 January 2019.  The total 

funding committed by the Prince Albert Municiplaity to these 3 projects equates to R3 115 866. 

The contractor is expected to be on-site by February 2019 to commence construction and has 

indicated a project duration of 16 weeks. 

iii. As for MIS # 204057- Leeu Gamka, Bitterwater: Upgrade of Sportsfield: R500 000, 

construction has commenced and the contractor is on-site with a total of R415 525.28 (excl. 

VAT) of the total budget already commited only an amount of R84 474.72 has not been 

commited to date. 

iv. MIS # 215762-Klaarstroom New Sidewalks: R250 000.00 and MIS # 215756 Prince Albert 

New Sidewalks R1 000 561.00  were uncommitted in the planning phase and will be 

implemented in-house commencing early February 2019. 

v. Uncomitted Funds of our MIG allocation is sitting at R1 335 035.72 which is 17.8 % of the total 

MIG allocation 
vi. Though it is understood that the Municipality did not reach the prescribed 60% spending on 

the first MIG transfer, the fact that we could not claim the indirect costs on some of the projects 

had a significant impact on the Municipality not being able to achieve the target expenditure 

at the end of October 2018. 

Projected expenditure for the Prince Albert Municipality with claims received to date as at 31 

December 2018 should be at 37%  of the total MIG allocation. 

  

Prince Albert Municipality have done our utmost to correct the shortcomings in our MIG process and 

is committed to spending our full allocation.  We respectfully request that you consider not withholding 

our MIG expenditure further as we have made the necessary committments and taken remedial steps 

where necessary.  Withholding our MIG allocation further will seriously hamper our service delivery 

initiatives as we are a small rural municipality with limited resources and we do not have enough funds 

to act as bridging finance on projects.  MIG has always succcessfully partnered with Prince Albert 

Municipality and the Departments have our full co-operation in addressing any shortcomings. 

 

It should be noted that a direct engagement with National and Provincial Treasury as well the MIG 

officials took place on 24 January 2019 and they agreed not to withhold the MIG funding further. 

callto:1%20000%20561.00
callto:1%20335%20035.72
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Operational Expenditure 

Operational Revenues 

Revenue totals of R16 469 339 of the budgeted amounts recorded for December 2018. The 

municipality to date received most of the transfers and grants as per payment agreements, except 

the CDW’s grant of R74 000 and the Thusong Services maintenances transfer of R110 000. 

Performance for revenue budget has a shortfall of 5.3% as projected for the period ending 31 

December 2018. Traffic revenue is lower than projected and the municipality will have to launch an 

initiative to collect the outstanding fines. An adjustment of the projected income will be needed in the 

Adjustment budget. 
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Section 71(1)(g) of the MFMA requires that the Accounting Officer must, when necessary, 

provide explanation of   

• Any material variances from the municipality’s projected revenue by source, and 

from the municipality’s expenditure projections per vote;  

• Any material variances from the service delivery and budget implementation plan; 

and  

• Any remedial or corrective steps taken or to be taken to ensure that the projected 

revenue and expenditure remain within the municipality’s approved budget.  
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Explanation for any deviation in excess of 10% will be provided as part of an ongoing 

process to ensure that information is relevant and useful for council’s decision making. 

(Table SC 1 have reference). 

Variances is addressed in SC1 and more information in terms of variances in the rest of the 

report. 
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Explanation:  

The capital budget perform below par for the period ending December 2018. Municipality 

reports to provincial treasury on the Top 10 capital projects on a monthly basis. For the period 

ending 31 December 2018 the top 10 projects that represents a value of R29 324 533 or 

82.93% of all capital projects records a spending of R9549 294. This equates to 27% of 

spending. Just shifting the focus on implementing the top10 projects will significantly 

enhance performance of the capital budget.  

Capital performance for the municipality reflects 27% of budgeted amounts. 
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Year to date Cash flow information reports a positive balance of R25 005m for the period 

ended December 2018.  
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Supporting Documents 
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The above ratios indicate that the municipality is financially stable and adequately funded 

to continue with its operations.  

The level of employee’s actual costs for the year to date is 30.2% which is more than the 

budgeted percentage of 24.8%. It is therefore important for council to monitor and 

managed the employee related cost effectively within the set norm between 35% and 40%.  

 

 

 



 

 



 

 

Council purchases and payments to creditors are under adequate control and paid within 

the prescribed period of 30 days. No significant problems experienced in respect of creditor 

payments during the quarter under review. 

 

 

Cash & Investment Management:  

Surplus cash is invested at approved banking institutions in accordance with prescribed 

legislation and / or cash & investment policy guidelines.  

The municipality’s bank account per bank statement reflecting a positive balance as at the 

end of December 2018. 

 

 

 

 

 

 

 



Mid –year Budget and Performance Report 

 2018/19 

 

18 

Transfers and Grants 
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Councillors and Staff benefits 
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MUNICIPAL PERFORMANCE 

The Prince Albert Municipality is proud to report that Annual Financial Statements for 2017/18 

was drafted in-house and was sent to three different consultants for review purposes. An 

unqualified audit opinion with matters has been expressed. The Auditor General indicated 

that the financial statements of the Municipality were fairly represented in all material 

aspects as it reflects the financial position of the Prince Albert Municipality as at 30 June 2018 

and its financial performance and cash flows for the year then ended. 

The position of the electrician has been filled and the successful candidate duties 

commenced on 7 January 2019. 

Council will continuously strive to fill the critical positions identified on the organogram to 

ensure continuous, equitable and sustainable service delivery. 

 

 HIGHLIGHTS AND CHALLENGES 

 

The municipality reached the prescribed milestones in respect of the preparation of mSCOA 

on 1 July 2018. Financial and human resource capacity remains one of the biggest 

challenges in this aspect.  Continued engagements with Phoenix on the implementation of 

the new accounting IT system takes place and Province is updated to ensure that the 

Municipality’s progress is sufficient to comply with all necessary requirements. 

The Municipality is on schedule with the compilation of the 2019/20 review Integrated 

Development Plan, the drafting of the budget and the review of the Spatial Development 

Framework.   

The Municipality also strengthened their public participation engagement with the 

community and continue to host four hourly slots every week on Radio Gamakaland, thus 

enabling them to communicate with the farming areas and the marginalized who cannot 

afford to buy a newspaper.  It also allows for immediate communication with the community 

and supports citizenry education on governance matters. This, combined with the bulk SMS 

messaging system has improved the interaction with our community significantly. 

The effectiveness of the communication mechanisms will be monitored via surveys such as 

the ward profile survey that are currently underway. 
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2.  PERFORMANCE ANALYSIS 

2.1 OPERATIONAL EXPENDITURE AND REVENUE PERFORMANCE 

Approximately 37% of the original budgeted operating expenditure of R84 554 million was spent as at 

the end of December 2018 and 41% of the original projected revenue of R84 721 million was raised.  

Indications are that an adjustments budget will be required as there are numerous variances in 

expenditure and revenue items that need to be addressed in the final adjustments that must be 

approved by Council by 28 February 2018. 

Items of revenue and expenditure with major deviations from the budget are as follows: 

REVENUE 

INCREASE IN REVENUE 

Revenue source and reason for such 

decrease 

Total original 

budget for 

2018/19 

Actual as at 31 

December 2018 % Variance from 

expected 50% 

R’000 

Interest received 2 978 1 831 61.5% 

Traffic Fines 3 713 1 656 44.6% 

The slow spending on capital projects have caused higher than expected bank balances.  

DECREASE IN REVENUE 

There was a decrease in revenue, especially traffic fines. 

The transfers recognised – capital decreased due to slow spending on capital grant expenses. 

 

OPERATIONAL EXPENDITURE  

DECREASE IN EXPENDITURE 

There was no decrease in expenditure. 

Expenditure item and reason for such 

decrease 

Total original 

budget for  

2018/19 

Actual as at 31 

December 2017 % Variance from 

expected 50% 

R’000 

Employee related costs 21 982 10 561 48% 

Bulk purchases 9 800 5 183 53% 
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Expenditure item and reason for such 

decrease 

Total original 

budget for  

2018/19 

Actual as at 31 

December 2017 % Variance from 

expected 50% 

R’000 

Other expenditure 47 840 14 634 31% 

Due to the fact that Eskom charges the municipality based on time of use, estimated correct 

usage is very difficult. 

The above variances will be rectified in the adjustment budget. 

 

SERVICE DELIVERY PERFORMANCE ANALYSIS 

CREATING A CULTURE OF PERFORMANCE 

(I) PERFORMANCE FRAMEWORK 

Regulation 7 (1) of the Local Government: Municipal Planning and Performance 

Management Regulations, 2001 states that “A Municipality’s Performance Management 

System entails a framework that describes and represents how the municipality’s cycle and 

processes of performance planning, monitoring, measurement, review, reporting and 

improvement will be conducted, organized and managed, including determining the roles 

of the different role players.” This framework, inter alia, reflects the linkage between the IDP, 

Budget, SDBIP and individual and service provider performance. 

The municipality adopted a performance management framework that was reviewed and 

approved by Council on 10 April 2018. 

(II) IMPLEMENTATION OF PERFORMANCE MANAGEMENT 

The IDP for 2017/18 was compiled and approved by council on 30 May 2018 per Council 

resolution 38/2018 with the budget for 2018/19 approved by Council on 30 May 2016 per 

Council resolution 39/2017.  The time table and process plan for the compilation of the IDP, 

budget and reviewed SDF was approved by Council on 30 August 2018 per Council 

Resolution 78/2018.  The organizational performance is evaluated by means of a municipal 

scorecard (Top Layer SDBIP) at organizational level and through the service delivery budget 

implementation plan (SDBIP) at directorate levels.   

The SDBIP is a plan that converts the IDP and budget into measurable criteria on how, where 

and when the strategies, objectives and normal business process of the municipality is 

implemented. It also allocates responsibility to directorates to deliver the services in terms of 

the IDP and budget. 
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The SDBIP were prepared and the Top Layer SDBIP was approved by the Executive Mayor 

and tabled at Council on 28 June 2018 and the Departmental SDBIP by the Municipal 

Manager shortly after. 

 

(III) MONITORING PERFORMANCE 

Monitoring of performance takes place as follows: 

(a) An automated mail is send via the web based system as a reminder to all staff responsible 

for updating their actual performance against key performance indicator targets by the 

20th of every month for the previous month’s performance. 

(b) The performance system administrator will ultimately remind all departments on a weekly 

basis to update their actual performance on the web based system as part of the 

ongoing monitoring of the total performance management model. At this time a 

computer generated reminder is sent via e-mail as mentioned above, reminding all KPI 

owners and users of the closing date for updating of actual performance results. Two 

closing dates are set on the automated system, on the16th as the first notice and the 

20th of each month as the second and final notice.  

(c) Monthly performance reports should be submitted and discussed with the Executive 

Mayor, but has not been done due to further development and refining of the 

performance management model. It is envisaged that monthly reports will be generated 

from the beginning of the third quarter going forward. 

(d) Only the third and fourth quarterly performance reports will be submitted to Council on 

the appropriate dates to coincide with scheduled Council meetings. The compilation 

and production of quarterly reports on performance has been frustrated. 

(e) Internal Audit (Consultant) has developed SOP`s that form the basis for all future audits 

on predetermined objectives. It is envisaged that the new and reviewed SOP`s 

document will be signed by all the relevant role-players before the end of the third 

quarter. 

 

(IV) OVERALL SERVICE DELIVERY PERFORMANCE IN TERMS OF THE TOP LAYER SDBIP 

It must be noted that the Top Layer SDBIP contains 45 KPI’s of which 21 does not fall into the reporting 

period. The table below reflects the top layer SDBIP dashboard of overall performance of the 

respective Departments from 1 June 2018 to 31 December 2018. 
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Prince Albert 

Municipality 

Performance per KPA 

Municipal 

Financial 

Viability and 

management 

Good 

Governance 

and Public 

participation 

 
Municipal 

Transformation 
and 

Institutional 
Development 

 

Local 

Economic 

Development 

Basic Service 

Delivery 

KPI Not Met  0 0 1 0 0 

KPI Almost Met 8 1  0 0 6 

KPI Met 8 1 1 2 0 1 

KPI Exceeded 0 1 1 0 2 7 

Total: 24 3 2 3 2 14 

  

 

Category Colour Explanation 
KPI's Not Met  0% >= Actual/Target < 75% 

KPI's Almost Met  75% >= Actual/Target < 100% 

KPI's Met  Actual/Target = 100% 

KPI's exceeded  Actual/Target <= 150% 

 

 

 

 

3.2 Summary and challenges 

Early indications are that the performance against the output and goals of the Service 

Delivery Budget Implementation Plan (SDBIP) are on track, with only one KPI reflecting non 

performance towards water losses.  Due to capacity constraints water losses could not be 

determined accurately during the first quarter.  The Municipality embarked on on a door-to-

door leak detection and repair campaign to address this short coming.   

The KPI’s nearly met is mostly due to the applications for free basic services that are lower 

than envisioned.  Council launched awareness campaigns in this respect and will also be 

appointing three officials on contract to do door-to-door visits on debt collection and to 

ensure that outstanding debt is collected and that everyone is aware of the indigent support 

offered by the Municipality. 

Notwithstanding the afore-mentioned challenges, the municipality met 66% of its KPI’s.   

Annexure A reflects the organisation’s performance against the national key performance 

indicators.  Attached as Annexure A is the unaudited Top Layer SDBIP for the first half of the 

financial year ending 31 December 2018 which measures the municipality’s overall 
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performance per Directorate. Annexure A is a graph of the overall departmental 

performance per department. 

Annexure A is in an excel format that reflects the performance corrective measures 

indicated for targets not achieved. Although, this report focuses on strategic service delivery 

of the municipality, Annexure A has been included to reflect the contribution and 

performance per directorate towards achieving strategic service delivery targets. 
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3. FINANCIAL PERFORMANCE ANALYSIS 

CASH MANAGEMENT 

• Revenue is collected when it is due and banked promptly; 

• Payments are made, including transfers, no earlier than necessary, with due regard 

for efficient, effective and economical programme delivery and the municipality's 

normal terms for account payments; 

• Debtors are perused with appropriate sensitivity to ensure that amounts receivable by 

the municipality are collected and banked promptly; 

• The municipality’s cash flow requirements are accurately forecasted; 

• Taking any other action that avoids locking up money unnecessarily and inefficiently, 

such as managing inventories to the minimum level necessary for efficient and 

effective programme delivery, and selling surplus or under-utilized assets in terms of 

the asset management policy; 

• Bank reconciliation is performed on a monthly basis to detect any unauthorised 

entries; and 

• Dishonored cheques are followed up immediately; and duties are separated to 

minimise the incidence of fraud. 

 

Also refer to Table C7 for more detail on cash receipts and payments for the period. 

 

OUTSTANDING DEBTORS 

Attached as Table SC3 is a summary of outstanding debtors as 31 December 2018, analyzing 

age of debtors by income source and number of days outstanding and type of consumer.  

Although, approximately 67% (R5.5 million) of the total outstanding debtors of R 8.3 million is 

more than 120 days outstanding, the Administration institute the following procedures to 

collect outstanding amounts:  

• Implemented an approved credit control and debt collection policy. 

• Cut off electricity on a monthly basis. 

• Handing over of outstanding rates and taxes to our lawyers for collection. 

• Provision is made for bad debts 
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4. ADJUSTMENTS BUDGET 

Section 72(3) of the MFMA further states that the accounting officer must, as part of the 

review: 

• Make recommendations as to whether an adjustment budget is necessary and 

• Recommend revised projections for revenue and expenditure to the extent that this 

may be necessary. 

Regulation 23 of the Municipal Budget and Reporting Regulations provides, inter alia for the 

following: 

“An adjustment budget may be tabled in the Municipal Council at any time after the Mid-

year Budget and Performance Assessment has been tabled in the Council, but not later than 

28 February of each year.  Furthermore, except under certain circumstances only one 

adjustment budget may be tabled in Council during a financial year.” 

Accordingly a report on adjustments to the budget will be submitted for consideration by 

Council before 28 February 2018.  The Top Layer SDBIP will have to be adjusted accordingly, 

but only as it pertains to monetary adjustments reflected in the approved adjustment 

budget. 

 

5. ANNUAL REPORT 

The Annual Report of the 2017/18 financial year is covered in a separate report to Council 

and will be tabled on 22 January 2019. 

As prescribed in section 72(1((a)(iii) of the MFMA the Accounting officer must assess the 

performance of the municipality in the first 6 months taking into account the past year’s 

Annual Report, and progress on resolving the problems identified in the Annual Report. The 

draft Annual Report for 2017/18 was advertised for public comment and on receipt there-of 

the Oversight Committee has compile an oversight report.  

 

6. Other Information 

6.1 Internship Programme  

As per National Treasury regulations and per Financial Management Grant (FMG) 

conditions the municipality is obliged to appoint five Finance Interns. We currently 

have one vacant position int his regard and we continuously try our utmost best 

to fill the position.  

The aim of the programme is to capacitate Finance Graduates to eventually be 

able to fill CFO and other financial posts in municipalities. The appointment is for a 

period of 24 to 36 months depending on completion of the Municipal Minimum 

Competency (MMC) training programme.  
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          6.2 SCOA implementation 

The key objectives of the Regulations on a Standard Chart of Accounts (SCOA) is to enable 

the alignment of budget information with information captured in the course of the 

implementation of the budget; improve data quality and credibility; achieve a greater level 

of standardization; improve transparency, accountability and governance through uniform 

recording of transactions at posting account level; enable deeper data analysis and sector 

comparisons to improve financial performance and the standardization of the account 

classification to facilitate mobility in financial skills within local government in order to 

enhance the ability to attract and retain skilled personnel.  

The municipality implemented the regulation from the 1st of July 2017. To date the mSCOA 

implementation is more challenging with numerous challenges experienced in terms of 

system operations and standard operating procedures.  
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7. RECOMMENDATIONS 
 

(i) That the Executive Mayor considers the report and deals with it in terms 

of Section 54 of the Municipal Finance Management Act, as detailed in 

introduction of this report. 

(ii) That an adjustment budget be approved. 

(iii) That the Top Layer SDBIP be adjusted to accommodate the financial 

changes to the budget. 

(iv) That Council strive to fill critical vacancies within their budgetary 

provision. 

 

__________________  ___________________ 

 JANNIE NEETHLING 

ACTING MUNICIPAL MANAGER   DATE 
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 SERVICE DELIVERY PERFORMANCE 

(i) ANNEXURE A — TOP LAYER SDBIP  2018/19 PER NATIONAL KPA AND ASSESSMENT OF 

TARGETS ACHIEVED 

(ii) ANNEXURE A — DASHBOARD OF OVERALL PERFORMANCE FOR  2018/19 PER NATIONAL 

KPA 


