UMTSHEZI MUNICIPALITY

MONTHLY FINANCIAL PERFORMANCE – FEBRUARY 2013
1. Purpose

To inform Council of the financial status of the municipality as at 28 February 2013 in accordance with Section 71 of the Municipal Finance Management Act 2003.

2. Overview of current financial performance

Table 1 : Operating Revenue and Expenditure for July 2012 to February 2013
[image: image1.wmf]Descriptions

Annual Budget

YTD budget

YTD Actual

% of YTD 

budget

% of Annual 

Budget

Rates

52,049,937

26,024,969

25,472,237

97.88%

48.94%

Penalties imposed and collection charges on rates

5,789,000

2,894,500

3,593,065

124.13%

62.07%

Service charges

172,328,194

86,164,097

113,712,028

131.97%

65.99%

Rental

177,305

88,653

347,258

391.71%

195.85%

Fines

301,576

150,788

20,655

13.70%

6.85%

Licences

4,818,062

2,409,031

3,112,316

129.19%

64.60%

Grants and subsidies

61,028,000

30,514,000

35,164,333

115.24%

57.62%

Other revenue

2,400,310

1,200,155

4,152,969

346.04%

173.02%

TOTAL REVENUE

298,892,384

149,446,192

185,574,861

124.18%

62.09%

Salaries

64,453,554

32,226,777

42,192,603

130.92%

65.46%

Bulk Purchases

132,211,850

66,105,925

85,332,267

129.08%

64.54%

Contracted Services

6,505,500

3,252,750

5,645,335

173.56%

86.78%

Interest Expense

2,152,500

1,076,250

2,130,419

197.95%

98.97%

Repairs and Maintenance

7,043,102

3,521,551

5,097,250

144.74%

72.37%

General Expenses

22,229,945

11,114,973

18,499,913

166.44%

83.22%

Depreciation

35,000,000

17,500,000

21,999,515

125.71%

62.86%

Other Contribution

32,669,000

16,334,500

0

0.00%

0.00%

TOTAL EXPENDITURE

302,265,451

151,132,726

180,897,302

119.69%

59.85%

Surplus (Deficit)

-3,373,067

-1,686,534

4,677,559

-277.35%

-138.67%


Figure 1 : Income from July 2012 to February 2013
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From the above table, we can see that the operating revenue exceeded the operating expenditure for the first six months of the financial year. One of the contributing factors was service charges at 131.97% of the year-to-date budget.  This is mainly attributable to the fact that the electricity consumption peaks in the first few months of the financial year, namely, July and August.  These percentages would stabalise during the summer periods and usually drops significantly in December due to the fact that many of the large businesses close for the festive season.

A matter of concern is the ratio of electricity sales to electricity purchases.  The graph below highlights the relationship between the two:

Figure 2: Electricity Sales vs Electricity Purchases
[image: image3.wmf]109,643,573.00, 56%

85,332,267.00, 44%

ELECTRICITY SALES VS PURCHASES

Electricity Sales

Bulk Purchases


The net gross profit for the electricity sales is 22,17%.   The recommended percentage from Nersa is 30% and it is likely that this percentage would worsen as a result of the 15% discount approved by Council to the Time of Use and Commercial customers.
In terms of expenditure, you can see from the graph below that the largest expenditure is bulk purchases which is 47% of total expenditure for the period.  Salaries are currently 24% of total expenditure.  
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2.2  INVESTMENTS
The investments include all unspent conditional grants and cash reserves from land sales.  Below is a table that details all the investments as at 28 February 2013:

Table 2 : Investments
[image: image5.wmf]Institution

Date invested

Investment 

Amount

Interest rate

Maturity 

date

Absa

1,242.12

Prime

-

Nedbank

22,062.70

8.53%

30/07/2016

FNB- Call Account

07/01/2003

57,553.47

Prime

-

FNB- Fixed deposits

27/05/2004

36,246.19

7.50%

28/05/2013

FNB-MIG

28/11/2000

2,496,139.87

10.25%

-

FNB- Fixed deposits

14,000.00

8%

28/05/2013

Standard Bank: Stanlib-Money Market

12,528.39

Prime

-

FNB-MSIG

2,386,963.18

Prime

-

DUNDEE MUNICIPAL

7,200.00

10%

30/06/2013

FNB-INEP

4,338,399.57

Prime

-

FNB-NDPG

5,768,009.30

Prime

-

FNB- Land Sales

1,152,526.16

Prime

-

FNB-Small Town Rehabilitation

21/02/2012

1,313,001.89

Prime

FNB- Fixed deposits

11,000.00

7.60%

07/01/2015

TOTAL AMOUNT INVESTED

17,616,872.84


2.3  BANK RECONCILIATION

Below is a table that shows the bank reconciliation as at 28 February 2013.  Much work has been done on the bank recon to reduce unreconciled items.  These have reduced considerably.  From the table below, the outstanding deposits relate to income received from debtors that were deposited directly into our bank account on the 28 February 2013.  

Table 3: Bank Reconciliation
[image: image6.wmf]Details

Amount

Cash book balance as a 28 February 2013

21,048,205.63

Outstanding  deposits

5,794,878.94

Outstanding cheques

305,047.73

Bank charges

0.00

Returned cheques

0.00

Cancelled Cheques

0.00

Transfers

0.00

Sundries

-308,159.01

Outstanding receipts

-22,766.84

Bank statement balance as at 28 February 2013

26,817,206.45


2.4. GRANT FUNDING
Spending on the conditional grants has been slow for the first few months of the financial year.  Projects that required payments were projects that were in existence at 30 June 2012 and were funded from conditional grant allocations in the 2011/2012 financial year.  National Treasury had only approved the roll overs in December as result grants spending will increase as from now on.
[image: image7.wmf]Details

Date Received

Grant Amount 

Received

Grant Amount 

Utilized

Balance

FMG

20/07/2012

1,500,000.00

598,704.09

901,295.91

NDPG

2,161,259.21

-2,161,259.21

INEP

603,715.98

-603,715.98

MIG

25/07/2012

10,230,000.00

7,813,418.16

2,416,581.84

MSIG

27/08/2012

800,000.00

800,000.00

0.00

STR

27/09/2012

9,200,000.00

4,720,822.52

4,479,177.48

TOTAL

21,730,000.00

16,697,919.96

5,032,080.04

                                    
Figure 3: Grant Funding
[image: image8.wmf]0

2000000

4000000

6000000

8000000

10000000

12000000

Grant Amount Received

Grant Amount Utilized


R 9 200 000 was received on the 27th of September 2012 for the Small Town Rehabilitation Grant.  This amount was not included in the budget and it’s been only Gazzeted in December 2012. This is included in adjustment budget that has been approved by council, NDPG has been spent due to the fact that roll over’s has been approved by National treasury and we will receive R11 113 000 for this grant as gazzeted.
We have received a Gazette in December, and it was showing  that we will not receive the grant from Housing department for the upgrade of Hostel, this has been affected our planning for this project, this is included in the adjustment budget .
2.5 CAPITAL EXPENDITURE AND REVENUE STATEMENT
Below is a table that highlights the capital expenditure for the period July 2012 to February 2013.  The expenditure is low as a result of the expenditure relating to the conditional grants as detailed above.  The roll over application was approved in December 2012 and the expenditure rate should now increase.
	DESCRIPTION


Figure 4: Capital Expenditure
CAPITAL EXPENDITURE – JANUARY 2013
[image: image9.wmf]DESCRIPTION

Annual Budget

YTD Budget

YTD Actual

YTD  Budget %

YTD Actual %

Electricity

7,281,467.00

4,247,522.42

732,006.80

58.33%

10.05%

Civil

12,618,533.00

7,360,810.92

7,323,039.85

58.33%

58.03%

Pecs

4,159,000.00

2,426,083.33

7,591,992.67

58.33%

182.54%

Corporate Services

0.00

0.00

0.00

0.00%

0.00%

Finance

0.00

0.00

0.00

0.00%

0.00%

TOTAL EXPENDITURE

24,059,000.00

14,034,416.67

15,647,039.32

58.33%

65.04%
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2.6 CREDITORS
Table 4: Top 10 Creditors
[image: image11.wmf]SUPPLIER

AMOUNT

DESCRIPTION

NO 

ESKOM

8,006,481.87

BULK ELECT

1

SIQU CONSULTING

1,512,175.20

MADULANENI

2

ULWAZI PROTECTION

1,021,398.83

SECURITY

3

SARS

1,012,206.25

SALARY

4

REFLECTIVE THINKING

999,010.50

MHLUMBA CRECH

5

ZULU CONSTRUCTION

499,169.52

WEENEN REHAB

6

AON

384,460.30

INSURANCE PR

7

MILLS FITCHET

383,676.84

VALUATION ROLL 

8

CORAL BLUE TRADING

296,400.00

SECURITY

9

DHODHA DIESELS CC

267,753.03

FUEL

10


Top ten Outstanding creditors
Table 5: Top 10 Outstanding Creditors
[image: image12.wmf]SUPPLIER

AMOUNT

DESCRIPTION

NO

MAPHATHA CONSTRUCTION

130,500.00

HIRE OF ROLLER

1

MIDLANDS ELECTRICAL

88,340.00

TAXI PROJECT

2

VALOSTAR

85,000.00

HIRE OF ROLLER

3

BUSINESS CONNEXION

23,041.65

SOFTWARE MAIN

4

IMBALI YAMANDLA DEVELO

15,200.00

JOLLY HOUSES

5

ARB ELECTRICAL

13,590.35

ELECTRICAL MATE

6

MSC AGENCIES

12,383.82

CLEANING MATER

7

ENDY CONSULTING

3,520.00

CONSULTING

8

ALOE HIRE

2,430.00

TENT FOR BUDGET

9

UMTSHEZI FARM SUPPLY

930.00

CATTLE PRODDER

10


2.7  DEBTORS AGE ANALYSIS
Table 6: Debtors Age Analysis
[image: image13.wmf]DESCRIPTION

Current

30 days

60 days

90 days

TOTAL

Electricity

10,921,450.61

1,045,955.50

681,707.25

1,817,837.44

14,466,950.80

Refuse

327,653.86

218,615.23

203,776.67

8,185,392.93

8,935,438.69

Sundry

425,093.89

70,714.62

18,609.51

3,268,102.93

3,782,520.95

Rates

2,224,061.82

1,399,700.70

1,246,204.78

46,826,549.00

51,696,516.30

TOTAL EXPENDITURE

13,898,260.18

2,734,986.05

2,150,298.21

60,097,882.30

78,881,426.74


Figure 5: Debtors Analysis
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The debtors outstanding balance is abnormally high for this time of the year.  One of the contributing factors was that the discounts of the electricity sales had not been processed as clarity needed to be sought on the interpretation of the council resolution passed on the 28th of November 2012.  All the major customers had not been paying the full bill invoiced by the municipality and this non-payment had resulted in a higher than normal outstanding debt figure.  Once the discounts have been processed, the outstanding debt will decrease. and the fact that our major customers has not yet paid as February has only 28 days, so they paid after of which definitely next month outstanding debt figure should decrease.
2.8 CREDITORS AGE ANALYSIS






Table 8: Creditors age analysis
[image: image15.wmf]DESCRIPTION

0 - 30 Days

31 - 60 Days

61 - 90 days

91 - 120 Days

TOTAL

Bulk Electricity

8,006,482.00

0.00

0.00

VAT

43,318.00

0.00

0.00

0.00

Trade Creditors

2,070,402.00

717,603.00

281,253.00

1,493,574.00

4,562,832.00

CREDITORS

10,120,202.00

717,603.00

281,253.00

1,493,574.00

12,612,632.00


2.9 ACTUAL BORROWINGS
[image: image16.wmf]                                                              EXPENDITURE STATEMENTS     

Descriptions

Annual budget

YTD budget

YTD Actual

YTD  Budget 

Percentage

YTD Actual 

Percentage

DBSA

7,200,000.00

4,800,000.00

128,290.82

66.67%

1.78%

TOTAL EXPENDITURE

7,200,000.00

4,800,000.00

128,290.82

66.67%

1.78%


[image: image17.wmf]                                                              REVENUE STATEMENTS

Descriptions

Annual budget

YTD budget

YTD Actual

YTD  Budget 

Percentage

YTD Actual 

Percentage

DBSA

7,200,000.00

4,800,000.00

0.00

66.67%

0.00%

TOTAL REVENUE

7,200,000.00

4,800,000.00

0.00

66.67%

0.00%


· The Municipality has applied for the above loan for the transformer upgrade for the electricity department. And we are still waiting for the approval for a loan from DBSA.
3. RECOMMENDATION    
That the contents of this report be noted.
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