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1. COUNCIL RESOLUTION 

 

Council resolves the following:  

 

• The content of the Mid-Year Budget and Performance Assessment Report and supporting 

documentation until the end of 31 December 2021 is noted. 

• It be noted that the directors ensure that the budget is implemented in accordance with the 

Service Delivery and Budget Implementation Plan projections and in accordance with the 

approved budget. 

• It be noted that any material variances in respect of projected revenues and expenditures will 

receive remedial or corrective steps based on the recommendations as to whether and adjustment 

budget is necessary. 

• Based on the content of the Mid-year budget and assessment report an Adjustment budget be 

tabled to Council for approval as per legislation. 
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To The Executive Mayor 

 

In accordance with Section 71(1) of the Municipal Finance Management Act, I submit the required 

statement on the state of Cape Agulhas Municipality’s budget implementation and the financial state of 

the municipality’s affairs reflecting the particulars up until the end of 31 December 2021. 

 

52. The mayor of a municipality— 

(d) must, within 30 days of the end of each quarter, submit a report to the council on the implementation 

of the budget and the financial state of affairs of the municipality. 

 

Section 54(1) of the MFMA requires the Mayor of a municipality to take certain actions on the receipt 

of this report to ensure that the approved budget is implemented in accordance with the projections 

contained in the Service Delivery and Budget Implementation Plan. 

 

Recommendations 

• The content of the monthly report and supporting documentation for the consolidated period 

ending 31 December 2021 is noted. 

• It be noted that the directors ensure that the budget is implemented in accordance with the 

Service Delivery and Budget Implementation Plan projections and in accordance with the 

approved budget. 

• It be noted that any material variances will receive remedial or corrective steps. 

 



7 

 

2. INTRODUCTION 

 

The purpose of this report is to comply with section 72 of the MFMA and the requirements as 

promulgated in Government Gazette No 32141 of 17 April 2009 (Municipal budgeting and reporting 

requirements). 

 

 2.1 STRATEGIC OBJECTIVE  

“To comply with MFMA priorities as well as MFMA implementation plan”.  

 

 2.2 BACKGROUND  

 

Section 72 of the MFMA and Section 28 of Government Notice 32141 dated 17 April 2009, regarding 

the “Local Government: Municipal Finance Management Act 2003 Municipal Budget and Reporting 

Regulations” necessitate that specific financial particular be reported on and in the format prescribed, 

hence this report to meet legislative compliance.  

 

Section 72 of the Municipal Finance Management Act read as follows:  

72. (1) 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 to— 

(i) the mayor of the municipality; 

(ii) the National Treasury; and 

(iii) the relevant provincial treasury. 

(2) The statement referred to in section 71(1) for the sixth month of a financial year 

may be incorporated into the report referred to in subsection (1)(b) of this section. 
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(3) 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. 

 

The focus of the mid-year report is to assess the Municipality’s performance during the first half of the 

financial year based on the approved budget and service delivery plans in respect of the 2021/22 

financial year. 

 

3. MAYOR’S SUMMARY 

 

The Budget and Reporting regulations become effective during April 2009 and the municipality is 

obliged to report in the prescribed format to National & Provincial Treasury, the Executive Mayor and 

council accordingly.  

 

3.1 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: 

o Reporting on the previous year budget. 

o Current year budget implementation; and  

o 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: 
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The municipality received a “Clean Audit” for the 2020/21 financial year.  

 

4. SUMMARY FINANCIAL ASSESSMENT 

 

Revenue performance 

Revenue for the period ending 31 December 2021 totals R207,5m of a budgeted amount of R385,4 or 

53.8% of budget amounts. December recorded information indicate that the mid-year period and overall 

performance is satisfactory and on-par. Areas of concern is the category of “Other own revenue”, but 

this will be dealt with in more details with the variance analysis below. Overperformance on investment 

revenues, mainly due to additional funds being available to invest also improved performance.  

 

Expenditure performance 

Overall expenditure reflects satisfactory performance with recorded totals of R176,3m spending of 

budgeted amounts of R394,9m. Finance charges represents a significant variance from budgeted 

amounts. This is mainly due to the payment of external financing sources (Loans) that is mostly 

processed with December as well as the June end of year timeframes.  

Employee related cost and bulk purchases represents the biggest expenditures to date with 81.1% of 

the total expenditures allocated to these categories. This is as per normal municipal business practices 

the standard pattern of spending. 

 

Capital performance 

Capital budget spending is below the proposed spending of R11.4 for the year-to-date budget of 

December with only R8.29m spend to date. The administration completed a review of all capital 

projects individually to determine the risk associated with non-spending of the capital budget. This 

revised information will be submitted as part of the Adjustment budget recommendations. To date 

capital commitments recorded on the system totals R6m. These are projects in the process of being 
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finalized with outstanding deliverables and invoice payments to finalize the projects. This is also an 

indication that the municipality should achieve planned budgeted projects since most projects is 

normally implemented over the 2nd half of the financial year.  

 

5. VARIANCE ANALYSIS BASED ON C1 BUDGET SUMMARY 

Analysis of variance on the C1 report with a 10% variance on the performance of the municipality. 

 

Financial Performances 

 

Revenue items 

 

Investment revenue (35%) 

Positive variance reported. Administration will analyze the cash position and determine whether 

adjustments is needed with the adjustment budget.  

 

Transfers and subsidies (-7%) 

Currently no risk exists with the current year grant funding with projections that all funds will be spend 

before the end of the financial year. 

 

Other own revenue (-49%) 

The bulk of the other revenues is allocated to the Traffic department relating to fine income as well as 

income collectable from Resorts. The revenue for traffic department will not be achieved and a 

complete report is being compiled to analyse the impact of the Covid as well as other factors that 

impacted the departments performance. The budget will be reviewed with the Mid-year adjustment 

budget process.  

The resorts income is on par, and the projections is not to review the income budgeted with the final 

budget totals.  

The sale of land as per Council strategic plan is also in process of being investigated. The foresight is 

that the municipality should be able to achieve the budget as per May approved budget with an upward 

adjustment of the projections. Year to date actuals of R465k against a budget of R2.5m is reported. 

 

Expenditure items 

 

Remuneration of Councillors (-19%) 

The biggest contributor to the variance is the period of National Local Government elections where 

council dissolved, and no expenditure was recorded for the relevant period. The current variance is 

based on the year-to-date budget reflecting the above norm of 10% variance.  

 

Finance charges (-74%) 

Finance charges represent the cost associated with post employee benefits, external borrowings, and 

finance leases. External loans are payable during December and June yearly. The recognition of 

finance charges relating to the budget of interest payments on external loans will also need to be 

reviewed to ensure more accurate alignment with budgeted amount. 
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Transfers and subsidies (-40%) 

The municipal social obligations, donations, bursaries as well as other monetary support to the 

community is reflected under this category. Based on the donation policy the process is to ensure a 

public invitation process of followed before funds are allocated to organisations. This is now in process 

of being finalised and spending should improve over the quarter. 

 

Other expenditures (-38%) 

All expenditure not reflected in above categories is recorded under other expenditure. This category is 

mostly the focus areas of the budget process with Cost containment measures promoted to ensure the 

spending of funds is used optimally. The limitations imposed by means of Covid lockdown restrictions 

also impact the category significantly.  

The budget for bad debts written off totals R10.1m and these transactions is mostly accounted for with 

year-end processes at the end of June. This category of expenditure also reflected under the other 

expenditure as per report.  

With the mid-year budget and assessment process the administration will focus on these categories of 

expenditures to ensure projected targets will be achieved at year-end.  

 

6. MFMA SECTION 72(b) ASSESSMENT 

 

The Accounting Officer herewith consult after assessing the municipal financial performance for the 

period 31 December 2022 herewith recommend that an Adjustment budget be tabled to council to 

review the Revenue and Expenditure as well as the Capital budget for the financial year 2021/22 

MTREF. 

 

The following reasons explanations are provided for the tabling of the Adjustment budget: 

 

Revenue Adjustments: 

• Additional grants received from the Provincial government 

• Review of the service charges projections for Water / Sanitation and Refuse services 

• Downwards adjustment to the revenue collectable for Traffic fines. 

• Review of the projected revenue from the Sale of land as per Council strategic decisions. 

 

Expenditure Adjustments: 

• Review of the Employee related cost to account for the impact of the National salary and wage 

agreement implemented. 

• Downwards adjustment to the Bad debt provision related to the Traffic fines. 

• Review of the finance charges relating to the repayment of external borrowings. 

• Review of the contracted services expenditures. 

• Review of the Transfers and subsidies expenditures 

• Other expenditure reviews. 
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Capital Adjustments. 

• Review of the Capital projects 

 

Bases on the above explanations the Accounting Officer proposed that the Approved budget be 

amended and adjusted as per Budget summary A4 below. 

This information will be consolidated and tabled to council as part of the Adjustment budget information.  

 

Investment portfolio 

The municipal investment portfolio is in a good position with Interest revenue optimally utilised. The 

budget for interest on external investments will be achieved for the financial year. 

 

Borrowing portfolio 

Administration is currently implementing a process of external financing as part of the Capital budget 

funding mix. The Long-term financial plan recommended that Council should limit the external 

borrowing to 30%, well below the National Treasury norm recommended by NT Circular 71 of 45%. The 

municipality is currently reflecting total external financing of 17% based on these norms and standards.  

This in effect means that adequate external borrowing can still be implemented. This should however 

be cautionary implemented given the current economic climate and social profile of the municipality.  

To date administration is managing the implementation of external financing considering all relevant 

factors. 

 

Detailed explanation relating to the category of expenditures and revenue items affected will be 

included as part of the Adjustment budget report tabled to Council.  
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A4 Budget summary proposed 

 

Description
 Budget 

2021/22 
 Revised Budget 

 Mid-year 

Adjustments 

 Mid-year Budget 

(Jan 2022) 

 Budget 

2022/23 

 Budget 

2023/24 

R thousand

Revenue By Source

Total Revenue (excluding capital transfers 

and contributions) 384 854 490-     384 854 490-      5 293 350-          390 147 840-        423 268 750-     460 043 900-     

Expenditure By Type

Total Expenditure 394 402 747     394 402 747      3 373 870          397 776 617        416 763 437     441 977 317     

Surplus/(Deficit) 9 548 257          9 548 257          1 919 480-          7 628 777            6 505 313-         18 066 583-       

Transfers and subsidies - capital (monetary allocations) 

(National / Provincial and District) 21 562 850-       24 478 172-        1 593 020-          26 071 192-          23 884 250-       15 412 700-       

Surplus/ (Deficit) for the year 12 014 593-       14 929 915-        3 512 500-          18 442 415-          30 389 563-       33 479 283-       

Capital Budget

Total Capital budget 53 873 187       56 841 584        129 656             56 971 240          54 856 601       40 448 175        
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7. INVESTMENT PORTFOLIO 

 

WC033 CAPE AGULHAS MUNICIPALITY

CASH FLOW INFORMATION IN TERMS OF PROVINCIAL CIRCULAR 10 & 50

DETAILS
Balance as at 01 Dec  

2021

Investments 

matured

Investments 

made

Interest 

capitalised

Month Year to date

Cape Agulhas 

MunicipalityInterest Received 

YTD -                 

Standard Bank 25 000 000              25 000 000     -                -                 67 808        387 616       

FNB -                          -                 -                -                 -              -              

ABSA (CRR) -                          -                 -                -                 -              112 562       

ABSA (ESKOM 

Deposit) 1 254 000                -                 -                1 254 000       -              -              

ABSA (ESKOM 

Deposit) 2 535 000                -                 -                2 535 000       -              -              

Nedbank -                          -                 -                -                 -              256 772       

Nedbank (CRR) -                          -                 -                -                 -              194 548       

Investec 20 000 000              20 000 000     -                -                 46 290        65 227         

-                          -                 

BANK DEPOSITS 48 789 000              45 000 000     -                -            3 789 000       114 099       1 016 725    

Movements for the month
Balance as at 31 

Dec 2021

Interest 

earned 

Interest 

earned

 
 

Investment balances is positive. The municipality implement a policy where access funds not utilised in operations are investment on monthly basis. This has proof positive as 

per the over performance of investment revenues to date.  
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8. EXTERNAL BORROWING PORTFOLIO 

 

CASH FLOW REPORT IN TERMS OF PROVINCIAL CIRCULAR 10 & 50

Name of  municipality Cape Agulhas Municipality

SUMMARY OF EXTERNAL LOANS FOR MONTH

Lending Institition Loan Number
Loan start 

date

Loan 

settlement 

date

Loan Amount
Repayment 

installment

Balance 01 

December 21

New loans 

raised
Repayments

Balance 31 

December 21

ABSA - Infrastr. (Old Nostra) 3044713107 30 June 2016 30 June 2026 1 200 000,00  200 389,14     758 043,00       93 291,54     664 751,46      

ABSA - Various 3046537820 06 July 2017 30 June 2027 2 400 000,00  385 310,66     1 704 857,00    177 809,93    1 527 047,07   

Nedbank - Infrastructure Medium Term INFRA 4 27 June 2019 30 June 2024 4 120 000,00  1 034 895,46  2 472 000,00    412 000,00    2 060 000,00   

Nedbank - Infrastructure Long Term INFRA 2 26 June 2018 30 June 2028 7 000 000,00  1 189 186,37  4 900 000,00    350 000,00    4 550 000,00   

Nedbank Asset Finance 26 June 2019 30 June 2024 2 880 000,00  723 422,07     1 728 000,00    288 000,00    1 440 000,00   

Nedbank - Infrastructure INFRA 1 26 June 2018 30 June 2023 3 000 000,00  701 338,85     1 200 000,00    300 000,00    900 000,00      

Nedbank - Infrastructure INFRA 3 27 June 2019 30 June 2029 10 000 000,00 1 769 003,84  8 000 000,00    500 000,00    7 500 000,00   

Std Bank - Motor Vehicle Fleet Medium (655414) 29 June 2021 30 June 2024 4 800 000,00  1 776 574,16  4 800 000,00    -                 199 791,00    4 600 209,00   

Std Bank - New and Upgrade Infrastructure Asset (655433) 29 June 2021 30 June 2026 2 318 000,00  548 085,44     2 318 000,00    -                 738 908,00    1 579 092,00   

Std Bank - New and Upgrade Infrastructure Long (655414) 29 June 2021 30 June 2031 27 082 000,00 3 631 866,70  27 082 000,00  -                 1 000 580,00 26 081 420,00 

Total 11 960 072,69 54 962 900,00  -                 4 060 380,47 50 902 519,53  

The bulk of the external borrowing is for long-term projects. Since council implemented the external borrowing in the funding mix of capital projects the impact on liquidity (short-term) cash 

available as well as sustainability (CRR) funding significantly improved. Payments of loans was process during December with the second instalment due in June 2022.  
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9. mSCOA IMPLEMENTATION 

 

As part of the Budget meeting the MSCOA steering committee meetings will commence with the new 

Draft budget process for the 2022/23 financial year to ensure that the municipality complies with all 

requirements relating to mSCOA implementation.  

National Treasury on a yearly basis release the new mSCOA chart for implementation. The new chart 

version 6.6 is available for release on the financial system. As per previous releases this will 

significantly impact on operations once implemented.  

Finance is in the process of ensuring pre-planning is done to limit the impact on the operations of 

Council. More details relating to the above will be communicated with the Budget memorandum 

guidelines for the 2022/23 budget. 
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10. DEBTORS MANAGEMENT / INTERVENTION 

 

Detail
 0 - 30 

Days 

 31 - 60 

Days 

 61 - 90 

Days 

 91 - 120 

Days 

 121 - 150 

Days 

 151 - 180 

Days 

 181 Days -1 

Year 
 Over 1 Year  Total 

Debtors Age Analysis By Income Source
Trade and Other Receivables fromExchange 

Transactions - Water         2 991 723        3 078 879          660 224             732 611           638 772           496 677           1 745 925           3 449 283        13 794 094 

Trade and Other Receivables fromExchange 

Transactions - Electricity       10 156 311        3 121 313          784 031             506 108           332 625           264 451           1 043 710           1 336 602        17 545 151 

Receivables from Non-exchange Transactions - 

Property Rates         4 208 717        3 006 620          525 952             920 479           275 700        2 093 935           1 876 730           3 255 189        16 163 322 

Receivables from Exchange Transactions - Waste 

Water Management         1 208 428        1 706 125          402 596             409 033           400 268           285 381              996 395           2 080 321          7 488 547 

Receivables from Exchange Transactions - Water 

Management         2 109 989        2 269 133          541 011             594 348           521 148           381 953           1 388 782           2 760 576        10 566 940 

Receivables from Exchange Transactions - Property 

Rental Debtors              70 967           644 017            31 271             238 257           372 902           146 935           1 114 731              298 484          2 917 564 

Interest on Arrear Debtor Accounts            229 653        1 027 840          186 967             148 794               8 408           122 959              881 220              997 749          3 603 590 

Recoverable unauthorised or irregular or fruitless and 

wasteful Expenditure                     -                       -                      -                         -                       -                       -                          -                          -                         -   

Other -      2 849 339           338 734            14 814               12 547               7 674             17 365              570 376              639 426 -        1 248 403 

Total By Income Source       18 126 449      15 192 661       3 146 866          3 562 177        2 557 497        3 809 656           9 617 869         14 817 630        70 830 805 

Detail
 0 - 30 

Days 

 31 - 60 

Days 

 61 - 90 

Days 

 91 - 120 

Days 

 121 - 150 

Days 

 151 - 180 

Days 

 181 Days -1 

Year 
 Over 1 Year  Total 

Debtors Age Analysis By Customer Group

Organs of State -        80 324        353 106       289 870          240 275        185 913        220 403          767 631       1 304 659       3 281 533 

Commercial      6 876 544     2 119 552       412 614          747 795        388 423        424 275        2 916 739          448 889     14 334 831 

Households    11 333 648   12 718 761     2 443 459       2 573 204     1 982 258     3 145 915        5 930 926      13 023 298     53 151 469 

Other -          3 419           1 242              923                903              903          19 063              2 573            40 784            62 972 

Total By Customer Group       18 126 449      15 192 661       3 146 866          3 562 177        2 557 497        3 809 656           9 617 869         14 817 630        70 830 805  
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The collection of debt remains a priority for the municipality throughout the financial year. The economic 

challenges and Covid 19 still have huge impact on households. 

Currently the municipality implemented the following initiatives in terms of debt collection: 

• All outstanding debt longer than 90 days has been handed over to the external service provider to 

collect as per the new SCM tender awarded. 

• Debt older than 30 to 90 days is being pursued internally by the Income department (Masakhane) 

The national norm of 95% and the municipality strives to exceed these norms. 

 

Administration / Council is also in process of investigating the possibilities of implementing a call-centre 

initiative to enhance and support the current debt collection processes with a proposed plan to review 

the current internal debt collection operations.  

More details will be provided as the analysis of information is completed. 

 

Analysing the debtor book for the month of December 2021 reflects the following important 

information: 

• The collection rate for the period ending December records at 94.81% 

• The balance decreases slightly from the previous month of R70,965,079 (November 2021). 

• Household debt is the biggest component with 75.04%. 

• Debt older than 90 days represents 48.5% or R34,3m of the total outstanding debts. 

• Debt older than 365 days represent 20.9% or R14.8m of the total debt. 

• Limited risk exists with the collection of Government debt with a total of R1.3m outstanding for 

longer than 365 days. This category is however significant small compared to total debt with a 

balance of R3.2m 

 



19 

 

 

11. COST CONTAINMENT REGULATION AND CIRCULAR REQUIREMENTS 

 

National Treasury as part of the drive for more efficient use of government resources introduced the 

Local Government: Municipal Cost Containment regulation (MCCR) promulgated on the 7 June 

2019 with effective date of 1 July 2019. 

As part of the regulation municipalities is required to report as part of the in-year reporting mechanisms 

of the MFMA to the municipal council’s relating to COST CONTAINMENT initiatives implemented. 

Numerous other requirements were also introduced that enforce reviewed of municipal policies and 

documentation as well as business processes. These will be implemented by the Chief Financial Officer 

as required.  

Below the standardised report relating to Cost containment measures implemented by the 

municipality.  

 

MEASURES
APPROVED 

BUDGET
Q1 - 30 Sept Q2 - 31 Dec Q3 - 31 Mrch Q4 - June YTD TOTAL SAVINGS % Spent

Use of Consultants     7 491 800,00      709 229,40      683 375,45                      -                        -     1 392 604,85     6 099 195,15 18,6%

Use of RME contractors     9 632 900,00   1 026 385,24   1 499 077,62                      -                        -     2 525 462,86     7 107 437,14 26,2%

Travel and subsistence       329 500,00        30 053,93        45 595,45                      -                        -          75 649,38        253 850,62 23,0%

Domestic accommodation       206 100,00        23 546,31        47 642,66                      -                        -          71 188,97        134 911,03 34,5%

Sponsorship, events and catering       204 800,00        27 121,91        52 648,63                      -                        -          79 770,54        125 029,46 39,0%

Communication       382 300,00        25 629,59        54 436,61                      -                        -          80 066,20        302 233,80 20,9%

Other related expenditures     1 037 100,00      101 695,47      179 355,74                      -                        -        281 051,21        756 048,79 27,1%

Total   19 284 500,00   1 943 661,85   2 562 132,16                      -                        -     4 505 794,01   14 778 705,99 23,4%

COST CONTAINMENT IN-YEAR REPORT

Total cost saving disclosure in the In-year report - 31 December 2021

 

 

To generate value and adhere to the spirit of the Regulation with related to the cost containment 

reporting, management will need to interrogate each individual cost item and determine whether value 

for money was received when procuring or incurring the necessary expenses.  
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12. SECTION 11 QUARTERLY WITHDRAWELS 
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14. QUALITY CERTIFICATE 

 

 


