
15. SUBMISSION OF MID-YEAR ASSESSMENT REPORT IN COMPLIANCE WITH
SECTION 72 OF THE MUNICIPAL FINANCE MANAGEMENT ACT, ACT 56 OF 
2003 (MFMA) AS WELL AS SECTION 23 OF THE LOCAL GOVERNMENT 
MUNICIPAL BUDGET AND REPORTING REGULATIONS (MBRR)
(Directorate: Budget and Treasury)

1. STRATEGIC THRUST

The Rustenburg Local Municipality has adopted the following Strategic Thrust:
To ensure sustainable municipal financial viability and management
Upholding good governance and public participation co-principles

2. PURPOSE OF THE REPORT

The purpose of the report is to submit to Council the mid-year Budget Assessment Report 
in compliance with Section 72 of the Municipal Finance Management Act No. 56 of 2003 
(MFMA) as well as Section 23 of the Local Government: Municipal Budget and 
Reporting Regulations (MBRR).

3. EXECUTIVE SUMMARY
3.1 BACKGROUND

Section 72(1) of the Municipal Finance Management Act (MFMA), Act 56 of 2003, 
states that 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 (of the MFMA) for the first half of the 
financial year.

(ii)
and the service delivery targets and performance indicators as set in the service delivery 
and budget implementation plan,

(iii)
annual report

(iv) the performance of every municipal entity under the sole or shared control of the 
municipality, taking into account the report in terms of section 88 from any entities.

b) submit a report on such assessments to
(i) the mayor of the municipality
(ii) the National Treasury; and
(iii) the relevant Provincial Treasury

Section 72 (3) further stipulates that as part of the assessment, recommendation must be 
made whether an adjustment budget is necessary, taking into consideration the revised 

The mid term budget and performance must be consistent with the monthly budget 
statements on the implementation of the annual budget in accordance with the Service 
Delivery Budget and Implementation Plan (SDBIP) for the first half of the financial year 
and be submitted to the Executive Mayor, National Treasury and relevant Provincial 
Treasury



The report is in line with the Municipal Budget and Reporting Regulation under Schedule 
C and includes all the required tables, charts and explanatory information. The 
Regulation further prescribes the report must be public by placing it on the municipal 
website within 5 working days.

The accounting officer must also, in terms of section 72 (3) of the MFMA, make 
recommendations as to whether an adjustments budget is necessary and recommend 
revised projections for revenue and expenditure to the extent that it might be necessary.

4. DISCUSSION

The operating revenue realised for the first six months ending 31st December 2019 is 
R2,379 billion to the projected revenue of R2,599 billion for the same period. Revenue 
generated is below the projected 50% of the yearly budget of R5,198 billion by R220 
million (8%).

The operating expenditure incurred for the first six months ending 31st December 2019
is at R2,413 billion to the projected expenditure of R2,520 billion. Expenditure incurred 
is below the projected 50% of the yearly budget of R5,041 billion by R107 million (4%).

Capital expenditure for the mid year is R191 million (24,3%), which is below the  
budgted capital expenditure to date of R394 million (50%) by R203 million (52%).

The municipality realised operating deficit of R34 million during mid year.

to the report is a monthly budget statement (Financial 
Performance Expenditure) for the first six months ending the 31st December 2019.  The 
actual results are compared to the budget and contain the percentage for year to date 
budget revenue and revenue received (billed) as at 31st December 2019.  The annexure 
also has the projected figures for the full year forecast.  

contains the list of Capital Budget per standard classification 
and trend. The Capital Expenditure for the first six months of the 2019/2020 financial 
year is which ended at the 31st December 2019 is standing 24,32% which in monetary 
value is at R191 million.  The mentioned expenditure of R191 million does not include 
shadow cost (cost committed such as orders already placed but not yet paid). 

to the report is a monthly budget statement (Aged Debtors) 
for the first six months ending the 31st December 2019.

to the report is a monthly budget statement (Aged Creditors) 
for the first six months ending the 31st December 2019.

--- The detailed financial performance report for the six months that depicts the overall 
performance of the Rustenburg Water Services trust is attached as Annexure B.

5. OPERATING BUDGET RESULTS

5.1 OPERATIONAL REVENUE

The actual revenue received or billed is below the anticipated projected revenue by 8%.
The main contributors to this underperformance are services charges and other revenue 
(Fines, Licensing, Agency Fees, Gains on Disposal of PPE, etc).



Implementation of the new financial system resulted in various challenges on the revenue 
management cycle, billing discrepancies due to an unreconciled valuation roll uploaded 
on the financial system, failure to take on prior customer balances, failure to issue 
clearance certificates, challenges with meter information and customer accounts balances 
which led to various impediments in implementation of credit control in debt collection 
processes.

Furthermore, the system generated financial reports are still a challenge to reconcile, thus 
subsidiary ledgers and registers were used to incorporate some of the data.

Mid-year accumulated year to date revenue performance is as follows:

Property rates 

Property rates is favourable by R7,9 million (4%) which is indicative of positive 
exercise in ensuring completeness of rateable properties. 

Services Charges

Electricity charges: Actual year to date billed electricity revenue is at R911 million. It 
is below the projected revenue by R215 million (19%). The performance of this 
revenue source has been influenced by various factors, which included, significant scale 
down by Glencore operation during August 2019 and electricity losses (tempering 
(blockage of prepaid meters as credit control) and illegal collections). As these factors
are progressively addressed, performance is expected to improve and hoping that 
Glencore operation will remain stable.

Water revenue is unfavourable by R56,5 million (18%) to the projected revenue for 
the period. This is indicative on incomplete billing and water losses. This revenue 
source is seasonal as the usage for the first 2 months of the financial period is less.



Water losses and incomplete billing are addressed through water meter audits and water 
conservations and demand management programmes.

Sanitation charges performance is within the budget projection for the period to date.

Refuse revenue are unfavourable by R20 million (24%) mainly on waste removal 
services. The projected revenue need to be assessed and possibly revised based on 
number of households that are serviced or incompleteness of billing addressed. This
service charge needs to be reassessed during budget adjustment.

Other Revenue
Rental of Facilities
Revenue realised from Rental of Facilities as at 31st December 2019 is below the half 
yearly projected revenue by R777 thousand (13%). Revenue enhancement measures has
unfolded during October and November 2019 to ensure complete billing and collection 
of rental revenue.

Interest on Long Outstanding Debtors

The performance to date is above the anticipated revenue to date by R82 million. This 
revenue source is influenced by revenue collection/receivable balance at every billing 
period. 

Fines, Penalties and Licence and Permits

The two items (Fines, Penalties and Licence and Permits) are unfavourable by R14
million (98% averagely) which can most possibly be to incorrect allocation or 
unallocated revenue charges and unrealistic projections. These revenue sources need to 
be reassessed during budget adjustment for possible adjustment to projections.

Agency Fees Services

Agency fees are unfavourable by R41,6 million (63%). This is possibly due to low 
turnout in licencing services for the period than anticipated. We must also note that 
80% portion of what the municipality collects is paid to the Provincial Government for 
vehicle testing and licenses and the municipality only keep 20%. This revenue source 
needs to be reassessed during budget adjustment for possible adjustment to projections.

Transfers and Subsidies

Operating grants and subsidies are performing accordingly.  The equitable share is split 
between the respective service departments based on the provision for doubtful debts. 
To this date, two tranches (in July and December 2019) have being received by the 
municipality. Also, the Financial Management Grant has been received and the 
Extended Public Works Programme allocation are also been allocated accordingly as 
per the payment schedule. 

The variance is mainly due anticipated allocation spread over 12 months while actual 
receipt is in 3 tranches.



Other Revenue

Other Revenue is performing below the anticipated revenue, with the year to date 
unfavourable variance of R6,6 million. The sundry income is expected to improve as 
operations pick up in the last half of the financial period.

Gain on disposal of PPE

The Item is unfavourable by R84 million as sale of identified properties has not 
progressed well. This item need to be reconsidered during budget adjustment.

OPERATING EXPENDITURE
The following table is indicative of year to date expenditure compared to the approved 
budget for the period ended 31st December 2019.

Employee relates cost

Wages and Salaries have unfavorable variance of R8,9 million (2%), due to insufficient 
management of overtime, acting allowances and difference in budgeted average salary 
increase rate (6.2%) compared to approved salary increase by bargain council (6.5%). 
Introduction of shift system and management of overtime would improve the 
performance, while adjustment due to salary increase rate should be considered in budget 
adjustment.

Remuneration of councillors
Performance of this line item is with the budget projections with 0% variance.

Debt Impairment

Debt impairment budget has been prorated over 12 months on actual figures, thus no 
variance. The final calculation of debt impairment usually happens at the end of the 
financial year during Annual Financial Statement preparation process.



Depreciation
Depreciation is processed on assets for the period is less than projected depreciation by 
10% due to programmed calculation that does not take into account the conditions of 
assets on month to month basis. Reliable calculations of depreciation are performed at
year end in line with the conditional assessment for assets.

Repairs and Maintenance

Repairs and maintance and contracted services spending remains a concern. The 
spending is not as anticipated/projected. Due to low revenue collection, lower spending 
has positive impact on commitments. It is below the projected prorata by R102 million. 
No adjustment should be made as welfare of assets is dependent on its maintanance.

Bulk Purchases

Bulk Purchases is performing relatively within the budget projection, with mere R17 
million unfaourable balances considering that bulk purchases is highest expenditure 
line item in the budget.

Contracted Services

Contracted service has unfavourable variance of R17million (14%) to budgted 
projections which could be to contract expensions and rolled over commitments from 
previous year that were not budgted. Commitment on this line item will be monitored to 
reduce spending in line with current cash flow or revenue collection.

Transfer and subsidies

Transfers and Subsidies is paid on quarterly and biannual. Variance of of 81% is expected 
as budget is spread over 12 months.

General Expenditure

General expenditure exceed the projected expenditure for the period by R20 million 
(12%). Expenditure on this line item need to be monitored closely to avoid unauthorised 
expenditure. Commitment on this line item will be monitored to reduce spending in line 
with current cash flow or revenue collection.

6. CAPITAL EXPENDITURE

Detail results per unit are contained in 
Statement Capital Expenditure). The expenditure of Capital budget is at 24% (R191
million). A capital budget to the amount of R788 million was approved by Council for 
the 2019/2020 financial year. 

---- Attached below is the Capital Expenditure by municipal vote, function and classification:



Funding Source of the Capital Expenditure

The current capital budget projected projects are funded from Grant (National and 
Provincial), Borrowings (which is not yet acquired) and projects that will be paid from 
internal reserves that will be raised during the year.

Borrowing acquisition process will need to be fast track to avoid roll over of project to 
be funded from these funds.

Focus and pressure needs to be put on all the Directorates to start putting more efforts in 
terms of the new capital acquisition. The results of this under-spending are hampering on 
the main objectives and core business of the municipality which is to provide service to 
the communities around Rustenburg Local municipality. Directorates must put proper 
plans as to how they are going to start spending and implementing their capital budget 
requirements to deliver in order to can be able to deliver the expected municipal services. 
For projects that are funded by Grants, Directorates are encouraged to spend on capital 
projects in order to avoid applying for roll-over next financial year.



National Treasury has approved the 2018/2019 Conditional Grants Roll Over application 
and that will have to be incorporated into the budget through an Adjustment Budget.

7. DEBTORS AGING FOR DECEMBER 2019

cash, the success or effectiveness of the credit control, rating, and tariffs policy, the 
possibility of viability problem being encountered when analyzing the imbalance 
between actual revenue received and actual expenditure. 

Aged Debtors)
age analysis as at the end of December 2019 for the 2019/2020 financial year. The 
outstanding consumer debtors as at 31st December 2019 is R5 249 billion. 

As at the end of December 2019, Organ of States owed municipality R116 million, 
Households owed R4 billion, Business/Commercial owed R768 million while other is at 
R319 million.

Debt collection and credit control measure need to be intensified to collect all collectable 
debt and all identified uncollectable debt should be submitted to council for write off 
consideration.

8. CREDITORS AGING FOR DECEMBER 2019

Budget Statement Age Creditors) is a 

The below table depicts creditors analysis for the period



Creditors should be paid within 30 days as stipulated by the MFMA except where there 
are disputes between the municipality and the creditor. Outstanding sundry creditors as 
at 30th December 2019 is at R444 million.

9. INVESTMENT REGISTER

Investment made with the various financial institutions are strictly in compliance with 
Municipal Finance Management Act and in terms of the Investment Framework Policy 
and Guidelines.

The total value of investments for the Parent Municipality as at 31st December 2019 is 
approximately R22 083 904,73 million.

10. BORROWINGS

The municipality is currently servicing few existing loans with different institutions 
(DBSA, ABSA and INCA). 
Below summary Loan Register:



The table below indicates the 2019/20 Loans Repayment Register for both Capital and Interest 
portion

DBSA - Structured secured 15-year loan for various purposes.  Original loan capital of 
R308 000 000. Drawdown of R 200 million was transferred on April 2014. Another 
drawdown was transferred on October 2014.  Interest is repayable semi-annually in at 
fixed rate interest.
Structured secured 15-year loan for various purposes.  Original loan capital of R150 000 
000. Drawdown of R 150 million was transferred on February 2015. Interest is repayable 
semi-annually in at fixed rate interest.
INCA - Original loan capital of R50 000 000.  Bears interest at 13.82% per annum and 
repayable in equal instalments of R4 002 068 at the end of February and August every 
year, with the last instalment payable on 29 February 2024.
Absa Loan (1064) - Original loan amount was R 20 000 000 for the 3 drawdowns 
respectively. Bears interest from first draw down at 11.92%, 12.02% and 12.14% per 
annum respectively, with equal instalments of R 1447 592, R 1 455 506 and R 1 465 020 
payable at the end of November and May every year, with the last instalment payable 15 
years from date of draw down.



11. CONCLUSION

In light of the above financial assessment and forecasting figures on the annual budget 
on the first six month ended 31st December 2019 of the 2019/2020 financial year, it is 
recommended that an adjustment budget for 2019/2020 is required to cater for the shift 
of funds between votes. The adjusted budget will be submitted to Council by the end of 
February 2019.



RECOMMENDED:     ACTION

1. This Report on the submission of the Mid-Year Budget Assessment in 
compliance with Section 72 of the Municipal Finance Management Act 
No. 56 of 2003, as we as Section 23 of the Local Government: Municipal 
Budget and Reporting Regulations (MBRR) be noted;

ALL

2. That an adjustments budget is necessary to address all the mentioned issues 
in the report;

ALL

3. That the Mid-Year report submitted to both National Treasury and 
Provincial Treasury;

BTO

4. That the Mid-Year report be made public in line with requirements of 
Section 21(A) of Municipal Systems Act of 2000 within five (5) days of 
approval by Council.

-------------

BTO


