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The purpose of this report is to comply with section 72 of the Municipal Finance Management Act
(MFMA) and the requirements as promulgated in the Government Gazette No 32141 of 17 April
20009.

2. STRATEGIC OBJECTIVE
To ensure good governance, financial viability and optimal institutional transformation with
capacity to execute its mandate.”

3. BACKGROUND

Section 72 of the MFMA requires that the (1) 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 statement 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 years annual report, and progress on resolving problems identified in the annual
report; and
(iv) the performance of evert 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 the mayor of the municipality, the national treasury
and 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

(3) The Accounting officer must, as part of the review make recommendations as to whether an
adjustment budget would be necessary; and recommend revised projections for revenue and
expenditure to the extent that this may be necessary.

4. RECOMMENDATIONS

(1)

(2)

(3)

That, in compliance with, Section 52(d) and Section 72 of the MFMA and in terms of
Government Notice 32141 dated 17 April 2009, regarding the “Local Government: Municipal
Finance Management Act 2003 Municipal Budget and Reporting Regulations” the preliminary
financial results regarding the operating and capital budgets for the 06" month of the 2017/18
financial year, and supporting documents as required by National Treasury (Schedule C) be
submitted to Full Council Committee.
In order to comply with Section 31(1) of the Government Gazette No 32141 of 17 April 2009
this report be submitted to the National Treasury and the relevant Provincial Treasury within
five days of tabling of the report in the council, in both a Council approved document and in
electronic format.
That the Committee approves the following:

3.1 Surplus for the period ending 31 December 2017 is R56.3 million.

3.2 Cash &Cash Equivalent for the period ending 31 December 2017 is R 143.7 million.

3.3 Capital Expenditure for the period ending 31 December 2017 is R 110.4 million.

3.4 Trade Payables for the period ending 31 December 2017 is R 2.7 million.

3.5 Trade Receivables for the period ending 31 December 2017 R 468 million.

3.5 Unspent conditional Grants for the period ending 31 December 2017 is R 84.6 million.
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1. Mayor’s Report

For 2016/2017 we take pride in progress reporting over programmes and projects implemented within
uMgungundlovu District Municipality. There is clear evidence of service delivery and footprints of lives that have
been changed, with a record of 93% of 272 666 households (of the 1 095 865 populations already accessing clean
piped water, with 96% of decent sanitation. In past two terms in Office uMDM has received 5 consecutive
unqualified audits and three clean audits. As the Chairperson of the District AIDS Council we have been able to
reduce the levels of new infections, working with various stakeholders.

The Hilton, Merrivale and Merrivale Heights Asbestos Cement Replacement Project is one of our highlights service
delivery project , it aims to reduce the high number of water interruptions in these areas, constant water
interruptions and burst pipes in various areas. Millions of bulk kilolitres procured is unaccounted for due to water
loss. Hilton alone unaccounted for is approximately 57%, translating to over R38 million. The 98% complete project
included replacing 93km of Asbestos cement pipeline with unplasticized polyvinyl chloride (uPVC) and High density
Polyethylene (HDPE) pipe materials including valves, hydrant, and meters. Further to that the secondary project
included replacement of 29 km Asbestos Cement in Merrivale and Merrivale Heights.

R1ibillion has been spent on infrastructure projects including the uMhswathi bulk.90 Cooperatives have been
trained at a cost of R441 710.37, 985 EPWP work opportunities were created in all four sectors. 1449 of
unemployed young people have been empowered with skills in IT/Administration/Disaster Management through the
graduate programme. R291 140 in bursaries of seventy none (79) academically qualifying students and six of the
seven Early Childhood Development Centres have been built and handed over to Local Municipalities from the
proceeds of the legacy project Mandela Day marathon which saw its 6™ edition in 2017.

The uMngeni Resilience Project is a key project for uMgungundlovu District Municipality, it is funded by SANBI at a
cost of R75 million rands. Its objective is to reduce the vulnerability of communities and small scale farmers within
District to the impacts of climate change. This is to be achieved by increasing climate resilience and adaptive
capacity by combining traditional and scientific knowledge in an integrated approach to adaptation. Four sites were
identified and they are: i) low-lying high-density settlements; ii) the rural area of Ward 8 of Vulindlela, Msunduzi
Local Municipality; iii) the rural farming area of Ward 8 of Swayimane, uMshwathi Local Municipality; and iv) the
rural area of Ward 5 of Nhlazuka, Richmond Local Municipality.

The Hilton, Merrivale and Merrivale Heights Asbestos Cement Replacement Project is expected to reduce the high
number of water interruptions in these areas constant water interruptions and burst pipes in various areas. Millions
of bulk kilolitres procured is unaccounted for due to water loss. Hilton alone unaccounted for is approximately 57%,
translating to over R38 million. The 98% complete project included replacing 93km of Asbestos cement pipeline
with unplasticized polyvinyl chloride (uPVC) and High density Polyethylene (HDPE) pipe materials including valves,
hydrant, and meters. Further to that the secondary project included replacement of 29 km Asbestos Cement in
Merrivale and Merrivale Heights.

In commemoration of our history, on the 23 of December 2017 the Kwazulu Natal Premier Mr. Willies Mchunu,
addressed the Inzinga (Impendle) community who were in attendance of the Day of Reconciliation Celebration.

In 2017/2018 uMgungundlovu District Municipality will continue to strive at making better lives for its citizens by
proving basic services of water and sanitation

Together we can build a better District for all.

2. Resolutions

It is recommended THAT,;
2.1. Committee notes and recommends to the executive committee the approval of the the mid-year budget

assessment report for the period ended 31 December 2017.
2.2. Committee notes and recommends the adjustment of the original budget to the Executive Committee.



PERFORMANCE HIGHLIGHT

FINANCIAL RATIOS FOR THE PERIOD ENDED 31 DECEMBER 2017
Actual revenue to budgeted revenue 56%
Actual opex to Budgeted expenditure a47%
Actual Capex to Budgeted Capex 54%
Employee related cost expenditure to total opex 31%
Grant utilisation % 50%
Cash coverage ratio 1 month
Debt service ratio 4%
Debt to revenue ratio 30%
62% OR R1,6 million worth of
Creditors age analysis creditors outstanding for Ilonger
than 30 days.
Debt collection rate 56%

5. EXECUTIVE SUMMARY
5.1. Operating Budget

Summary financial performance report for the period ending 31 December 2017 The SFP shown in
Annexure A, Table C4, is prepared on a similar basis to the prescribed budget format, detailing revenue by
source type and expenditure by input type. The summary report indicates the following:

Table 1

DC22 uMgungundlovu - Table C4 Monthly Budget Statement - Financial Performance (revenue and expenditure) - M06 December
2016/17 Budget Year 2017/18
Year to
Description Audited | Original | Monthly | YearTD | YearTD YTD YTD date to
Outcome | Budget actual actual budget | variance | variance | annual
budget
R thousands %
Revenue By Source
Service charges - water revenue 111900 | 208109 12 345 75409 [ 104 054 (28 646)]  -28% f 36%
Service charges - sanitation revenue 12329 17 599 1295 9303[ 8799 504 6% [ 53%
Service charges - other 3289 [ 1644|  (1644) -100% [ 0%
Rental of faciities and equipment 205 250 5 46 125 )| 3% [ 18%
Interest eamed - external investments 15432 12 000 417 1721 6000 @219 -711% ’ 14%
Interest eamed - outstanding debtors 23308 5000 3153 8663 2500 6163 247% [ 173%
Transfers and subsidies 455382 | 462884 | 116391 | 308031[ 231442 76589 33% [ 67%
Other revenue 11041 14 900 - 3811 7450 (3639) 49% [ 26%
Total Revenue (excluding capital 629597 | 724030 133606 406984 362015 44969 [ 12% 56%
transfers and contributions)
Expenditure By Type
Employee related costs 198159 | 228194 16144 | 108953 114097 G144 5% [ 48%
Remuneration of councillors 10 239 11 086 898 438 5543 (1215)]  -22% r 39%
Debt impairment 61030 78 998 6 583 39499 [ 39499 - f 50%
Depreciation & asset impairment 61522 46 713 2728 16670 23357 6687) -29% f 36%
Finance charges 19738 23019 11831 11929{ 11510 420 4% [ 52%
Bulk purchases 121186 111034 161 54289 55517 128 2% [ 49%
Contracted services 142307 | 168 081 1519 77616 84040 6425 8% [ 46%
Other expenditure 109767 71206[  873| 37358[ 35613 1744 5% [ 5%
Total Expenditure 728673 | 738 351 40737| 350642 369175| (18534) -5% 47%
Surplus/(Defici) (99075)] (14321) 92868 56 342 (7160)] 63503

The revenue raised as at 31 December 2017 was R406.9 million against the budget of R724 million for the
year and R 362 million for the period. This reflects a revenue rate against the year budget of 56% and
112% for the year to date projection. This suggests that the revenue is ahead of projection by 12% against
the year to date budget.



The operating expenditure as at 31 December 2017 totals R350.6 million vs a year budget of R 738.3
million reflecting 47% spending & 95% to R369.1 million year to date budget. This suggests that operating
expenditure was down by 5% of what was projected to be spent as at the end of December 2017.

The major operating revenue variances against year to date budget are:

e Service charges at 26% below the projected year to date budget — new water connections
projections not realised from completed projects.

e Investment Income at 71% below projected year to date budget — unrealistically projected in the
original budget

e Other revenue at 24% above projection for the year to date — poor collection resulting in higher
interest being generated from the growing debt book coupled with an underperformance in the
revenue raised from rental of facilities such as vacuum tankers etc.

e Operational grants at 33% above projection for the year to date — cash flow projection not
prepared in line with the tranche transfers by national treasury. The grant was spread across
equally across the months when in fact it is received in tranches of 3 and some operational grants
such as FMG are received in full at the start of the budget year.

The major variances in the budgeted operating expenditure are mainly;

e Remuneration of councillors which are below target by 22% mainly due to the late approval of the
upper limits which determines the increase in the allowances of councillors for the 2017/2018
financial year. The gazette on upper limits was issued on 15 December 2017 which has allowed
council to apply for the 100% determination of the upper limit to the councillor’s allowances. The
increase will also be retrospectively applied from July when effected.

e Depreciation and impairment of assets which has been under by 29% due to assets which are fully
depreciated and would require re-assessment of useful lives.

The balance of the expenditure items were within normal variance of 10% which is considered acceptable
variances.

Operating Revenue Analysis

The key revenue drivers at the preparation of the budget were operational grants and service charges
each contributing 64% and 31% respectively. The budget took a shift to improve the grant dependency
into a more resilience business which recognises the importance of building service sustainability. The shift
from 2016/2017 to 2017/2018 was projected to improve grant dependency from above 80% to below the
70% mark over the medium term.

2017/2018 marked the first year on the route to building a cost reflective tariff. The grant dependency for
operations as per the results as at end December 2017 stands at 76% with operating income showing a
reducing trend against projected budget. Below is the indicative detail of performance against each
revenue source by type.

Table 2
DC22 uMgungundiovu - Table C4 Monthly Budget Statement - Financial Performance (revenue and expenditure) - M06 December
2016/17 Budget Year 2017/18
Year to
Description Audited Original Monthly YearTD YearTD YTD YTD date to
Outcome Budget actual actual budget variance variance annual
budget
R thousands %
Revenue By Source
Service charges - water revenue 111 900 208 109 12 345 75409 [ 104 054 (28 646) -28% f 36%
Service charges - sanitation revenue 12 329 17 599 1295 9303 [ 8 799 504 6% r 53%
Service charges - other 3289 f 1644 (1644) -100% [ 0%
Rental of facilities and equipment 205 250 5 46 [ 125 (79) -63% r 18%
Interest earmed - external investments 15 432 12 000 417 1721 [ 6 000 (4 279) -71% r 14%
Interest earned - outstanding debtors 23 308 5 000 3153 8663 [ 2 500 6 163 247% r 173%
Transfers and subsidies 455 382 462 884 116 391 308031 [ 231442 76 589 33% r 67%
Other revenue 11 041 14 900 — 3811 [ 7 450 (3 639) -49% r 26%
Total Revenue (excluding capital 629 597 724 030 133 606 406 984 362 015 44 969 12% 56%
transfers and contributions)




Trading Services

Since the beginning of the financial year, the Municipality has billed R 98.9 million and collected R 46.4
million of that. Where possible, the Municipality bills its customers on monthly bases except for rural
schemes and rural customers who are billed once in a 45-60 day cycle as per the agreement with the meter
reading service level agreement.

The year to date budget for service charges is R 114.5 million, and the municipality has managed to raise
R84.7 million which translate to a 26 % shortfall to what was anticipated to be billed by this period at a
budget approval stage. Some of the contributing factors to this decline are as follows:

1. The introduction of water load shedding in a form of water restrictions up to 15% in response to
persistent drought conditions.
2. Rural customers and rural schemes are billed on average 45 days in arrears.
3. Delay in completion of projects earmarked for billing within the year.
4. The increase in the number of new connections and verification or identification of meters to be
included for the billing cycle is not performing as originally anticipated.
The reduction of billing has a negative impact on the budget as it is recommended that the municipality
reduces it service revenue budget by 26 % which translate to a reduction of R54 108 million.

Equitable Share

The Municipality has a total allocation of R 457 680 equitable share allocation for the 2017 /2018 financial
year. Included on the Equitable Share total is the amount of R 235 838 million for the Levy Replacement
Grant. The second tranche of the Equitable share totalling R 152 560 was to be received on 01 December
2017. The National Treasury has advised the municipality of a withhold in equitable for a purpoted unspent
MIG of R36,9 million. The municipality has disputed this fact and provided evidence of full expenditure f MIG
TO THE National Treasury and to date a response is awaited on the correspondence resent to the National
Treasury on 18 December 2017. In order to have a prudent projection of the realistically anticipated income
the equitable share allocation will have to be reduced by the amount pending the outcome of the matter
after which an adjustment budget may need to be processed if the outcome is in favour of the district.

Interest from Investments

On average, during the 2016/ 2017 financial year, the Municipality had R 60 million investments that were
earmarked to generate revenue as interest received. Due to slow revenue collection and financial
obligations of the municipality, an amount of R 60 million was utilized to improve liquidity of the municipality
to be able to continue paying its service providers, salaries and general municipal running costs. As a result,
the reduction of investments lead to a reduced interest from investments. It is recommended that the
interest from investments income budget de reduced by a minimum 50% even though the revenue item is
71% below the targeted output.

As can be seen from Table 3 below, the operating income budget is recommended to be reduced by R97
million to R626.9 million in line with realistically anticipated operating revenue sources.

Table 3

2016/17 Budget Year 2017/18
. Year to
Description Audited | Original | Proposed A:lj:ij:f YearTD | YearTD YTD YTD date to
Outcome | Budget |Adjustment Proposal actual budget variance | variance annual
budget
R thousands %
Revenue By Source
Service charges - water revenue 111900 | 208109 54108 [ 154 001 75400 [ 104054 | (28646) -286% [ 36%
Service charges - sanitation revenue 12329 17599 [ 17599 9303[ 8799 504 6% [ 53%
Service charges - other 3289 f 3289 f 1644 (1644) -100% f 0%
Rental of facilities and equipment 205 250 f 250 46 [ 125 79| 3% [ 18%
Interest eamed - external investments 15 432 12 000 6000 6000 1721 6000 @219 1% [ 14%
Interest eamed - outstanding debtors 23308 5000 [ 5000 8663 2500 6163 247% [ 173%
Transfers and subsidies 455382 | 462884 36951 425933 308031[ 231442 76589| 33% [ 67%
Other revenue 11041 14900 [ 14900 381 7450 (3639)) -49% [ 26%
Total Revenue (excluding capital 629597 | 724030 97059 | 626971 406984 362015 44969 12% 56%
transfers and contributions)




Operating Expenditure analysis

The operating expenditure has shown an under performance by 5% against the year to date projected
budget which is still within reasonable variance overall. However there are material variances that have
been reported against expenditure types such as remuneration of councillors and depreciation & asset
impairment. The rest of the operating expenditure projections were within the normal range of
projections with most posting a variance of less than 10%. Based on the constrained financial resources
the district will have to exercise strict budgetary control and implore cost cutting measures to ensure that
it is still able to meet its service delivery objectives under the current financial situation.

The main factors affecting the key material variances are notably the delayed implementation of the upper
limits for councillors which is determined by the gazette issued by the Minister in December. The estimate
for the upper limits has come in at R12,2 million which is projected prudently at the highest upper limit as
may be confirmed by the MEC.

Second is the reduction in depreciation mainly due to assets that have reached full useful life and require a
re-assessment of useful lives in order to determine the new depreciation on such assets.

Against the predicament of diminishing revenue resources the expenditure cut backs will need to be
explored in the preparation of the adjustment budget in order to factor in the reduced income vs the
unavoidable expenses that will need to factored in in the adjustment budget. The factors listed below
indicate the additions that my need to considered in the operating expenditure during the adjustment
process. The proposed additions are noted in table 4 and management is still to engage on the possible
reduction to ensure a balanced budget is presented during the adjustment budget period.

Table 4

2016/17 Budget Year 2017/18
. Year to
Description Audited | Original | Proposed A;l‘]':jzt:td YearTD | YearTD YTD YTD date to
Outcome Budget | Adjustment e actual budget variance | variance annual
budget
R thousands %
Expenditure By Type
Employee related costs 198159 | 228 194 22306 [ 250500 108953 [ 114097 G144 5% [ 48%
Remuneration of councilors 10 239 11 086 1181 12267 4328 5543 (1215 -22% [ 39%
Debt impairment 61030 78 998 @047)[ 76 951 39499 [ 39499 - % [ 50%
Depreciation & asset impairment 61522 46 713 (500) [ 46213 16670 [ 23357 (6687) -29% f 36%
Finance charges 19738 23019 900 23919 11929 11510 420 4% [ 52%
Bulk purchases 121186 111034 19200 [ 130234 54289 [ 55517 (1228 2% [ 49%
Contracted services 142307 [ 168081 3000 171081 77616 84040 ©425)| 8% [ 46%
Other expenditure 109 767 71226 [ 71226 37358 35613 1744 5% [ 52%
Total Expenditure 728673 | 738 351 44040 782391 350642| 369175| (18534)| -5% 47%
Salaries

The municipality received its final job evaluation results post the approval of the budget. The required
additional budget is through the results of the job evaluation and is based on the affected existing
employees. The funds must be made available by the Municipality to meet the obligation of an additional
R22,3 million towards salaries. It must also be noted that an increase in salaries may result in a change in
the employee related cost contribution to total operating expenditure which the national treasury has
guided to be between 25% to 40%.

Councillor Remuneration
The gazette on the councillor allowances is published latest December each year for implementation
retrospectively from July of the financial year. The published gazette indicates that the original budget of
the municipality for councillor allowances was under budgeted by R 1.1 million pending the local
municipalities’ outcomes.

Capital Charges
This amount is proposed to be adjusted in line with the outcomes on the re-assessment of useful lives of
the assets that have been fully depreciated in the asset register. The determination of new useful lives
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may have the effect of increasing depreciation for the balance of the financial year. The determination of
the depreciation will be subject to an exercise that will need to be conducted before an estimate is arrived
at for depreciation for the balance of the financial year. It must also be considered that the district is in the
process of taking over of the assets from neighbouring municipalities who were affected by the
redetermination of new boundaries. The affected areas that are still pending finalisation are Harry Gwala
district and Msunduzi Municipality.

Provision for Doubtful Debt

Emanating from the recommendation that the trading services income budget will be reduced, and reduce
the recoverability ratio based on the billing report / performance assessment, the amount will reduce in
line with the budget , but reduce at less rate due to factoring reduced collection rate.

Bulk Water Purchases

The bulk service provider introduced a drought levy, post the approval of the budget. The amount is
proposed to be budgeted for at R1.6 million per month. The recommended amount is based on the six (6)
months performance and factoring increases.

Security

The municipality has a contract for security services for all municipal buildings and treatment plants. The
financial status of the municipality requires that the contract be reviewed and cut where legally practically
possible. New security prioritise have also necessitated the increase in spending on security services.

Interest Payable

Based on the projections for the repayment due on 30 June 2018 the interest is anticipated to be higher
than estimated at the time of approval of budget. The interest rate payable of the DBSA loan are JIBA rate
linked rates.

Development Agency

In June 2017 the uMgungundlovu development agency was fully registered as a legal entity. The MFMA
chapter 10 requires inter alia that an entity prepare a budget which must be approved together with the
budget of the parent. In the case of the UMEDA it was not possible to comply with this requirement as the
district budget has already been approved before the finalisation of the incorporation of the entity. The
agency has to date not submitted a budget for approval by the district and the expenditure currently
incurred remains unauthorised expenditure which may only be authorised through an adjustment budget.
Other compliance matters that have been met by the agency is the reporting of the opening of a new bank
account although this was done post the prescribed timeframes as set in the MFMA. The agency is
currently in process to establish systems for the agency to operate within the parameters of the legal
requirement of the MFMA chapter 10. As a result of no budget being approved for the agency no budget
monitoring reports have been received from the agency for submission to council as part of the
consolidated financial reports of the district. The agency must establish all system to ensure that the
MSCOA compliant budget is tabled together with the adjustment budget of the parent no later than 28
February 2018 as prescribed in section 28 on adjustment budgets.

The district has to date transferred R3,5 million which was appropriated in the district budget to the
agency and a MOU entered into between the agency and the district for the expenditure of the funds.
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5.2 Capital Expenditure

The Capital expenditure report shown in Annexure A, Table C5 has been prepared on the basis of the
format required to be lodged electronically with National Treasury, and is categorised by municipal vote.
The summary report indicates that expenditure against MIG is below target whilst the allocation from
loans has been fully spent against the AC pipe replacement projects which have been implemented over
the past 3 years. The funds from reserves have been set aside for the purchases of furniture and IT
equipment and the expenditure is based on demand. If the trend is slower demand then the allocation
would have to adjusted accordingly in the preparation of the adjustment budget.

Table 2
Funding source |Budget 2017/2018 Expenditure as at 31 % spent
December 2017
MIG 103 768 000 33678 212,99 32%
DBSA LOAN 32 327 639 32 327 639,00 100%
WSIG 62 998 000 42 867 404,67 68%
RESERVES 1 950 000 374 946,00 19%
RRAMS 2 526 000 1135927,36 45%
203 569 639 110 384 130 54%
TABLE 3
CAPITAL BUDGET 2017/2018
Contract Contract Total Current
Contract Award | Expenditure in Balance Budget Year Expenditure| % spent
Project Name Funding Source amount prior years 01/07/2017 2017/2018 as at 31.12.2017 | to date
Infrastructure Assets
Manvayu Water MIG 47 636 370,79 802303,94| 46834066,85| 26272 666,67 5027 931,75 19%
Manzamnyama Water MIG 0,00 26 272 666,67 0%
Nkanyezini Water MIG 85011 490,30 1021722,41| 83989767,89| 26272 666,67 2926 566,01 11%
Magonggo Water MIG 19 116 346,37 943 462,80| 18172883,57| 24950 000,00 6 654 159,09 27%
Ephatheni Water MIG 5857 049,86 5998 490,10 -141 440,24 0,00 472 417,60
Impendle WWTW MIG 0,00 72 558,32
Impendle Bulk MIG 0,00 164 113,83
Umshwathi Regional Bulk WSIG 18 130 636,34 62 998 000,00 42 867 404,67 68%
Hilton AC Pipes MIG/DBSA 150453 169,00{ 136343 313,50/ 14109 855,50/ 32327639,00 34811012,89 108%
Merrivale AC Pipes MIG/DBSA 70 804 644,00 58967521,70| 11837122,30 15 877 055,21
Furniture Reserves 750 000,00 13 476,00 2%
IT Equipment and computers Reserves 1200 000,00 361 470,00 30%
Rural Roads Asset Management |DOT 2526 000,00 1135927,36 45%
203569 639,01 110384 092,73 54%

The total capital budget for the 2017/ 2018 financial year is R202.994 million excluding non-capital assets
in nature and R 203.569 in total and the MIG allocation is R 103 768 000. The cumulative expenditure on
MIG funding for the period amounts to R 33.6 million or 32%. The municipality anticipates to spend in full
the capital allocations. The projects on the pipeline are as follows:

1. The Nkanyezini water supply scheme has a total project budget of R 97 million and tender was
awarded on 17 October 2016. The project is expected to be completed over a period of 18
months. There have been delays in the start of the projects due to contractor challenges and
contract termination processes were institution and the contractor given time to correct
anomalies in line with the GCCs. Further delays have been experienced due to social facilitation
issues which arose after the death of the ward councillor further limiting community consultation.
The matter has since been rectified and the project launch was carried out in December 2017.

Other delays were due to the negotiations with the landowner and house owner which have both
been resolved. An amount of R950 000 has been paid for the purchase of the house which is on
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the site on which a reservoir is to be built. The land price of R115k will be paid in November.
Expenditure is at 14% of current year allocation.

2. The Manyavu water supply scheme with a budget of R54 million was awarded in April 2017 and a
site handover has been done. The appointed service provider had issues with SARS that have since
been resolved in October 2017. The project is progressing well and the expenditure up to 31
December 2017 is at 19% of allocation from MIG funds. The project is expected to be completed
in the 2018 /2019 financial year.

3. The Manzamnyama water supply scheme has been advertised with a closing date on 18 January
2018.

4. Magongqgo water supply scheme project has a budget of R19 million and was awarded in July
2017 The project also experienced social facilitation issues which have subsequently been resolved
with the intervention of the infrastructure portfolio chairperson. Expenditure is at 36.4% of
current year allocation. The project is progressing well but struggles to integrate project
Phakamisa (Sub Contracting ) initiatives.

5. Other MIG projects ( Ephatheni, Impendle) expenditure incurred is mainly retention fees which
will be included in the adjustment budget.

6. AC pipe replacement projects are reaching completion. The DBSA funding has been exhausted and
the balance of R 18.3 million anticipated to increase is co funded by the MIG allocation.

Spending on the WSIG is 68% of the received allocation and the UMshwathi regional bulk (secondary)
tender is currently on advert closing on 19 January 2018.

Part 1 of the uMshwathi Regional Bulk ( Nadi to Ntanzi ) was advertised July 2017 advertised ,
recommended for award in November and is still awaiting confirmation of award. The budget for the
project is estimated at R97 million which would be spread over the medium term.

Total capital expenditure to date is 54% against the original budget.

5.3 Employee costs and councillors allowances

Section 66 of the MFMA requires that the accounting officer of a municipality must report to Council in a
prescribed format all expenditure incurred by the municipality on staff salaries, wages and benefits in a
manner that discloses expenditure per type such as salaries, contributions for
pensions etc. As at 31 December 2017, 39% of the councillor’s allowances budget was spent and 48%
spent of the employee costs budget. As at 31 December 2017 the total salary cost including councillor’s
allowances represented 32% of total operating expenditure for the period which is within the norm of
25%-40% to total operating expenses as set by National Treasury circular 71.

The material variances within the expenditure types are within remuneration of councillors and the
remuneration of senior managers. It have been reflected in the analysis of operating expenditure the
factors affecting the remuneration of councillors.

The material variance in senior managers remuneration is mainly due to the savings made in the delay of
the filling of the position of MM including the pending consideration of the upper limits and increments
which have not yet been approved for payment. In addition the performance bonuses become
determinable after the conclusion of performance assessments which have not yet been conducted. These
factors collectively result in the variance of 51% against the year to date budget for the remuneration of
senior managers.

Lastly although there seems to be material variances within the employee cost performance, the net effect
is immaterial at 3%.
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Table 4

DC22 uMgungundlovu - Supporting Table SC8 Monthly Budget Statement - councillor and staff benefits - M06 December

2016/17 Budget Year 2017/18
mary of Employee and Councillor remunerg Ref Audited Original Monthly YearTD YearTD YTD YTD Year to
Outcome Budget actual actual budget variance variance | date actual
R thousands %
1 A B D
Councillors (Political Office Bearers plus Other)
Basic Salaries and Wages 10 239 11 086 898 4328 5543 (1.215) -22% 39%
Sub Total - Councillors 10 239 11 086 898 4328 5543 (1 215) -22% 39%
% increase 4 8,3%
Senior Managers of the Municipality 3
Basic Salaries and Wages 7 461 342 1709 3730 (2 022) -54% 23%
Pension and UIF Contributions 9 4 4): -100% 0%
Performance Bonus 1054 527 (527); -100% 0%
Motor Vehicle Allowance 61 306 306
Cellphone Allowance 7 36 36
Other benefits and allowances 137 10 50 68 (19) 27% 36%
Long service awards 1 7 7
Sub Total - Senior Managers of Municipality - 8 660 421 2107 4 330 (2 223) -51% 24%
% increase 4
Other Municipal Staff
Basic Salaries and Wages 108 331 115133 9 398 56 083 57 566 (1 483) -3% 49%
Pension and UIF Contributions 12 601 20 679 2163 13 116 10 339 2777 27% 63%
Medical Aid Contributions 10 763 10 959 777 4709 5479 (770) -14% 43%
Overtime 9370 14 147 467 4681 7073 (2392) -34% 33%
Performance Bonus 8870 9216 (1) 9440 4608 4832 105% 102%
Motor Vehicle Allowance 17 860 19 157 1478 8 935 9578 (643) 7% 47%
Cellphone Allowance 1099 956 | 135 [ 802 478 324 68% | 84%
Housing Allowances 1001 976 85 [ 510 | 488 22 4% 7 52%
Other benefits and allowances 23 471 18073 [ 651 5345 9036 (3691), 41% | 30%
Payments in lieu of leave 1860 171 [ 300 300
Long service awards 2933 1239 14 [ 1164 [ 619 544 88% [ 94%
Post-retirement benefit obligations 2 - 9 000 284 1761 4 500 (2 739) 61% r 20%
Sub Total - Other Municipal Staff 198 159 219 534 15723 106 846 109 767 (2921) -3% 49%
% increase 4 10,8% -100,0%
Total Parent Municipality 208 398 239 280 17 042 113 281 119 640 (6 359) -5% 47%
14,8% -100,0%
TOTAL MANAGERS AND STAFF 198 159 228 194 16 144 108 953 114 097 (5 144) -5% 48%

5.4 Conditional Grants

As at the end of December 2017, R146 million of conditional grants had been received since 1 July

2017, and a total of R163 million including rolled over amounts were available. R63.1 million was spent

as at 31 December 2017, cumulatively, R 81.1million was spent including expenditure incurred in the

previous year which is related to the current year. The operating grant utilisation is at 40% and the

capital grant utilisation is at 51% of allocations received. Overall grant utilisation is at 50%. PTP grant,

Corridor development and Orio grant allocation are currently not included in the budget 2017/2018 for

possible spending as yet and may be considered for programmes during the adjustment budget

process.
analysis.

Table 5

Spending against MIG remains a concern as elaborated above in the capital expenditure

Grants Register as at 31 December 2017

Operating Grants

_Description . opening balance

receipts Total receipts

expenditure

Balance

% spent to date

PP B - 308817 - 308 817 0%
RRAMS - 1 768 000 1768 000 1135 927 632 073 64%
Eepwp - i 999000: = 999000 608319: 390681 = 61%
Corridor development 4 000 095 - 4 000 095 - 4 000 095 0%
SETAGrants 910 776 3 551 981 4 462 757 2 550 912 1911 845 57%
Total operatinggrants 5 219 688 7 568 981 12 788 669 5170 158 7 618 511 40%
Capital Grants -

Wi 6. 5 5 |

3 8 5
ORrROGrant 11 550 860 - 11 550 860 - 11 550 860
Total capital grants 201 582 009 | 138 673 000 ;| 150 223 860 | 76 542 620 73 681 240
Total Grants 196 362 321 | 146 241 981 163 012 529 | 81 712 778 | 81 299 751 50%
Total Grants excluding WSIG and MG 16 770 548
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5.5 Cash and cash equivalents

An amount of R 417 (thousand) was accrued in investment interest income for the month of December.
Cash at bank as at 31 December 2017 amounted to R78.5 million and investments amounted to R64
million with a total cash and cash equivalents of R143.7 million. The average interest rate on
investment is at 7.65%. The cash coverage ratio as at 31 December 2017 is 1 month based a monthly
average operating expenditure of R 48 million. This indicates that the municipality as at 31 December
2017 had sufficient cash to operate for a period of a month without receiving grants to cover operating
costs. The municipality would have to adhere to strict cost cutting measures in order to ensure that
cashflows are not depleted. The norm as set out in the uniform financial ratios and norms circular 71 is
1 to 3 months. See below extract from SC 5. In light of the withhold of the R36,9million by the National
Treasury, this will call for close cashflow management and prudent spending in the balance of the
financial year to ensure cash resources are able to meet the working capital needs.

TABLE 6
Period of Type of Expiry date of| . Accrued Yield for the Market. va.Iue Change in Market value
. interest for at beginning at end of the
Investment |Investment |investment month 1 market value
the month of the month month
Yrs/Months R0.00 % R0,00 R0.00 R0.00
4 months Short term 07/01/2018 194 7,63% 30539 195 30734
4 months Short term 09/02/2018 198 7,68% 30329 198 30527
1 year Long term 07/09/2018 25 7,63% 3817 25 3 842
417 7,65% 64 685 418 65103
TABLE 7
Market value at . Market value at
Change in
Bank accounts Account Number| the end of the the end of the
market value
month month
R0.00 R0.00 R0.00
Main Account 50940026773 5222 480,84 | 56 478 326,48 | 61 700 807,32
Salaries Account 50940092196 69 765,90 | - 50 441,40 19 324,50
Water Services Account 62023616462 976 187,96 3 407 415,43 4 383 603,39
NSTD Call Account 62215748289 9124 425,87 56 289,86 9180 715,73
Mandela Race Account 62411577193 712 949,24 2 633,64 715 582,88
UMDM MIG (Dbsa) Account 62400041985 81 241,99 332,34 81 574,33
Public Sector Cheque Account 62243484417 - - -
Corporate Cheque Account | 62597807125 - 2502 905,89 | 2502 905,89
TOTAL CASH BALANCES 16 187 051,80 | 62 397 462,24 | 78 584 514,04

5.6.Borrowings

As at 31 December 2017 the loan book was sitting at R 215 million. The average interest rate on remaining
loans was 11%. The debt to revenue ratio at 30% as projected which is within the treasury norm of below
45%. This indicates that the debt books is 30% of the internally generated operating income including

unconditional grants.

The debt service ratio to operating expenditure is 4% which is still within the norm as set by treasury of
6%-8%. The infrastructure development loan taken out in 2006 is anticipated to be fully redeemed in
September 2018. The balance sheet loan was first taken out in 2015 and anticipated to be redeemed in
December 2030. The loan will require on average R30 million a year In repayments.

An amount of R16,1million has been repaid in loans in the first half of the financial year with an additional
R15,7 million still due before the end of the financial year.
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Table 8
LOANS REGISTER AS AT 31 DECEMBER 2017

Agreement | = L Redemption | nterest Opening Loarl1 Almount Add: Interest (Less: Interest |Less :Capital (Closing Balance Repaymet
Number | ect Descrpton de [y | Comed | Padnte | o Y due before
0110712017 | current year year end

13851 {uMDM Infrastructure Development Programme [3010912018 | 1% | 1304187,00] 52224893 14292,14] B4 360,73| 4378790) 98600273 52224893

12007889 |Balance sheet loan 311202030 | 10,89% | 223878 348,81 | 15594 703,33 | 2015161,29 | 11830 946,04 | 3763 756,39 | 214 264 124,19 | 15 261 147,88

1% | 225272535,81| 16116.952,26 | 2029 453,43 | 11915 316,67 | 4201 635,59 | 215 250 216,92 | 15783 396,81

5.6 Creditors Age Analysis

A total R1.6 million or 62.3% of invoices remained outside the compliance period of 30 days as at 31
December 2017. This was mainly due to the holiday break where most people had taken leave which
delayed the processing of invoices. None of the bulk services, 3™ party and statutory invoices were
outstanding for longer than 30 days as at 31 December 2017. The balance of trade payables as at 31
December 2017 was R2.6 million. Creditors closed at R32,3million in the month of November 2017.

Table 9
DC22 uMgungundlovu - Supporting Table SC4 Monthly Budget Statement - aged creditors - M06 December
Descrintion Budget Year 2017/18
P 0- 31- 61- 91- 121 - 151- 181 Days-; Over1 Total

R thousands 30Days | 60Days | 90 Days | 120 Days | 150 Days | 180 Days 1 Year Year
Creditors Age Analysis By Customer Type

Other 1010 146 1162 - - 361 - 2679
Total By Customer Type 1010 146 1162 - - 361 - - 2679

38% 5% 43% 13%
Table 10
TOP 20 HIGHEST PAID CREDITORS
Supplier Amount Description

Development Bank Of S.A.

15 594 703,33 |Loan Repayment

UMGENI WATER (ACC-6001665)

12 821 557,88

Water & Waste Water Quality Management

UMNGENI WATER

12 787 228,36 |Bulk Water Purchases

AQUA TRANSPORT AND PLANT HIRE

10 537 769,19 |Hire of Water Tankers

ESCONGWENI ENGINEERS

3853 986,13

Nkanyezi Water Supply/Manzamnyama Water Scheme/Manyavu Water Scheme

ICON CONSTRUCTION

3472 007,55

Merrivale & Merrivale AC Pipelines Replacement

MAKHAOTSE, NARASIMULU & ASSOCIATES

3041 089,33 |Umshwathi Bulk Water Supply

JADE STAR TRADING

1812 522,45 [Maintenance at Water Plants

WK CONSTRUCTION SOUTH AFRICA

1595 796,68 [Hilton AC Pipelines Replacement

NAIDU CONSULTING

1328 611,23

Merrivale & Hilton AC Pipelines Replacement

MASIQHAME TRADING 1244

1223 021,86 |Manyavu Water Scheme

The Imvula trust

1174 105,76

EPWP Operations & Maintenance

UMZINYATHI MUNICIPALITY

770 869,17

Emakhuzeni Extenion to UMDM Area

MENTODEX

724 400,00

Learner Stipends

AMAQHAWE ASSET MANAGEMENT SOLUTIONS 713 850,32 |Meter Readings
Worley Parsons RSA 702 242,44 {Magongqo Bulk Water
MLO NEW BOSS ZAMISANANI JV 630 236,62 |Nkanyezi Water Supply

SIGMAIT

586 535,87

ITC Management Services

ESKOM HOLDINGS

436 365,67

Electricity costs at Water Plants

CCG SYSTEMS

400 708,00

mSCOA Implementation

74 207 607,84
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5.8. Debtors age analysis

The debtor book value as at 31 December 2017 amounted to R 468 million. The collection in the
month of November was 59%. The average collection rate to date is 56%. The debt has been rapidly
rising due to poor collection and increase in service charges for the budget 2017/2018 financial year.

88% of the debt book was outstanding for longer than 90 days whilst 71% of the debt is owed by
households. Government debt remains at a low of 2% after a write off of irrecoverable government
debt was approved in the prior year. Other debtors which are mainly sundry debtors now contribute
24% to the total debt book.

The district needs to develop strategies to address the low collection and improved credit control

measures.
Table 11
DC22 uMgungundlovu - Supporting Table SC3 Monthly Budget Statement - aged debtors - M06 D b
Description Budget Year 2017/18
Actual Bad |Impairment
Total Debts -Bad
0-30 Days | 31-60 Days | 61-90 Days 91420 41450 451480 | over90  |Written Off Debts i.t.o
Days Dys Dys . .
days against Council
R thousands Debtors  [Policy

Debtors Age Analysis By Income Source
Trade and Other Receivables from Exchange Transactions 31741 11904 11 550 11000 77200 304494 [ 468400 [ 413214
Total By Income Source 314 11 904 11 550 11 000 7720 394 494 468 409 413214 - -
2016/17 - totals only - -
Debtors Age Analysis By Customer Group
Organs of State 654 239 224 158 10 7804 9178 8062 2%
Commercial 981 358 335 237 15 184 13768[ 12093 3%
Households [ 219347 83237 8197, 8626, 7567 276086| 330733 292279 71%
Other 8172 2985 27% 1979 127 98673 114730 100779 24%
Total By Customer Group 31741 11 904 11 550 11000 7720 394 494 468 409 413214 - -

7% 3% 2% 2% 2% 84% 88%

Graph 2
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11. SERVICE DELIVERY IMPLIMENTATION PLAN REPORT AS AT 31 DECEMBER 2017

CORPORATE SERVICES
Introduction

The Department of Corporate Services is concerned mainly with the management of human resources. On
this aspect, the department is responsible for human resource development, personnel management,
labour relations as well as health and wellness programme. The second major function for the
department is management of Council as a statutory body. In this regard, this includes management of
meetings of all statutory committees and forums. In addition, the department is also responsible for
records management, auxiliary and facilities management services.

The organisation’s Corporate Services function is underpinned by the following strategic elements and
further indicates the strategic intent of each strategic element.

Oversight over the Corporate Services function

The Human Resources and Sound Governance Portfolio committee exists to play an oversight role on the
implementation of the strategic elements mentioned above. The committee holds its meetings on a
monthly basis or as and when the need arises to have special committee meetings. The monitoring of the
strategic elements takes place through the Departmental Service Delivery and Implementation Plan
(SDBIP) which gets approved with the overall organisation SDBIP and budget for each financial year.
1) Training And Development
) Policy Administration
) Staff Benefits Conditions Of Service
) Employment Equity
) Occupational Health And Safety
) Employee Assistance Programme
) Records Management Services
) Facilities, Safety And Security
) Council Support & Auxiliary Services
10)Fleet Management

O 00 N O U1 b WN

Corporate Services performance for the period July 2017 — December 2017 (Quarter 1 and 2) for the above
Strategic Elements is outlined in this report.

1. Training and Development

Training and development is implemented through the Work Skills Plan (WSP) which is a document that
outlines the planned training and development for an organisation for a certain period. Its purpose is to
make provision for training and development that meets the needs of the municipality to be able to fulfil
its developmental role; as well as training and development that grows and develops employees in order
to enable them to work effectively and efficiently in the delivery of services to communities.

A number of training interventions have been planned for during 2017/18 financial year. For the period
under review, the following trainings have been conducted.

1. Basic Computer Course — targeting councillors

2. Plumbing — Technical Department plumbers
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3. End user computing — 200 youth

UMDM placed a total of 550 unemployed youth with various host employers and they received a stipend
ranging from R1500 to R4500 depending on the various SETAs, which are:
- Local Government Sector Education and Training Authority (LG SETA),
- Culture, Arts, Tourism, Hospitality and Sports Sector Education and Training Authority (CATHSETA),
- Services SETA,
- Transport Education and Training Authority (TETA), and
- Media, Information and Communication Technologies Sector Education and Training Authority
(MICT SETA).

During the period under review the municipality offered bursaries to 21 employees who have enrolled for
various undergraduate qualifications.

2. Policy Administration

Through SALGA, the municipality underwent a process of profiling its HR policies along a maturity model in
order to identify policy gaps and develop a plan of action. The process was concluded and the municipality,
during the period under review, has developed draft policies relating to:

- Recruitment and selection

- Movement of staff

- Training and development

- Termination and resignation

- Bereavements

The policies will be vetted by the legal department and will be widely consulted with oversight structures
as well as employees.

SALGA will only conduct HR profiling in 2018 but the municipality is currently attending HR practitioner
forums and workshops on U relevant policies to improve results.

3. Staff Benefits & Conditions of Service

Employees are currently submitting leave annually. During the period under review the municipality
considered an electronic leave management system. This will benefit employees in an effort to allow
employees to manage their leave and create compliance convenience. The portfolio committee has,
during the period under review supported the implementation of the system.

4. Employment Equity

COGTA and the department of labour conducted an assessment and found the municipality not to be
compliant with the employment equity act. The shortcomings include:

- Lack of an employment equity plan

- Lack of an employment equity committee

- No manager for employment equity being appointed

Under the period the municipality initiated the development of an employment equity plan which includes
conducting an analysis of the workplace profile.
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The committee will be incorporated into the duties of the HR portfolio committee and the Local Labour
Forum.

5. Occupational Health & Safety

To improve health and safety of employees the municipality must ensure compliance with the
Occupational Health and Safety regulations. To this end, during the period under review, the municipality
sought to ensure the functionality of the Health and Safety committee. Unfortunately the committee was
not able to be functional and promote health and safety in the municipality. Sighting the lack of
commitment from the Committee members, the committee will be re-elected.

6. Employee Assistance Programme

With the aim to improve the health profile of municipal employees and councillors the programme
facilitates quarterly Employee Assistance Programmes. The aim is to improve productivity and reduced
absenteeism. During the period under review the municipality has initiated the following programmes:
- Elimination conflict to promote working relationships
- Work related stress, death/loss healthy environment occupational safety social intellectual
physical and emotional chronic support admission eliminate therapy and rehabilitation abuse of
leaves and absenteeism
- Awareness of transmitted diseases awareness of cross infections. Screenings of TB and other
transmitted diseases.
- Increased awareness of HIV/AIDS and screenings and other
- Elimination of violence against women, and children
- Improved employees relationships and morale
- Increase awareness on breast cancer

In addition, there was a need to refer employees who required counselling

7. Records Management Services

The municipality maintains a record of documents produced during municipal operations. There is a
process to improve on records management by developing and approving a Document Retention Policy.
Significant research is needed to ensure alignment with national archives policy and also to upgrade the
electronic records management system. This work is ongoing.

8. Facilities, Safety & Security

To ensure compliance with occupational health and safety standards, the municipality has ensured
building maintenance is procured externally. Maintaining and improving the conditions of municipal
buildings and properties reduces depreciation costs for the municipality. To this end the municipality will
develop and implement a Municipal Buildings and Properties Maintenance Plan.

To improve security of buildings and employees of the Municipality, significant resources are used to
procure such services externally. The municipality will conduct and implement municipal security, risk and
threat assessments for not only councillors but also managers and its buildings. This work will include
initiating the functionality of the biometrics system installed. Monitoring of security provision within the
Municipality is ongoing to prevent theft/loss of assets, loss of life/injuries, financial loss, and tarnished
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image of the municipality. To this end the following control measure were implemented during the period
under review:

- Entry Control Register

- Security Personnel

- Surveillance Cameras

- Schedule of meetings

9. Council Support and Auxiliary Services

To ensure continuous professional development and improve the functionality of management and
oversight structures, during the period under review the municipality ensured the following:
- Continued membership into professional bodies and organised local government
- Developed and approved rules and orders for council which will be gazetted
- Facilitated Compliance with calendar of meetings for council and Section 79 & 80 meetings
including developing agendas and distribution, and other logistical arrangements
- Developed and approved delegations framework by council

10. Fleet Management

To ensure access to sustainable transport solutions for municipal functions, significant resources are used
to procure fleet services externally. The municipality will conduct an assessment of its fleet needs and cost
benefit analysis for outsourcing the services compared to internal provision. This work will include
initiating new fleet approval protocols and reviewing the fleet management policy.

COMMUNITY SERVICES

Introduction

The department of Community Service comprises of two big business units which should be two
departments. This department also reports to two portfolio committees namely; Economic Development
and Planning and Community Services.

Economic development and planning

Under this portfolio there are three units namely; Local economic Development, Tourism and Rural
Development; Planning, Environmental Management and GIS; Climate Change (Umngeni Resilience
Project);

Community services

Under this portfolio there are so five units namely; Environmental Health, Youth, Sports, Arts and Culture,
Gender (Women, Children and people with Disability’); Emergency Services (Fire and Disaster
Management).

Local economic development

Through Local Economic Development (LED), the municipality continues to play its developmental role to
its communities. Although it is not the role of local government to create jobs but it takes steps to create
an enabling environment for improving LED potential and the conditions in our municipality in order to
have sustainable businesses and for the creation of employment opportunities.

The purpose of local economic development (LED) is to build up the economic capacity of a District area
improve its economic future and the quality of life for all. It is a process by which public, business and
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non-governmental sector partners work collectively to create better conditions for economic growth and
employment generation.
Mid term report for 2017/2018 Financial Year
e The District Development Agency has been established and the District has transferred an amount
of 3.5 million Rands for its operation.

e The District has supported SMME’s throughout the Local Municipalities for the purposes of
capacity, job creation and economic activity.

e Amount of 3 million Rands that was budgeted for the Mandela Marathon has been fully uitilised
and the Mandela Marathon has been successfully executed in August 2017.

e The Midmar Music Festival was also successfully executed under the auspices of the Development
Agency.

e An Enterprose incubation programme support in partnership with the Department of small
businesses has started at Nyonende Farm which will assist SMME’s around the District in terms of
chicken breeding.

Planning, environmental services

The Capital investment Framework is being developed and its on its final stages.

The EPWP (Save Midmar) project is in progress until September 2018.

Integrated Environmental Workshop was held during the period under review.
Traditional Councils within uMgungundlovu was held during the period under review.

Climate change (umgeni resilience project)

The MOU with UMngeni Water was approved by Council and signed. Umgeni Water conducted a high level
flood risk assessment for the uMDM and identified areas within Msunduzi and Richmond Municipalities
that are high flood risk areas and where there are significant numbers of people living within these area.
These areas will be subjected to a more detailed study in Q3.

Aurecon was appointed to conduct a detailed wetland assessment in Vulindlela project area. The work will
included the design of structures for wetland rehabilitation and the development of an environmental
management plan (EMP). The EMP was received in Q2.

An integrated Environmental Management workshop was held for uMDM councillors. This was across all
environmental functions at uMDM and included partnership with provincial Department of environmental
affairs and Agriculture.

A Research Advisory Committee has been set up at uMDM. The committee developed the TOR for the top-
up bursaries and reached agreement on research topics. The top-up bursaries were advertised and
applications received during Q2. The Advisory Committee met and made recommendations for the award
of 4 bursaries.

Arts and culture

The District Municipality has supported the annual Reed dance event that is held annually at Nyokeni in
Nongoma

The establishment of the uMgungundlovu District choir and its launch was successfully held on 8

December 2017.

Sport development
The 2017 SALGA DSR Games were held successfully at King Cetshwayo District.
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HIV/AIDS

Through various initiatives and structures led by the Community Services Department in the municipality,
the fight against HIV/Aids remain a priority. The District works very closely with the Department of Health,
uMgungundlovu District Heath, the Office of the Premier, Civil society and other stakeholders in
coordinating the activities relating to HIV/Aids through structures such as the Local Aids Council (LAC) and
Ward Aids Council (WAC).

Youth, gender, children and disability

During 2017/18, the following activities were implemented for the following programmes:

Youth

Due to budget cuts, some of the planned activities could not take place, however some training has taken
place without a budget.

Children
Three ECD Centres were handed over to the Local Municipalities namely Mkhambathini, Impendle and
Richmond. Furniture and school uniforms were also handed over.

Disaster management

Lightning rods were purchased for communities as a preventative measure, blankets, groceries were also
handed over to affected communities.

FINANCIAL SERVICES

Introduction

The strategic objective of the department is to facilitate effective and efficient financial management to
ensure financial sustainability of the municipality. The department is split into 4 sections:

Budget and Reporting

a
b. Income
c. Expenditure Control
d

Supply Chain Management
Budget and Reporting
The section is responsible for the following key performance areas:

i. forthe budget and its implementation
ii. Fixed Assets Register
iii. Reporting

The targets in the first half of the financial year were mainly to ensure submission of AFS and statutory
reports in line with the MFMA and Municipal Budget and Reporting Regulations which are monthly,
quarterly, bi-annual reports. The reporting requirements have generally been met.

Income
The section is responsible for revenue collection, credit control and customer care.
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Although the section bills its customers on monthly bases, the projected income has not been achieved.
Currently the revenue generation is sitting at 26 % below. This has a negative impact on expenditure
funding.

The total billing for the period amounts to a little above R 98 million and collected R46 400. It is
recommended that the municipality revises its revenue billings and concentrates on a turnaround strategy
to improve collection.

The collection rate for the period is averaged to 56 % and forms basis for the recommendation of budget
review.

The customer care target remain unreported due to poor co-operation from the unit responsible for
customer care. A temporary arrangement will have to be made to augment the staffing issues which have
been caused by the deployment of the customer care co-ordinator in a role within the union.

Expenditure Control

The section is responsible for general creditors and salary payments. The section is generally in compliance
with all its deliverables. Salaries are paid in time and 91 % creditors are paid within 30 days. For those
creditors not paid on time reasons are provided which are usually that the invoice did not meet
satisfactorily all requirements for it to be paid. In some instances delays are experienced in the submission
of invoices for payment to the creditors section.

Supply Chain Management

The section is responsible for the procuring of services and contract management of the municipality. The
section has been struggling to reduce the number of days converting a request to an appointment and
finalisation of tenders. It is recommended that the supply chain turnaround plan be adhered to and that
the recruitment of the staff within the unit be fast tracked.

Financial Management issues

The section generally monitors key financial indicators which speak to financial liquidity and debt
management including debt collection and capital spending. The liquidity ratio, capital expenditure ratio
and debt coverage ratio have been met for the first half of the financial year. However of concern is the
debt collection rate and the expenditure against MIG. The debt collection rate requires intervention to
ensure improvement in the collection rate. The credit control services would have to be revived to ensure
improvement of collection and also the management of the escalating debt. The issue relating to MIG
expenditure are currently being addressed by the technical services department.

11.4 TECHNICAL SERVICES

Introduction
The department is generally responsible for the implementation of water and sanitation projects and also
the operation and maintenance function of the services.

The department is split into 3 sections namely:
a) Planning and Implementation

b) Operations and Maintenance
c) Water Quality Management

Planning and Implementation.

The section deals with new capital projects implementation. The implementation has been progressing
slowly due to bottlenecks with the finalisation of Supply Chain Processes.

Since July, the department has experienced snags ranging from social facilitation to administration. Many
has since been resolved and the implementation has resumed.
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Certified payments for MIG as at 31 December are 41% of the budget and required urgent intervention.
The Water Services grant funds two projects namely :

i For Phase 2 which is Secondary uMshwathi Bulk Water project (Nadi to Mtulwa) the tender is
currently on advert closing on 19 January 2018.

ii. Phase 1 of the uMshwathi Regional Bulk ( Nadi to Ntanzi ) was advertised July 2017, and
recommended for award in November 2017, however the appointment has not yet been
confirmed. The budget for the project is estimated at R 97 million.

The implementation of the budget is progressing well and at 31 December is sitting at 68%.

Operations and Maintenance

The operations and maintenance department ensures uninterrupted service to our customers. To facilitate
that, the section has various operational staff including plumbers, general workers, millwrights and
technicians to facilitate the smooth operations of the service.

Further, the section has a month to contract with external service provider who does routine and
specialised maintenance mainly on electrical and mechanical components. The tender has been advertised
and is on the award stage.

The service interruption is at about 30% being resolved within 15 hours.

Further, the section has a contract with the uMgeni water for the running of its treatment plants which are
operating efficiently and awarded a compliance status through the green drop evaluation.

To improve its operations and reduce expenditure, the section has managed to procure 6 vacuum takers
to be run internally.

Water Quality Management

The section monitors the technical compliance of the operations for the water and sanitation services. The
evaluation of the healthy, drinking water quality and control of release of the acceptable effluent back to
river streams ensuring a balanced and healthy eco system is achieved.

The section effectively manages the operations and maintenance section.

11.5 MUNICIPAL MANAGER’S OFFICE

The office of the Municipal Manager is responsible for the below listed functions;
Intergovernmental Relations
Communications

Internal Audit

Legal Services

ICT

Risk Management and Compliance
IDP

Research and Development
Performance Management

WSA

The abovementioned Sections are fully functional and have budget allocation.
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11.5.1 Water Services Authority

WSDP

A WSDP was prepared and adopted in August 2017. This is a five year plan which will expire in 2021/2021,
and is reviewed annually.

Water services by-laws
Currently the existing by-laws are being reviewed, thereafter they will follow the approval process.

Regulatory performance management system (rpms)

Results were received for 2015, and they were at 28%. There were recommendations that the UMDM
should consider which were provided by DWS. The submission of the reassessment report was submitted
to the Department of Water and Sanitation for their review.

Water quality monitoring

Bluedrop score for 2014 was 89.94%, and currently 2015 assessment is being prepared by the DWS
together with uMDM. We are in continuous engagement with the DWS in preparation of the assessment
for blue drop.

Waste water quality monitoring

Greendrop score for 2013 was 76.1%, and DWS will provide guidance on their next assessment. We are in
continuous engagement with the DWS in preparation of the assessment for green drop, our last
engagement was on the 13" of September 2017

Effect of new demarcation for the municipality

There are changes in our boundaries due to new demarcations. Municipalities that are affected are
Impendle, UMngeni, Mpofana, and UMkhambathini. These boundaries affect Harry Gwala DM,
UMzinyathi, Msunduzi and EThekwini. We have concluded a transfer of assets with EThekwini
Municipality, and we are currently in discussion with the other municipalities.

Drought intervention

The DSW instructed municipality to reduce their water supply by 15%. We are constantly monitoring
drought intervention by Umdm to ensure the district is playing its part in the preservation of the fast
depleting resource.

Revenue enhancement

In order to enhance revenue, areas where we are not billing and areas where we are billing but there is no
revenue collected are being identified. The plan is to engage the community through umdm political
leadership and ward councilors. Also areas which are unbillable will be identified and recourse will be
sourced. Currently Water Manco is deliberating on the issues related to revenue enhancement.
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MUSSA

This financial year we prepared and submitted Municipal Strategic Self-Assessment (MuSSA) for water
services, which is a compliance by the DWS.

I CT SERVICES

The Information Communication Unit has successfully filled 80% of its vacant posts, the remaining 20%
have been prioritized for in the 2018/2019 financial year. The filling of Vacant Posts has reduced the Units
dependency on external service providers for operational efficiencies and has yielded a cost reduction on
outsourced services.

In its forward strides toward reliable and secure Information Communication Technology Services, the
Municipality has seen an improvement in the internet speed and network availability as a result of the
Investment into 100mb Fibre Backbone.

In the first and Second Quarter of 2017/18 Financial year, the Unit has attained 85% uptime on services.
Power cuts have been the main contributor towards service interruptions in these two quarters. ICT is
being aided by the Corporate Services Administration Office the process of replacing the Broken
Generator.

The Intranet and Employee Self Service (Online Leave Management Systems) are Master Systems Plan
Projects that have been prioritized for implementation in the current Financial Year. The Employee Self-
Service System will aid the Human Resources Section in achieving operational excellence by automating
the Leave Management Process. The system is expected to Go Live in Quarter three of the current
Financial Year. The Intranet aims to provide an Internal Unified Communication Platform where important
Business information such as Forms, Policies, Internal Notices and News can be shared. This system will be
accessible through a Mobile App downloadable on user Mobile phones and a light desktop application

IGR
The focus area for IGR is as follows:

Coordination of the Mayor’s and Speaker’s Forum meetings; and

Ensuring improved Intergovernmental Relations with relevant stakeholders and Sector Departments and
Traditional Leaders; and

Ensure improved sound governance within the municipality.

The performance in terms IGR Structures, the Mayor’s Forum have achieved 25% and the Speaker’s Forum
have achieved 50%.

In relation to support to the Traditional Leaders the unit have achieved 100%

In relation to public participation the target was not met.

IDP
The unit focuses on:

Development of the credible Integrated Development Plan as the basis and the road map for the District.
The current (2017/2018) IDP was adopted by the Full Council on 30 June 2017. There is alignment with the
National Development Plan (NDP)-Provincial Growth and Development Strategy and Plan (PGDS/P)-District
Growth and Development Plan (DGDP). The uMDM'’s IDP 2017/2018 is credible and has scored over 70%
as per COGTA’s assessment. Public participation meetings referred to as Izimbizo were held during April-
May 2017 to inform the review for 2018/2019 IDP and Budget respectively

The uMDM’s IDP is also shaped by the Full Council’s Strategic Agenda” for the next five years that was
adopted from the Strategic Planning session that was held on 08-09 September 2016. The aforementioned
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workshop came up with the new Vision, Mission statement, the strategic goals-including the Mayoral 10
Point Plan for the next five years.

Furthermore, the annual SDBIPs on the above are executed by the internal Departments in collaboration
with the Municipal Portfolio Committees, who in turn report to the Executive Committee and the latter to
Full Council. Furthermore, the uMDM’s IDP Forum met on 28 September 2017, to shape the Situational
Analysis and also met on 23 November 2017 to shape the Strategies Phase of the IDP review for
2018/2019. The uMDM'’s IDP is mSCOA compliant, it is aligned with the Budget and the new SDBIP The IDP
priorities have been identified and informs the review of the current Budget and the new budget cycle.
The major challenge is that of filling the vacant Post of Development Planner: IDP, HR are expected to
resolve the challenges.

Legal Services

The main expense for the legal department is the costs of attorneys that are instructed to institute for or
defend claims against the Municipality. The value of an attorney’s bill is determined by the nature,
complexity, forum and duration of a matter. However, the three main categories dealt with are urgent
interdicts, general litigation, opinions and labour litigation. The average attorney bills for these three kinds
of matters should be R100 000, R90 000, R10 000, R80 000 per matter in a year, respectively.

Bills are influenced by court sittings and attendances, all depending on the activeness of the matter and
court rolls. All matters currently open are set out in the attached litigation register. The budget is also used
for matters that fall outside of the main categories such as drafting of contracts and conveyancing.

From the budget, payments are also made for the settlement of matters. In this year three matters have
been settled, but payment is pending in respect of two matters. The potential for settlement of the
remaining matters appears in the potential liability column of the litigation register. Settlement has been
attempted on most matters, and the only three which are still capable in this financial year are NC Ggada,
the new Telkom claim and Mshengu & Others.

Licencing fees in respect of subscriptions from Juta and Lexis Nexis are to provide access to the law for
research and advice, without which the department will be ineffective.

The S&T budget caters for the reimbursement of expenses incurred by individuals external to the
Municipality who are requested by the Municipality to Chair and prosecute disciplinary enquiries. This
item may be removed if catered for under Corporate Services.

Lastly, may the existing personnel budget be retained. The vacant legal officer position is due to be
advertised shortly. Filling this position will enable the department to maintain control of externally handles
matters and continue to manage those that have been largely maintained internally such as the drafting
and review of contracts. The additional workload with the debt collection drive to be embarked on,
demands the additional capacity.

Internal Audit
The unit focuses on:

To provide reasonable assurance on the adequacy and effectiveness of the systems of internal controls,
risk and performance management.

In terms of performance the section has achieved 25% on the Audit Committee meetings and 33% on
training.
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Communications

The unit focuses on the following;

Ensure effectiveness and focussed communication both within and outside the municipality; and
Strategically profile the municipality in line with the mission and vision of the municipality. Successful
campaigns have been conducted in line with this objective in the first half of the year. Different media
platform have also been explored for improved communication such social media push messaging, radio
etc.

Risk Management and Compliance

The section focuses on:

To improve the level of legal compliance within the municipality; and

To identify and prioritise potential risks for the municipality.

The Risk Policy was reviewed which in terms of achievement percentage is 100% and slow progress is on
the implementation of risk register. For the review of Fraud prevention policy and strategy an
arrangement has been made with COGTA to provide the support.

Research and Development

The section focuses on:

To obtain new knowledge and verify existing information in line with the IDP and the general development
of the citizens of the uMgungundlovu District Municipality.

Performance Management

The section focuses on the promotion of the culture of excellency within the municipality;

To promote the culture of excellency and establish the framework of desired outcomes in line with the
vision and mission of the municipality. Statutory obligation for performance management were
successfully met within the first half of the year. Programmes such as the mayoral excellence awards were
deferred to the following year pending the review of the system for measurement of excellence.
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12. IN-YEAR BUDGET STATEMENT TABLES: DECEMBER 2017 REPORT

The preliminary financial results for the period ended 31 December 2017 (i.e. 6th month
of the 2017/18 financial year) are attached consisting of the following tables, in Annexure
A:

Part 1

(@) Table C1: Consolidated Monthly Budget Statement — Summary

(b) Table C2: Consolidated Monthly Budget Statement — Financial Performance
(standard Classification)

(c) Table C3: Consolidated Monthly Budget Statement — Financial Performance
(Revenue and Expenditure by Municipal vote)

(d) Table C4: Consolidated Monthly Budget Statement — Financial Performance
(Revenue and Expenditure)

(e) Table C5: Consolidated Monthly Budget Statement — Capital Expenditure by vote,
standard classification and funding

) Table C6: Consolidated Monthly Budget Statement — Financial Position

(g Table C7: Consolidated Monthly Budget Statement — Cash Flow

Part 2

(@) Table SC1: Material variance explanations

(b)  Table SC2: Monthly Budget Statement — Performance Indicators

(c) Table SC3: Monthly Budget Statement — Aged Debtors

(d)  Table SC4: Monthly Budget Statement — Aged Creditors

(e)  Table SC5: Monthly Budget Statement — Investment Portfolio

) Table SC6: Monthly Budget Statement — Transfers and grant receipts

(g Table SC7: Monthly Budget Statement — Transfers and grant expenditures
(gb) Table SC7 (1): Monthly Budget Statement-Approved Roll overs

(h)  Table SC8: Monthly Budget Statement — Councillor and Staff Benefits

()  Table SC9: Monthly Budget Statement — Actual and Revised targets for cash
receipts

() Table SC10: Monthly Budget Statement — Parent Municipality Financial
Performance (Revenue and Expenditure)

(k)  Table SC11: Monthly Budget Statement — Summary of Municipal Entities

)] Table SC12: Monthly Budget Statement — Capital Expenditure Trend

(m) Table SC13a: Monthly Budget Statement — Capital expenditure on new assets by
asset class

(n) Table SC13b: Monthly Budget Statement — Capital expenditure on renewal of
existing assets by asset class

(m) Table SC13c: Monthly Budget Statement — Capital expenditure on repairs and
maintenance by asset class

(p)  Municipal manager’s quality certification

13. CONCLUSION
This report meets with the requirements of the MFMA, Sections 52(d), 71 and 72 by

submitting the ‘In-year report’ to Finance Committee on the implementation of the
budget and the financial status of the municipality.
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ANNEXURES:
Annexure — Schedule C

REPORT - FLOW COMPLIANCE CHECK
FILE: 5/1/1/1
INITIATOR: Sinegugu Ncube

HEADING (INCLUSIVE OF NAME OF DIVISION/DEPARTMENT):

FINANCIAL SERVICES DEPARTMENT

PRELIMINARY IN-YEAR FINANCIAL REPORT (MONTHLY AND SECOND
QUARTER BUDGET STATEMENT) FOR THE PERIOD ENDING 31 December 2017

REPORT CHECKED AND PASSED FOR SUBMISSION TO: Finance Committee

COMPREHENSIVE
NESS (FACTS,
COMMENTS, CORRECTNESS QUALITY
RECOMMENDATIO
NS ANNEXURES) ) )

()
EXECUTIVE MANAGER: BUDGET OFFICE
NONDUMISO MBATHA
SIGNATURE: ) ") )
DATE © oo
EXECUTIVE MANAGER: REVENUE MANAGEMENT:
SIBONGILE KHUMALO

() () ()
SIGNATURE: ....cviiiiiiieeeee e,
DATE & oo,
EXECUTIVE MANAGER: EXPENDITURE MANAGEMENT:
NOMPUMELELO KHUMALO
SIGNATURE: ..o, ) ") )
DATE & oo,
HEAD OF DEPARTMENT: CHIEF FINANCIAL OFFICER :
SINEGUGU NCUBE

() () ()
SIGNATURE & ..o,
DATE & oo,
EXECUTIVE MANAGER: INTERNAL AUDIT
PORTIA NZIMAKWE

() () ()
SIGNATURE: ....coiiiiieiiieoee e,
DATE & oo,
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Municipal Manager’s quality certification

I, Raymond Ngcobo, Municipal Manager of the uMgungundlovu District Municipality,
hereby certify that the monthly preliminary report on the implementation of the budget
and financial state affairs of the municipality for the month of December 2017 has been
prepared in accordance with the Municipal Finance Management Act and regulations
made under that Act.

Print name: Dr RM Ngcobo

Municipal Manager: uMgungundlovu District Municipality

Signature:

Date:

Print name: Clir T E Maphumulo

Mayor: uMgungundlovu District Municipality

Signature:

Date:
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