CIGFARO

iiii -
IIII Hw W

R [ e ] 'I‘
State of Municipalities in the Province
Revenue Financial Viability and Funde/d

Budget

CIGFARO

Chartered Institute of
Government Finance, Audit & Risk Officers

SAQA Recognised Professional Body



Presentation Outline

= Legislative Background

Funded Budget Status

Municipal Revenue Value Chain

Operating Revenue: Grant Dependency

Collection Rate
Net Debtors Day

Cash/Cost Coverage Ratio

gt ; ‘k
()
P \
| )
Chartered Institute of
Government Finance, Audit & Risk Officers

www.cigfaro.co.za



Legislative Background
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MFMA sec 18 Funding of expenditure - (1) An annual budget may only
be funded from
a) realistically anticipated revenue to be collected
b) cash-backed accumulated funds from previous years’ surpluses
not committed for other purposes; and
c) borrowed funds, but only for the capital budget referred to in
section 17(2)
MFMA sec 18 (2) Revenue projections in the budget must be realistic,
taking into account
a) projected revenue for the current year based on collection levels
to date; and
b) actual revenue collected in previous financial years
MFMA sec 64 states that the accounting officer of a municipality is
responsible for the management of the revenue of the municipality and
must ensure that there are systems and procedures in place to ensure
that revenue due to the municipality is billed and collected, including
debtors' management
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Name of Municipality | Tabled |Adopted | Adjusted

Budget | Budget | Budget

Polokwane
Blouberg

Lepelle-Nkumpi
Molemole
Capricorn

Ba-Phalaborwa

Greater Giyani

Greater Letaba

Greater Tzaneen

Maruleng

Mopani

Elias Motsoaledi

Ephraim Mogale
Makhuduthamaga
Tubatse Fetakgomo
Sekhukhune

Collins Chabane
Makhado

Musina

Thulamela

Vhembe

Bela Bela

Lephalale
Modimolle-Mookgopong

Mogalakwena
Thabazimbi
Waterberg
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| Large unsettled historical debt with no payment

arrangements

| actuals

| Ballooning expenditure commitments without parallel growth

" Budgeing o ununded capa prjects (o cash backed |
| reserves)

ver-reliance on the system vendor with regard to use of the
! financial system

‘ Unmanaged travel costs, overtime, contracted services
(legal, security, water tinkering)

/
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Municipal Revenue Value Chain

f
%
Chartered Institute of
Government Finance, Audit & Risk Officers

Measuring
consumption
Invoice Tariff
distribution setting
Surveyor G Human
General A Billing Settlements
~ Opening
—~ Accounts
E’(cemion Invoice
reporting generation N
Credit s Customer
control Accounts Care
Deeds oo Legal
Registry S~ ! Services
. Municipal
Revenue
Management ~

Collections
and
Refunds payment
Functions within the revenue value \I'.ECEI pting
v chain

Infrastructure

. e —— p—

Usageand Building - ~ 4 General ~
zoning Regulations — Valuation

— Roll (5yrs) Resolving

Clearances objections

Town
Planning

e —— ———

Valuations

Certificate of Building ;
Occupation Plans e —

Approval Supplementary
valuations

Dependencies integral to effective municipal revenue management
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Municipality Audited Outcome Original Bud

Ba-Phalaborwa 37%
Greater Giyani
Greater Letaba
Greater Tzaneen
Maruleng

Mopani

Collins Chabane
Makhado

Musina

Thulamela

Vhembe District
Elias Motsoaledi
Epriam Mogale
Makhuduthamaga
Fetakgomo Tubatse
Sekhukhune District
Molemole

Blouberg
Lepalle-Nkumpi
Capricon District
Bela-Bela

Lephalale
Modimolle-Mookgophong
Mogalakwena
Thabazimbi

W aterberg DM
Polokwane

Between31%-50% [ 8 | 8 | 6 |

Summary 50% 48% 48%
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Development of the implementable revenue management &
enhancement strategies ‘

Ensure that all consumptions are metered, including in rural
areas where possible

Municipalities should consider expanding their electricity
distribution to the rural areas, especially in new areas

Formalisation of rural areas by engaging with the
Department of Rural Development and Land Reform for
land donation.

Ensure all billable revenue is correctly billed and collected
timeously.
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Municipalities >2023/24 2024/25 31-Mar-26

Blouberg 80%0
Lepelle-Nkum pi
Molemole
Polokwane
Capricorn
Ba-Phalaborvwa
Greater Giyani
Greater Letaba
Maruleng

Greater Tzaneen
Mopani

Ellas Motsoaledi
Epriam Mogale
Makhuduthamaga
Fetakgomo Tubatse
Sekhukhune District
Makhado

Musina

Collins Chabane
Thulamela

Vhembe District
Bela Bela

Lephalale
Mogalakvwena
Modimolle-Mookgopong
Thabazim bi
Waterberg District

Between 70% and 94% 2+ | e | 5
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Collection Rate Challenges
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Lack of credit control and debt collection
policy enforcement

Unaffordable tariff setting for certain consumers

Recurring estimates used by the municipalities on
the monthly billings

The credibility of biling on a monthly basis is
guestionable in some instances.

High level of outstanding consumer accounts
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Municipalities

Net Debtors Days (Norm 30 davs)

Blouberg

Lepelle-Nkum pi

Molem ole

Polokwane

Capricorn

Ba-Phalaborwa

Greater Giyani

Greater Letaba

Maruleng

Greater Tzaneen

Mopani

Elias Motsoaledi

Epriam Mogale

Makhuduthamaga

Fetakgomo Tubatse

Sekhukhune District

Makhado

Musina

Collins Chabane

Thulamela

NV hembe District

Bela Bela

Lephalale

Nogalakwena

NModimolle- Mookgopong

Thabaz=imbi

VvV aterberg District

Restated 2023/24 | Audited 2024/25

Within the norm
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Cash/Cost Coverage Ratio

Cash/Cost Coverage Ratio (Norm 1 - 3 months)

Polokwane

Capricorn

Ba-Phalaborwa

Greater Giyani

Greater Letaba

Maruleng

Greater Tzaneen

Mopani

Elias Motsoaledi

Epriam Mogale

Makhuduthamaga

Fetakgomo Tubatse

Sekhukhune District

Makhado

Musina

Collins Chabane

Thulamela

Vhembe District

Bela Bela

Lephalale

Mogalakwena

Modimolle-NMookgopong

Thabazimbi

VV aterberg District

Municipalities Restated 2023/24 | Audited 2024/25 | 31-Mar-26
Blouberg 11,1 6,6 8,1
Lepelle-Nkum pi 71,8 69,3 62,0
Molemole 13,7 11,6 17,0

5,2

27,3

 Abovethenorm | 40 | o9 | 21 |
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