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List of Abbreviations and Acronyms used in the Monthly Budget Statement 

AFS – Annual Financial Statements 
AGSA - Auditor-General of South Africa 
BTO - Budget and Treasury Office 
CAPEX – Capital Expenditure 
CFO - Chief Financial Officer 

 PART 1: IN-YEAR REPORT FOR THE MIDYEAR ENDING 31 DECEMBER 2025 

TO: THE EXECUTIVE MAYOR 



FROM: THE DIRECTORATE: FINANCIAL SERVICES: BUDGET & TREASURY OFFICE 

 

MUNICIPAL FINANCE MANAGEMENT ACT (MFMA): SECTION 72: IN-YEAR MONTHLY BUDGET 

STATEMENT FOR THE MIDYEAR ENDING 31 DECEMBER 2025 

 1. Purpose  

 

The purpose of this report is to provide a monthly statement on the implementation of the budget of the municipality 

for the midyear ending 31 December 2025.  

 

 2. Background  

 

Section 72(1) of the MFMA requires from the Municipal Manager, as Accounting Officer of the Municipality, to 

submit a mid-year budget assessment report to the Executive Mayor by 25 January of each year detailing the state 

of the Municipality’s capital and operational budget, based on the Section 71 reports submitted; the Municipality’s 

service delivery performance for the first half of the financial year taking into account the service delivery targets 

and performance indicators set in the Service Delivery and Budget Implementation Plan (SDBIP); and, also taking 

into account the previous year’s Annual Report and the progress made on resolving problems identified in the 

Annual Report. 

 

This Mid-Year Budget Assessment report addresses only the financial related matters (budget versus actual for 

operating income, operating expenditure and capital expenditure) and the progress made on the financial related 

concerns identified in the latest Annual Report. The Municipality’s service delivery performance assessment on the 

service delivery performance indicators, as specified in the SDBIP. Will be provided in a separate report. 

 

Section 28 of the MFMA determines that: “(1) A municipality may revise an approved annual budget through an 

adjustments budget. (2) An adjustments budget: (a) Must adjust the revenue and expenditure estimates downwards 

if there is material under-collection of revenue during the current year; (b) May appropriate additional revenues that 

have become available over and above those anticipated in the annual budget, but only to revise or accelerate 

spending programs already budgeted for; (c) May, within a prescribed framework, authorise unforeseeable and 

unavoidable expenditure recommended by the mayor of the municipality; (d) May authorise the utilisation of 

projected savings in one vote towards spending under another vote; (e) May authorise the spending of funds that 

were unspent at the end of the past financial year where the under-spending could not reasonably have been 

foreseen at the time to include projected roll-overs when the annual budget for the current year was approved by 

the council; (f) May correct any errors in the annual budget; and (g) May provide for any other expenditure within a 

prescribed framework. 
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This report does not include draft proposals for adjusting the latest approved annual budget for budgeted revenue 

and budgeted expenditure. This report is a summary of the main concerns arising from the budget monitoring 

process. It compares the actual results of operating revenue, operating expenditure and capital expenditure, 

against the budgeted revenue and expenditure for the first six months of the current financial year. The projections 

made by the Chief Financial Officer is simply for assessment purposes and is not suggesting that any of the 

amounts be allocated to line items in the adjustments budget. This will be an administrative exercise performed by 

senior and middle management, wherein all departments, divisions and sections will be involved. 

 

The budget statement for the Midyear Term of the 2025/26 Financial Year must be submitted on the 15th of January 

2026 in order to comply with the reporting timeline. The Section 71 data strings were submitted to Treasury on the 

09th of January 2026. 

 3. Executive Summary 

 

The financial performance is highly affected by both internal and external factors, which amongst others include: 

 A high inflation rate. 

 Aging infrastructure. 

 Wage increases for municipal staff members and the need to fill critical vacancies. 

 The inability to service the outstanding Eskom and Department of Water Services debts. 

 A low cash flow to procure sufficient machinery, vehicles and other tools to effectively deliver the services 

to the community. 

 The high unemployment rate in the DLM communities which affects the payment of services. 

 Illegal water and electricity connections, cable theft and meter tampering. 

 

The municipality has taken measures to mitigate problematic areas with a focus on improving its financial 

performance. The measures taken to address the aforementioned issues includes the following: 

 Issuing notices and cut offs to non-paying consumers. 

 Implementing the flat rate to all rural households who have not registered as indigents. 

 

 

 

 

 

 

Table 1: Consolidated Summary – Statement of Financial Performance YTD Budget 



 

Description Financial Year 2025/26 

 
R thousand 

 
Original 
Budget 

 
Year TD Actual 

 
Year TD Budget  

YTD Variance 

 
YTD 
Variance % 

Operating Revenue 396 929 224 717 198 464 26 252 13% 

Operating Expenditure 396 512 203 919 198 256 5 663 3% 

Surplus/Deficit) 417 
 

 
20 797 208 

 
20 589  

 

Capital Expenditure 16 526  
9 498 

8 263  
1 235 

15% 

 

The total year to date actual operating revenue of R224.7, is R13 million (13%) more than the year-to-date budget 

of R198.4 million whereas the total year to date operating expenditure of R203.9 million, is R5.6 million (3%) more 

than the year-to-date budget of R198.2 million. The total year to date capital expenditure of R9.4 million is R1.2 

million (15%) more than the year-to-date budget of R8.2 million. 

 

 

 4. Budget performance overview  

 

There is slow progress in the implementation of the funding plan. Moreover, the information below relates to the 

activities that the municipality’s implementing with regards to improving their sources of revenue and improving the 

current methods that are in place. The municipality has updated the funding plan to indicate the corrective 

measures that will be implemented to achieve a funded budget in a period of three years which include measurable 

targets in terms of improvement in the collection rate and cost containment initiatives. 

 

4.1 Revenue collection from councilors and officials 

 

Councilors and Staff members of a municipality who are in arrears to the municipality for rates and service charges 

for a period longer than three (3) months have deductions of not more than 25% of the employee’s remuneration 

for debt in line with the basic conditions of employment. 

 

The municipality has requested to enter into an agreement with the officials and councilors for the payment of arrear 

accounts. 

 

Revenue enhancement meetings are held monthly and continue to take place on a regular basis. Terms of 

reference have been established, and implementation has already started. 
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Cash flow committee terms of refence have been established and meetings are being held going forward. 

Management of all procurement through Cashflow Management Committee on procurement below R 200 000.00 

including contracted services is done. 

 

Revenue from rendering services  

The revenue received is below the expected revenue, cut-offs are being implemented monthly. 

 
The Municipality has further implemented the following cost curtailment measure to reduce expenditure: 

 • Monitor employee related costs by ensuring employees only work 40 hrs overtime 

 • Prioritising of filling of critical post that have impact on revenue generation and reduces overtime 

 • Enforce all procurement to be undertaken through and by SCM Unit only 

 • Manage all procurement through Cashflow Management Committee on procurement below R 200 000.00 

including contracted services 

 

4.1 Operating Revenue by Source  

Table 2: Table C4 Financial Performance – Revenue – Midyear  

 

 

 

 Electricity Revenue – amounted to R55.5 million, above the target by 16%. 

 Water Revenue – amounted to R14.1 million, below the target by 7%. 



 Waste Water Management Revenue – amounted to R14.9 million below the target by 1%. 

 Waste Management – amounted to R5.8 million, stable at 0%. 

 Sale of Goods and Services – amounted to R926 thousand, below the target by 20%. 

 Interest earned from receivables – amounted to R28 million, below the target by 1%. 

 Interest from Current and Non-Current Assets – amounted to R0, below the target by 100%. 

 Rental From Fixed Assets – amounted to R202 thousand, below the target by 100%. 

 Operational Revenue – amounted to R6 thousand, below the target completely by 100%. 

 Property Rates – amounted to R20.7 million, above the target by 2%. 

 Fines – amounted to R119 thousand, above the target by 91%. 

 Transfers and subsidies: Operational – amounted to R83.4 million, above the target by 46%. 

 

Chart 1: Revenue by Source – Midyear Actual as a percentage of Total Revenue 

From the table below we can deduce that 40% of the total revenue to date came from Service Charges. The second 

largest contributor to the municipality’s revenue sources are the operational transfers and subsidies, which 

contribute to 37% of the total revenue. 

 

Description 

R’000 

Midyear Performance % of the Total Revenue  

Property Rates 

Services Charges 

Investment Revenue 

Transfers and Subsidies – Operational 

 

Other Own Revenue 

 

R 20 793 

R 90 491 

R 28 035 

R 83 406 

 

R 1 992 

 

9% 

40% 

12% 

37% 

 

2% 

Total Revenue R 224 717 100% 

 

 

 

 

 

 

4.2 Operating Expenditure by Type  
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Table 3: Table C4 Financial Performance – Expenditure – Midyear 

 

 Employee Related Costs – amounted to R43.0 million, above the target by 2%. 

 Remuneration of Councillors – amounted to R3.4 million, below the target by 9%. 

 Bulk Purchases – amounted to R68.3 million, above the target by 4%. 

 Inventory Consumed – amounted to R9.4 million, above the target by 76%. . This was due to the Chemical 

Purchases and the spare material procured due to theft and vandalism of the Infrastructure materials. 

 Interest – amounted to R17.3 million, above the target by 181%.the interest is as a results of the Eskom 

Debt charging Interest per month 

 Contracted Services – amounted to R41.9 million, below the target by -255%. The cost of security has 

escalated due to the increase in the number of sites.  

 Operational Costs - amounted to R20.3 million, above the target by 165%. The breakdown of materials 

infrastructure also contributed in the increase of the operating costs  

 

 

 

4.3 Capital expenditure  

 



Capital projects for the current financial year are already in progress and will accelerate towards year-end. Monthly 

and quarterly monitoring of capital implementation are done. 

 

4.4 Cash flows  

Reconciliations of the primary and secondary bank accounts are done on a monthly basis. 

 

 5. In-year budget statement tables  

Table 4: C1 Monthly Budget Statement Summary – Midyear 

 

 
 
 

Table 5: C2 Monthly Budget Statement – Financial Performance (Functional Classification) – 

Midyear 
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Table 6: C3 Monthly Budget Statement – Financial Performance (Revenue and Expenditure by 

Municipal Vote) – Midyear 

 



 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

Table 7: C4 Monthly Budget Statement – Financial Performance (Revenue and Expenditure) – 

Midyear 
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Table 8: C5 Monthly Budget Statement – Capital Expenditure (Municipal Vote, Functional 

Classification and Funding) – Midyear 
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Table 9: C6 Monthly Budget Statement – Financial Position – Midyear 

 
 

Table 10: C7 Monthly Budget Statement – Cash Flow – Midyear 
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Table C7 provides details of the monthly cash in- and out flow. For midyear ended 31 December 2025, the net 

cash from operating activities was a surplus of R 27.8 million whilst cash used for investing activities amounts to 

a deficit R 8.3 million. Furthermore, the municipality did not record any amount for the net cash used for financing 

activities. The cash & cash equivalents held at the end of the midyear ended 31 December 2025 amount to a 

surplus of R 19.4 million. 

It should be noted that the municipality has a favourable bank balance at the end of the reporting midyear ended 

in 31 December 2025. Moreover, there’s still outstanding creditors and outstanding debtors as disclosed in the 

debtors and creditors age analysis tables below. 

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 



 

 PART 2: SUPPORTING DOCUMENTATION 

 

 6. Debtors’ Analysis  

The Municipality is in full control of the billing system and apply their credit control policies in managing consumer 

debtors 

 

Government departments that are in arrears are reported to the COGHSTA at the Debt Forum for further 

intervention. 

The Debtors age analysis includes only those consumer amounts which have become due and not the future 

amounts which will only fall due in coming months for consumers who have chosen to pay their rates and service 

charges on an instalment basis. 

 

Table 11: SC3 Monthly Budget Statement – Aged Debtors – Midyear 

 

 

 

The debtor’s age analysis analyses amounts owed by customers for services rendered by the municipality 

according to the length of time that those amounts have remained unpaid.  

The debtors’ balance for the reporting midyear ended 31 December 2025 amounts to R 1.032 billion. Outstanding 

Debtors that are older than 90 days’ amounts to R 974 million of the total outstanding debts. 

 

Arrears: Councillors 

 
1. The total outstanding debt of Councillors to date – after the due date of the midyear was R 602 500.60 

2. The services amount deducted by mutual agreement between both the municipality and the councillors 

respectively as a collective was R 51 507.12 for the midyear ended 31 December 2025. 
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Arrears: Employees 

 
1. The outstanding debt of employees after the due date of the midyear was R 974 800.20 

2. The services amount deducted by mutual agreement between both the municipality and the employees 

respectively as a collective was R 41 087.64 for the midyear ended 31 December 2025. 

 

 7. Creditors’ Analysis 

The municipality has not signed a settlement agreement with the Department of Water and Sanitation for a monthly 

payment but is however currently in an ongoing discussion with the Department regarding a payment arrangement. 

The municipality is not up to date with its commitment and interest is being charged on outstanding amounts. 

The municipality has not entered into a debt settlement arrangement with Eskom for a monthly payment in the 

2025/26 financial year. The municipality is not up to date with this commitment and interest is still being charged 

on outstanding amounts. The municipality has had continuous negotiations with Eskom but could not agree on a 

feasible amount to pay on a monthly basis due to the municipality’s cash flow constraints. 

 

The Municipality has made arrangements with MUNSOFT and the Auditor General of South Africa to honour its 

commitment of paying R 750 000 and R 500 000 respectively on a monthly basis and to develop payment plans 

for the repayment of debt for the 2025/26 Financial Year. Arrangements are structured in a manner that will ensure 

that the net cash flows of the municipality are positive and that the legal obligations of the terms of the arrangements 

are met. The municipality is currently not being charged any interest by both MUNSOFT and the Auditor General 

of South Africa respectively. 

 

Table 12: C3 Monthly Budget Statement – Aged Creditors – Midyear 

 

 

 

The creditors’ age analysis indicates an analysis of unpaid received invoices, aged by due date. The creditors are 

broken down into eight ageing periods. 



The Creditors Analysis shows an outstanding amount of R 621.8 million for the midyear ended 31 December 2025. 

The municipality has taken several initiatives to ensure that the arrears amount owed to Eskom is paid. The 

outstanding amount for Bulk Water is R 30.9 million. 

The Municipality’s outstanding trade creditors amount to R 336.4 million. The Municipality has an outstanding 

payment to Auditor General of R 12.0 million. 

The Municipality does not maintain sufficient working capital thus resulting in statutory payments and some other 

creditors not being paid timeously. The outstanding creditors are continuously increasing thus indicating that the 

Municipality is entering into obligations that it’s unable to service. Unless all interventions are implemented 

(Revenue enhancement strategy, financial recovery, cost curtailments & installation of smart meters) the 

Municipality will face severe financial sustainability issues & distress, that might require the Municipality to consider 

interventions as entrenched within the Municipal Finance Management Act. 

 

 8. Investment portfolio analysis  

The municipality does not have an investment portfolio. 

 9. Allocation and grant receipts and expenditure 

 

The DORA grants are paid out in tranches annually. The first tranche was received in July and the second and 

third tranches will be received in December 2025 and March 2026 respectively as the National Treasury payment 

schedule. No changes have been made in the grant allocation. 

The operational grant income received is 28.75% of the budget. 

 

Table 13: Grants Allocation and Grant Receipt and Expenditure 
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10. Councillor and board member allowances and employee benefits 

 

Table 14: SC8 Councillor and Staff Benefits – Midyear 
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 11. Material variances to the service delivery and budget implementation plan  

 

 Service Delivery Annual Target Performance 

YTD 

Variance 

1 % of Grant Expenditure 100% 81%  

2 No of grant expenditure reports (MIG 

& INEP) 

12  1  

3 Approved PMU Project 

Implementation plan (by July 2024 

1 0  

4 Existing formal households provided 

with portable water 

14750 14000  

5 Existing formal households provided 

with sanitation services 

14750 14000  

6 Existing formal households provided 

with electrical services 

14750 14000  

7 Existing formal households provided 

with solid wastewater 

14750 14000  

8 Registered indigent formal 

households provided with free basic 

water 

100%(11062) 6,5%  

9 Registered indigent formal 

households provided with basic 

sewer services 

100%(11062) 6,5%  

10 Registered indigent formal 

households provided with free basic 

electricity 

100%(11062) 6,5%  

11 Registered indigent formal 

households provided with free basic 

solid wastewater 

100%(11062) 6,5%  

12 KMs of gravel roads maintained 40 40  

13 M of tarred roads maintained 3000 2500  

14 High mast lights maintained 87 75  
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15 KMs of stormwater infrastructure 

maintained 

40 35  

16 New formal households provided 

with new water service connections 

343 343  

17 New formal households provided 

with new sewer service connections 

343 343  

18 New formal households provided 

with new electricity service 

connections 

343 343  

19 New formal households provided 

with new solid waste service 

connections 

343 343  

20 Water quality compliance 60% 60%  

21 Wastewater quality compliance 60% 60%  

22 Traffic law enforcements conducted 1620   

23 Incidents reports on structural fires in 

informal settlements 

4 0  

24 Community members utilizing library 

services 

400 200  

25 Reports on municipal buildings 

maintained 

11 11  

 

 

 12. Capital programme performance  

The municipality does not have anything to report on regarding the capital programme performance for the midyear 

ended 31 December 2025. 

 13. Other supporting documents. 

N/A 

 14. Conclusion  

The report has been prepared in accordance to Section 71 of the Municipal Finance Management Act and meets 

all the requirements as set out in the Municipal Budget and Reporting Regulations. The report will be submitted to 

relevant stakeholders and will be made public by placing it in the municipal website as per section 75(l) of the 

Municipal Finance Management Act. 

 

Risks 



• Continuous breakdowns due to aged infrastructure as there is shortage of funds. 

• Community demonstrations and destruction of infrastructure due to limited services 

• Non-payment of services by community members  

Mitigating factors   

• Credit control measures are being implemented 

• Payment arrangements are in place  

• Executive mayor vacancy was created by May elections, the vacancy was subsequently filled in August. 

• Vacancy rate for senior managers has received attention and will soon be a thing of the past. 

• The budget funding plan is being institutionalised. 

 

 15. Annexure A: C-schedules  

The municipality has attached the C-Schedule for the midyear ended 31 December 2025. 

 

 16. Annexure B: Compliance with the conditions for Municipal Debt Relief 

As a minimum the municipality must include the information below quarterly for the duration of its debt relief 

participation / reporting. 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 



31 

 

16.1 MFMA Circular 124 – Municipality Compliance Self-Assessment 
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16.2 Municipal Debt Relief Performance Across the Period of Debt Relief Participation 

 

The table below shows the municipality’s overall relief compliance across the months of its debt relief participation 

since the National Treasury debt relief approval.  
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16.4 MFMA Circular 124 – Condition 6.6 (Electricity and Water as Collection Tools) & Condition 6.7 (Maintain a minimum average quarterly collection of property 

rates and services charges) 

16.4.1 Monthly / Quarterly Collection Per Ward  
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16.4.2 Midyear of the 2025/26 Financial Year  - Restriction of Free Basic 

Services to Indigent Households 
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16.5 MFMA Circular 124 – Condition 6.8 (Completeness of the revenue base) 
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16.5 MFMA Circular 124 – Condition 6.8 (Completeness of the revenue base) 

The municipality is currently in the process of updating the variances between the GV and 

the billing. The GV is relatively new due to the fact that it only came into implementation at 

the beginning of the 2025/26 Financial Year. Properties that were not included in the GV 

will be included in the supplementary roll. Furthermore, the municipality has been actively 

engaging the property valuer to ensure compliance with the MPRA for alignment purposes 

between the valuation roll and the MPRA. 

16.6 MFMA Circular 124 – Condition 6.3 (Maintaining the Eskom bulk current 

account) and Condition 6.12 (Proper Management of Resources) 

 
The municipality need to include as part of the MFMA s.71 narrative statement in this part 
– 

i. Any Eskom Bulk current account invoice(s) due and payable during the month of 
reporting. 

 

 

 

 
Eskom Bulk Account – 8111101388 Invoices from July 2025 to December 2025 
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46 
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Eskom Bulk Account – 8820215673 Invoices from July 2025 to December 2025 
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Eskom Bulk Account – 7300227827 Invoices from July 2025 to December 2025 
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Eskom Distribution Account – Invoices from July 2025 to December 2025 
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 17. Municipal Manager’s Quality Certification 
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 18. Recommendations 

 

It is recommended that that the Audit Committee meeting take note of -  

1. The quarterly budget statement for the midyear ended 31 December 2025. 

2. The non-compliance emanating from the municipality’s debt relief self-assessment as 

well as the Provincial Treasury’s independent assessment set-out in paragraph 16 

above. 

3. That Budget Adjustment be recommended for the Expenditures that are in deficit 

during February 2026 

4. The following remedial actions necessary and / or undertaken to improve the 

municipality’s monthly compliance in terms of the Debt Relief Conditions: 

5. As per recommendations above. 

a. Reviewal all account to ensure that all services are billed.  

b. Revenue enhancements committee established and sitting by weekly and 

c. Initiate a cut-off drive to enforce compliance, targeting businesses that 

have not met their payment obligations. 
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 ANNEXURE A: C-SCHEDULE  MIDYEAR ENDED 31 
DECEMBER 2025  

 

Dipaleseng local 

municipality 20260 Half year C Schedule version 6.9 M06.pdf
 

 

 

 

 


