EXTRACT OF THE MINUTES OF THE 161ST COUNCIL MEETING HELD ON 26 & 27 AUGUST 2025

“A2726 SECTION 52D FOR THE QUARTER ENDING 30 JUNE 2025

(91/3/6) Cluster : Finance
Portfolio: Financial Management
RESOLVED

THAT the Section 52d report for the quarter ending 30 June 2025 be considered as
prescribed by the Local Government: Municipal Finance Management Act, 56 1of 2003.”
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FES hereby certified that this is a true extract
from the minutes of a meeting of the Sedibeng
Jistrict Municipality.
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A2726 SECTION 52D FOR THE QUARTER ENDING 30 JUNE 2025

(9/1/3/6) Cluster : Finance
Portfolio: Financial Management

1. PURPOSE

The purpose of the report is to reflect on the financial position of the Municipality for the quarter
ending 30 June 2025.

2. OBJECTIVE

The abjective of this report is to assist Council to exercise their oversight function to:

a) Make rational decisions about the allocation of resources;

b) Assess the current provision of services, as well as the sustainability of future service
delivery;

C) Assess how officials have discharged their accountability responsibilities;

d) Ensure transparency in respect of the municipality’s financial position and operating
results;

e) Assess the performance of the municipality measured against preset targets and
objectives;

f) Inform Council on how cash and other liquid resources were obtained and utilized;

Q) Assess whether financial resources were administered in accordance with legislative
and regulatory requirements; and

h) Promote comparative information for prior periods and actual results against budgeted

or planned results;

3. LEGISLATIVE REQUIREMENTS:

In terms of section 52(d) of the MFMA, the Mayor of a municipality must, within 30 days of the
end of each quarter, submit a report to the council on the implementation of the budget and the
financial state affairs of the municipality.

. Any remedial or corrective steps taken or to be taken to ensure that projected revenue
and expenditure remain within the municipality’s approved budget.

4, BACKGROUND

Financial reports are the primary means of communicating financial information to other
interested parties. These reports are made accessible to the Executives for additional
management and financial information that helps it carries out its planning, decision- making
and control responsibilities, and therefore has the ability to determine the form and content of
such additional information to meet its own needs.

Governance is built around the responsibilities of accountability and oversight requiring a
culture of transparency and regular reporting. More detailed financial reporting to the Council
will facilitate an environment in which potential or real financial problems are reported in time
and in an appropriate manner to allow the council to remedy the situation.
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DISCUSSIONS

The discussions below are broadly categorized under items of financial position (balance
sheet), items of financial performance (income statement) and cash flow, as well as other
information of key importance such as Asset Management and MFMA Compliance.
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g) Financial Position

a) Current Assets
Debtors Management and Credit Control Status for the
Quarter ending June .

The debtor’s book balance of the municipality as attached in annexure A is
R 2 764 419 less bad debts impairment R 2 092 154 resulting to R 672 265.

DC42 Sedibeng - Supporting Table SC3 Monthly Budget Statement - aged debtors - M12 June

Description Budget Year 2024125
NT Total gcsthutzlv?l?:mn Impairment - Bad
Code | 0-30Days | 3160Days | 61-90Days | 91-120Days | 121-150Dys | 151-180Dys | 181Dys-LYr [ Overivr [Total over 90 days  [off against Debtsito
Council Policy
R thousands pebrors
Debtors Age Analysis By Income Source

Trade and Oter Receivables fom Exchange Transactons - Water 1200

Trade and Other Receivables fom Exchange Transactons - Electiciy 1300

Receivables fom Non-exchange Transactons - Property Rates 1400

Receivables from Exchange Transactons - Waste Water Management 1500

Recelvables from Exchange Transactons - Waste Management 1600

Receivables from Exchange Transactons - Property Renal Debiors 1700

Inereston Arrear Deblor Accouns 1810

Recoverable unauhorised, irregular, fuitess and wasteul expendiure 1820 - -

Oter 1900 631 - - - - - 4 2002 2764 2134 2002
Total By Income Source 2000 631 - 4 2002 2764 2134 2002
2023124 - totals onl 172762 10004 0 0 0 0 0 2092154 2275 2092 0 2092154
Debtors Age Analysis By Customer Group

Organs of State 2200 631 - - - - - 4 2002 2764 2134 2002

Commercial 2300 - -

Households 2400

Oter 2500 - -

Total By Customer Group 2600 631 - - - - - 4 2002 2764 2134 2002

Bank reconciliation

Annexure” C1 - 4" indicate the bank reconciliations prepared for the month of June 2025 with the

detail on the bank and cash book balances.

The Council has four operating bank accounts Account to be reported on namely:
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« Two Primary bank accounts, and
+ Two License bank accounts

Council is operating four primary accounts. Bank reconciliations are completed monthly within three
working days after the end of each month.

The cashbooks shows a favorable balance of R 58 915 202 as of end June..

The remaining cash balance must meet operational requirements till end of June 2025, until receipt
of the next equitable Share tranche due in new financial year.

b) Current Liabilities

Creditors’ Age Analysis

Annexure “D” represents the creditors’ age analysis of R 136 272 723 payable to the creditors in June
2025.

An amount of R 98 051 886.09 has been written off by the department of Transport which were old debt
occurring between 2017 and 2019.

DC42 Sedibeng - Supporting Table SC4 Monthly Budget Statement - aged creditors - M12 June

Budget Year 2024/25
Description NT g Prior year totals
Code 0- 31- 61- 91- 121- 151 - 181 Days - Over 1 Total for chart (same
R thousands 30 Days 60 Days 90 Days 120 Days 150 Days 180 Days 1 Year Year period)

Creditors Age Analysis By Customer Type
Bulk Electricity 0100
Bulk Water 0200
PAYE deductions 0300
VAT (output less inpuf) 0400
Pensions / Rerement deductions 0500

684

Loan repayments 0600
Trade Creditors 0700
Auditor General 0800 -
Other 0900 35014 19156 15447 15447 15447 - - 35763 136 273 203 303
Medical Aid deductions -
Total By Customer Type 1000 35014 19 156 15 447 15 447 15 447 - - 35763 136 273 203 987

c) Net Assets Reserves

The balance sheet of Council is broadly distinguished into “Assets” (what Council owns) and “Liabilities”
(what Council owes) as per Generally Accepted Accounting Principles (GRAP). The difference between
assets and liabilities is referred to as the “Net Assets.”

The net assets of Council are primarily composed of reserves that Council has built up over the years.
The nature of these reserves is that they are ring-fenced for specific use only (non-distributable
reserves), as determined by accounting standards. It must be noted that reserves comprise of mostly
accounting book-entries and are non-cash transactions. This implies that the reserves on the face of
the financial statements do not equate to cash held as investments by Council.

As required by prescribed accounting standards (GRAP 01), only provisions are shown separately on
the face of the Statement of Financial Position. All reserves are “ring-fenced” as internal reserves within
the Accumulated Surplus. Ring-fenced reserves are as follows:
. Assets fair value reserve
Government grant reserve (GGR)

These reserves not supported by cash but are only used for book entry purposes for the phasing in of
increased depreciation charges as a result of the full implementation of GRAP 17.
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According to GRAP standards, the GGR is created when the municipality receives government grants
for the acquisition and/or construction of fixed assets. Once the conditions of the capital grant have
been met, the funds are recognized as “revenue” (non-cash) on the statement of financial performance.
This “revenue” recognized is then in turn transferred out of the Accumulated Surplus to the GGR on the
Statement of Net Assets in order to offset the future depreciation of the property, plant and equipment
in question. Hence, the reserve is committed solely for this purpose and cannot be utilized for any other
purpose. This is referred to as the non-distributable portion of the reserves. Council must note that
these are all non-cash entries.

The purpose of these reserves is to promote community equity and facilitate budgetary control by
ensuring that sufficient funds (non-cash) are set aside on the accounting books to offset the future
depreciation charges (non-cash) that will be incurred over the estimated useful life of the item of
property, plant and equipment financed from government grants, public contributions or a (non-cash)
surplus arising from the revaluation of property, plant and equipment.

Council must note that these are all non-cash entries performed only for compliance purposes in line
with accounting standards prescribed by the Accounting Standards Board (ASB) and enforced by the
Office of the Accountant-General.

d) Cash Flow
See Annexures “B”,” C1- 4" E”

Essentially, the cash flow statement is concerned with the flow of physical cash in and cash out of
the municipality as we collect monies owed by debtors and pay out monies due to creditors.

Council's cash flow statement which indicates the movements on the main bank accounts. The
incoming receipts amount to R 44 065 347, outgoing payments were made to the amount of R 74
450 553. Taking into account the opening cashbook balance, this left favorable closing balance of
R 58 915 202 as end of June 2025 period, which shows a decrease in margin from last month’s
closing balance.
Cost coverage indicator. = (All available cash at the end of the period in the cashbook) +
(investments at hand less Provisions)
Monthly fixed operating expenditure

= 1.6TIMES
The cost coverage of the municipality indicates 1.6 monthly fixed operating expenditure and shows
that the cash flow of the municipality is favorable. Our cash formula on hand must cover at least
until end of June 2025 as the next equitable share allocation is in July 2026.The formula does not
take into consideration the contingent assets and liabilities whereby if taken into consideration this
will indicate that the municipality is having a liquidity problem as identified in the AG reports of
2022/2023 as well as 2023/2024.

Cash Flow April-June
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April-June

Description

YearTD actual

YearTD actual

YearTD actual

R thousands 0 0 0
CASH FLOW FROM OPERATING ACTIVITIES 0 0 0
Receipts 0 0 0
Property rates 0.00 0.00 0.00
Service charges 0.00 0.00 0.00

Other revenue

348326 374.08

377 778 552.85

421393 100.27

Transfers and Subsidies - Operational

323 618 600.00

323 618 600.00

323 618 600.00

Transfers and Subsidies - Capital 5000 000.00 5000 000.00 5 000 000.00
Interest 4288 137.28 5143 750.36 5594 549.81
Dividends
Payments

Suppliers and employees

605 440 462.00 |-

649 935 185.86 |-

724 385 739.14

Finance charges

Transfers and Grants

NET CASH FROM/(USED) OPERATING ACTIVITIES

75792 649.36

61 605 717.35

31220510.94

CASH FLOWS FROM INVESTING ACTIVITIES

Receipts

4990 867.21 |-

Proceeds on disposal of PPE 67 391.30 154 338.26 154 338.26
Decrease (increase) in non-current investments

Payments - - -
Capital assets 5058 258.51 |- 5996 048.13 |- 1690412.89
NET CASH FROM/(USED) INVESTING ACTIVITIES

5841709.87 |-

1536 074.63

CASH FLOWS FROM FINANCING ACTIVITIES

Receipts

Short term loans

Borrowing long term/refinancing

Increase (decrease) in consumer deposits

Payments

Repayment of borrowing

NET CASH FROM/(USED) FINANCING ACTIVITIES

NET INCREASE/ (DECREASE) IN CASH HELD

70801 782.15

55764 007.48

29 684 436.31

Cash/cash equivalents at beginning:

29 230765.37

29 230 765.37

29 230 765.37

Cash/cash equivalents at month/year end:

100032 547.52

84994 772.85

58 915 201.68

Grant allocations and expenditure:

Financial Management Grant (FMG):

An amount of R 1 400 000 received in month of August for 2024, Expenditure incurred of R 209 255 for
the quarter ending June 2025, FMG Interns were involved in the following activities during the month as

part of their training rotation plan:

Three interns in Supply Chain Management

The interns have attended CPMD training as part of the internship agreement with National Treasury.

Rural Roads Assets Management Grant

An amount of R 2 733 000 gazette 2024-25 an additional R 619 000 was received Expenditure incurred

of R 1761 662 for the quarter ending June.
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HIV/Aids

An amount of R 13 171 000 gazette for 2024-25, first tranche of R 7 902 600 was received in July and,
second tranche of R 5 268 400 was not transferred by the Department to the Municipality resulting to
the deficit of R2 359 430. Expenditure incurred for the quarter ending June amount to R 2 382 140

Extended Public Works Projects

An amount of R 1 222 000 was gazette and received, No expenditure incurred for the quarter ending
June, the Grant was fully utilized.

Energy Services

An amount of R 5 000 000 was gazette and received for 2024-25 expenditure incurred for the quarter
ending amount R 2 137 850.

Grant payments to Local Municipalities:

No grant payments were scheduled for local municipalities for the quarter under review.

Grants schedule for the Quarter ending 30 June 2025

Grants Tranche |Total Grants  [Total Grants | Total Grant

Adjustment |received for the |Received July- |SpentJulyto (SpentApri-  |Actual April  |Actual May  |ActualJune Percenta
Description Original Budget (Budget  [month date date June 2025 2025 2025 Balance  |ge
RAMS 2733000 | 3352000 3352000 3352000 1761662 98418 98418 1564825 - 100.0
FMG 1400000 | 1400000 - 1400000 1004951 209 255 25248 2528 158760 395049 718
EPWP 1222000 1222000 - 1222000 121614 - - - - 38| 1000
HIV&AIDS 13171000 | 13171000 7902600 | 10262030 2382140 808495 808 495 765150 - 2359430 | 1299
ENERGY SERVICES 5000000 | 5000000 - 5000000 499979 2137850 - 877007 1260842 28| 1000
TOTAL 23526000 | 24145000 - 18876600 | 20840387 6490 906 932161 1809168 3749577 |- 1963787 1104

6.2 Financial Performance

Financial performance shows the results of operations for the given period. It lists sources of revenue
and expenses. The statement measures the performance of Council for a given period of time. Surplus
or deficit is used to measure financial performance and directly related to the measurement of revenue
and expenditure for the reporting period.

Operating expenses are incurred in the course of conducting normal Council business. They are
classified by function such as employee related costs, general expenses, finance charges and
contributions to provisions.

e) Actual revenue and expenditure

represents the organizational Operating Revenue and Expenditure which illustrates that R 32 923 775
was generated in revenue, while R 116 847 013 was spent on expenditure.
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Revenue
Unspend Percentage Bench
“Cluster Budget YTD Movement Budget Received April-June | received Mark
Finance -417 353 066.00 |- 417 583 207.82 230141.82 |- 3390 377.46 100.06%|  100.00%
Corporate services 5963 630.00 |- 5844 070.35 (- 119 559.65 |- 2278 732.70 98.00%|  100.00%
TIE - 91671914.00 |- 84 186 751.00 |- 7 485 163.00 |- 24098 671.14 91.83%|  100.00%
Community Services - 14 875723.00 |- 10295 324.54 |- 4580 398.46 |- 2129 011.67 69.21%|  100.00%
SPED 3526 189.00 [- 2287 765.60 (- 1930533.40 |- 1026 981.60 64.88%|  100.00%
Total -533 390 522.00 |- 520 197 119.31 |-13 193 402.69 |- 32923 774.57 97.53%|  100.00%
Expenditure
Unspend Percentage | Bench
Cluster Budget YTD Movement Budget Spending April-June | Spending Mark
Political Offices 42 045858.00 | 41028846.96 | 1017 011.04 9917 991.92 97.58%|  100.00%
MM'’s Office 22 264 631.00 | 21954 521.60 310 109.40 4382 187.06 98.61%|  100.00%
Finance 25645538.00 | 26 599 796.00 965 662.00 7 659 465.40 103.72%(  100.00%
Corporate services 128 035 349.00 | 131541 121.00 | 3895 637.00 36 859 305.16 102.74%|  100.00%
TIE 118 424 238.00 | 114 131 103.00 | 4293 134.47 35700 020.03 96.37%|  100.00%
Community Services 59838 390.00 | 57418684.00 | 2410975.00 14 960 237.39 95.96%|  100.00%
Sped 32186 184.00 | 31647 820.00 | 1885028.00 7394 806.16 98.33%|  100.00%
Total 428 440 188.00 | 424 321 892.56 | 14 777 556.91 116 874 013.12 99.04%|  100.00%
Budget versus Actual
140 000 000.00
120 000 000.00
100 000 000.00
80000 000.00
60000 000.00
40000 000.00
Call o
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Intervention measures:

The Supply Chain Management Unit together with Financial Management both serve on the Contract
Management Committee chaired by Corporate Services: Legal & Support to monitor contractual
obligations and performance management of service providers

Cost Containment measures are still in place to cut down on expenditure. Refer to the graphs above;

f) Pro-Rata Capital Comparative Analysis (Budget vs. Actual)

The Capital expenditure and Revenue sources. Expenditure incurred for the Quarter ending of June is
R 910 115,An amount of R 2 280 738 is funded internally for various moveable assets such as furniture
& equipment, computers & printers and vehicles, and R 120 000 was funded from the Financial
Management Grant for the procurement of office Equipment and R5 000 000 earmarked for the energy
saving project funded from a grant, R 293 569 from Rural Roads Assets Management for procurement
of ICT and Vehicles and R 90 000 from HIV&AIDS Grant for Machinery and Equipment.

The spending analysis on own fixed assets as at end June 2025 is shown in the table below: -

Adjustment|April-June YTD
Description Budget Budget Spending Commitment _|Movements [Balance percentage
Furniture and
Equipment 400 000 705 000 30200 507 505 197 495 71.99%
Computer
Equipment and
Networks 400 000 358 929 0 349 255 9675 97.30%
New Ict
Equipment 899 900] 1216 809 801 655 185954 1070519 5337 87.98%
Expenditure On
New Ict
Equipment 120 000 120 000 0 0 0 120 000 0.00%
Machinert
&equipment On
HIV&AIDS 90 000 78 260 78 230 86.92%
RRAMS ICT
Vehicle 293 569 301 570 0 0 293 569 8001 97.35%
Enery savings 5000 000] 5000000 0 0] 5000000 0] 100.00%
Total 7113469 7792308 910 115 185954] 7299 078 493 230 93.67%

The indication for capital projects is that all expenses is funded internally for the various components of
assets as per the above table.

Asset Management

A scheduled year-end asset stock takes place and during this stock-take the physical condition and
location of assets were verified in order to ensure completeness and accuracy of the fixed asset
register. Currently, asset verification stock take takes place twice a year.
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Financial position of the Municipality

Municipality has liquidity problems whereby the current liabilities exceed current assets. The
municipality grants dependent and the only source of revenue are minor tariffs charges and equitable
share.
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DC42 Sedibeng - Table C6 Monthly Budget Statement - Financial Position - M12 June

2023124 Rudnet Year 2024125
IR thousands 1
ASSETS
Current assets
Cash and cash equivalents 29231 19 438 16 702 58 915 16 702
Trade and other receivables from exchange transactions 0 - 120 405 120
Receivables from non-exchange transactons 812 — — 0 —
Current portion of non-currentreceivables
Inventory = = = = =
VAT 181 42 181 193 181
|__Other current assets 283 270 281 73 281
ITatal current assets 30507 19 750 17285 50587 17285
Non current assets
Investments
Investment property
Property, plantand equipment 74 386 72 488 77629 71487 77 629
Biological assets
Living and non-living resources
Heritage assets 4842 4842 4842 4842 4842
Intangible assets 338 (268) 150 150 150
Trade and other receivables from exchange transactons
Non-currentreceivables from non-exchange transactions
—Qiher non-current assets
I'Total non current assets 79566 77.062 82 621 76.479 82 621
TOTAL ASSETS 110073 96812 99905 136 067 99905
HABHIHES
Current liabilities
Bank overdraft - - - - -
Consumer deposits 215 106 238 225 238
Trade and other payables from exchange transactions 195 896 193 366 64 084 136 273 64 084
Trade and other payables from non-exchange transactions 13 336 12 270 6 150 10902 6150
Provision 30885 34906 29201 28198 29201
VAT 713 - 332 (4) 332
Qther currentliahiliie _ _ _ _ _
I'Total current liahilities 241 046 240 648 100006 175594 100006
Non current liabilities
Financial liabilites - - - - -
Provision - - - - -
Long term portion of rade payables - - - - -
| Qther non-current liahiliies = = = = =
| Tatal nan current liahilities — — — - _
TOTAL LIARILITIES 241 046 240 648 100004 1755094 100 006
NET ASSETS 2 (130 973) (143 837) (100) (39527) (100)
COMMUNITY-WEALTH/EQUITY.
Accumulated surplus/(deficit) (130 973) (127 121) (104 396) (39 527) (104 396)
Reserves and funds - - - - -
QOther — — — — —
[TQTAL COMMUNITY WEAI THIEQUITY 2 (130 973) (127 121 (104 39R) (30 R27) (104 39R)
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9. Monitoring of Compliance

Policy Governance of Municipal Finance and MAVIA Compliance

As part of improving Sedibeng District Municipality's MFMA reporting module, the project plan
report indicates our compliance to the requirements as outlined per the MFMA for the financial
year 1 July 2024 to 30 June 2025, which has been divided into timeframes of reporting:
Annually, Quarterly, Monthly & Ad-hoc.

10. RECOMMENDATIONS:

It is therefore recommended

THAT the Section 52d report for the quarter ending 30 June 2025 be considered as
prescribed by the Local Government: Municipal Finance Management Act, 56 1of 2003.

Annexures

a - Bank Reconciliation

b - Withdrawal Statement
c-FormD

d - Cost Containment Report

Legal Support\Committee Section\
2025\08\a2726.c161



