The Chief Financial Officer

Mogale City Local Municipality

BUDGET FUNDING ASSESSMENT - 2025/2026 ADOPTED BUDGET

I have conducted a budget funding test of the adopted budget of Mogale City Local
Municipality for the 2025/2026 financial year.

The outcome of the assessment is that the budget is funded.

The areas that need attention in the 2025/2026 financial year are the following:

1.

The total projected revenue for the 2025/2026 amounts to R 5.408 billion and the
projected expenditure amounts to R 5.232 billion based on the Treasury calculations.
This leaves a projected surplus of R 176 million. There are however areas that need
attention that can further improve the funding position of the budget of the
municipality. Some of the areas that have been identified are:

a)

b)

d)

The area that needs immediate and urgent attention is the cost allocations
between sanitation and water for the determination of cost reflective tariffs. Some
sanitation costs are allocated to the water cost centre, and this is one of the
factors that contributes to the water tariffs not being cost reflective. Technical
Services and Finance need to meet to address this matter.

The billing for water also needs attention. There are consumers who are not
billed for the usage of water, and Revenue must investigate this matter. The
identification and billing of these consumers will increase the revenue and reduce
the deficit that is being experienced by the water services.

There refuse removal services that are rendered to residential users are not cost
reflective. There was a sharp increase in the fixed costs of rendering the refuse
removal services, especially employee related costs. This has contributed to the
tariff not being cost reflective for the residential users of the tariff. There is a
difference in the number of properties in the valuation roll and the properties that
are billed for using the refuse removal services. The difference was reported to
the refuse removal section to investigate in the current financial year, and no
report has been submitted on this difference.

It is also advised that an audit be conducted on the properties in the valuation roll
and properties that are on billing system to determine that all properties, except
those that are exempt are levied for property rates, based on the properties
categories as determined by Section 8 of the Local Government Municipal
Property Rates Act.

The cost of supply for the electricity services was conducted by the electrical
section and the proposed tariffs were submitted to NERSA for approval, and this
approval is still being awaited. It is however necessary that the costs associated
with the rendering of electricity services be investigated to determine if the are
areas where there is potential for cost reduction to improve the revenue that can
be derived from the rendering of electricity services.



2. The projected net assets from the assessment and the Treasury calculation are
R 7.040 billion and the total community wealth of R 7.040 billion. This will be a strong
position if this can be achieved by the municipality.

3. The budgeted cash flow statement reveals that the municipality will meet its
obligations when they fall due. The municipality is currently able to services its
payables from exchange in thirty days as prescribed by the legislation, and this trend
is expected to continue in the 2025/2026 financial year with the budgeted revenue
and expenditure.

4. Inthe 2022/2023 financial year, the current liabilities of the municipality exceeded
the current assets which was a negative working capital. In the 2023/2024 financial
year, the current assets exceeded the current liabilities which signified a positive
working capital. This was a purposeful management action to improve the financial
operations of the municipality. The projected working capital also reveals that the
debtors to be collected will be sufficient to cover the obligations of the municipality.

Though the funding position of the municipality is strong from the compiled tabled budget, it
is also imperative that areas of billing, allocation of costs to the billable services and the
completeness of billing be given attention to further improve the funding position of future
budgets.

LPI Ma
NT/MFIP Advisor
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GT481 - Mogale City

Description

R thousand

2023/24 Debt

Restructuring

Eskom/WB/
DWS

2023/24

Audited Qutcome

Table A6
Budgeted
2023/24

Audited Outcome

ASSETS
Current assets
Cash and cash equivalents 149 608
Gross Trade and other receivables from exchange transactions {use notes to AFS) 2869280
Accumulated Debt Impairment - Trade and other receivables from exchange transactions (use notes to AFS) (2046 072)
Receivables from non-exchange fransactions 827018
Accumulated Debt Impairment - Receivables from non-exchange transactions (use notes to AFS) (587 781)
Current portion of long-term receivables -
linventory 3364
VAT/ncome Tax 20238
Other current assets B23
Total current assets 1236 478
Non current assets
Investments (i this investment is committed include in Table A8-ResRecon) -
Investment property - cost (use notes to AFS) 678 306
Investment property - accumulated depreciation (use notes to AFS) -
Property, planf and equipment - cost (use notes to AFS) 13 205 898
Property, plant and equipment - accumulated depreciation (use notes to AFS) (7 283 005)
Biological assets -
Biological assets - accumulated depreciation (use notes to AFS) -
Living and non-living resources 5321
Living and non-living resources - accumulated depreciation (use notes to AFS) (2127)
Heritage assets 2450
Heritage assets - accumulated depreciation (use notes to AFS) -
Intangible assets - cost (use notes to AFS) 11770
|Intangible assets - accumulated depreciation (use notes to AFS) {11 683)
Trade and other receivables from exchange transactions -
Non-current receivables from non-exchange transactions -
Other non current assets -
Other non current assets - accumulated depreciation (use notes fo AFS) -
Total non current assets 6 606 931
TOTAL ASSETS 7843408
LIABILITIES
Current liabilities
|Bank overdratt -
Financial liabilities (short term portion of borrowing) 33599
Consumer deposits 87213
Trade and other payables from exchange transactions 866 292 649 907
Trade and other payable from nan-exchange transactions 101 986
Unspent grants 3519
Total Trade and other payable from non-exchange transactions 105 505
Provisions 3880
VAT Payable -
Other current liabilities B7 486
Total current liabilities 967 589
|Non current liabilities
Financial liabilities 122 685
Provisions 371893
LT Portion of Trade & Other payables 216 385 103 608 319992
Elect Bulk Purch - -
Payables and Accruals - General - -
Water Bulk Purch - T
Mun Debt Relief - Elect 216 385 103608
Mun Debt Relief - Water Boards - -
Mun Debt Relief - DWS - -
Other non-current liabilities -
Total non current liabilities 814 570
TOTAL LIABILITIES 1782159
INET ASSETS 6061250
COMMUNITY WEALTH/EQUITY
Accumulated surplus/{deficit) 5995985
Reserves =
Other 61265
TOTAL COMMUNITY WEALTH/EQUITY 6 061 250

CASH FLOW STATEMENT

and cash eguivaients =1 11ie eno 07 [he yedar

2023124
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