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1. EXECUTIVE SUMMARY 

 
Section 52(d) of the MFMA requires that the mayor of the municipality must, table a report on the 
implementation of the budget and the financial state of affairs of the municipality to Council within 30 
days after the end of the quarter. The report takes into account in-year reports n terms of Section 71 
of the MFMA which requires the accounting officer to submit a report in a prescribed format to the 
mayor within ten working days after the end of each month.  
 
The report is prepared in the prescribed format (C Schedule), as determined be Regulation 28 of the 
Municipal Budget and Reporting Regulations (MBRR) promulgated in 2009. Details of the in-year 
reporting from 1 July 2025 to 30 September 2025 are discussed. The report discusses the revenue 
(operating and capital), operating expenditure and capital expenditure using the above prescribed 
format. All other appropriate information is also included in the report. 
 
This report is submitted in terms of the above-mentioned legislative requirements. The budget 
performance for the first quarter, period ending 30 September 2025, is reflected on the table below 
and summary on the performance of the main segment of the budget is provided: 
 
 
Table C1: Quarterly Budget Statement Summary 
 
Revenue 
 
 Revenue recognized from property rates amounted to R29,1m in the first quarter against a 

budget of R31,5m which resulted in 8% negative variance. 
 Service charges for the first quarter was R119,6m against the budget of R207,5m with a negative 

variance of R87m (42%).   

 Revenue from investment income recognized during the first quarter was R364 thousand against 
the budget of R1,3m resulting in a negative variance of 73%. 

 Revenue from operating grants recognized during the quarter under review amounted to 
R230,6m against the budget of R160,4m resulting in a positive variance of 44%.  

 Other revenue reported was R26,2m against the budget of R28,6m resulting in a negative 
variance of (8%). 

 
Operating Expenditure 

 
 Employee costs was R102,4m against the budget of R104m. These resulted in a negative 

variance of (2%). 

 Remuneration of councilors was R6,4m against the budget of R7,1m. These resulted in a 
negative variance of (10%). 
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 Depreciation and amortization at the end of the first quarter R31,4m against the budget of 
R24,5m. These resulted in a negative variance of (28%). 

 Interest charges to the amount of R13 thousand was recognized against a year-to-date budget 
of R700 thousand. The results were a negative variance of (98%). 

 Inventory consumed and bulk purchases for the first quarter is reported at an amount of R106,4m 
against a budget amount of R113.4m. This results in a negative variance of (6%). 

 Transfers and subsidies at the end of the first quarter has been recognized at R30 thousand 
compared to R6.6m year-to-date budget. Resulting in a negative variance of (98%). 

 Other expenditure cost to an amount of R126,8m was reported during the first quarter against 
the budget of R152,3m which resulted in a negative variance of 16,8%. 

Capital Expenditure 
 
 Capital grants to the amount of R83.7m have been recognized in the first quarter against a 

budgeted amount of R100,1m resulting in a negative variance of 16%.  
 The municipality has budgeted an amount of R400,6m for capital grants for the year. Although 

there is a slight negative variance, it is the first quarter of the financial year and the spending is 
an indication that the municipality is on the right trajectory in implementing capital projects. This 
means that service delivery is prioritized. The spending will pick up during the second and third 
quarters once the supply chain processes for new projects have run their course. 

 In addition R45m has been spent on capital items funded from internally generated funds 
resulting in a total positive variance of 17% on capital expenditure. 

 
The above summary is illustrated on the C1 table below: 
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2. FINANCIAL PERFORMANCE 

 
1.1 Actual revenue per source 
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Variances more than 10 % and explanation of variances 
 
Description Variance explanation Remedial Action 

Services Charges 
Electricity Revenue – 
Negative Variance of 
18% 

Electricity billing is consumption 
based. Electricity billing fluctuates with 
seasons.  

The municipality has sourced a 
Service Provider to perform a 
Meter audit, reconnections and 
disconnections. The audit has 
assisted in identifying faulty 
meters or illegally connected 
meters. 

Service charges 
Water – Negative 
variance of 89% 

Billing is less than anticipated. This is 
due to correction of accounts where 
interim amounts have been reversed 
to reflect the actual usage. It occurs 
when the interims are higher than the 
actuals.  

This line item should self-correct 
over the rest of the year but 
should be observed and aligned 
to collection during the 
adjustment budget. 

Service charges 
Waste Water 
Management – 

Billing is less than anticipated. Waste 
water has been budgeted more in 
anticipation of the implementation of 
the new valuation roll and an 

Monitor the performance of this 
line item in the next quarter to see 
if adjustment may not be 
necessary. 
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Description Variance explanation Remedial Action 

Negative variance of 
34% 

increased number of indigents 
requiring free basic services. 
 

Service charges 
Waste management – 
Negative variance of 
55% 

Billing is less than anticipated. the 
municipality budgeted for distribution 
of waste bins. 

Ensure that all distributed bins 
are correctly billed. 

Sale of goods and 
rendering of services 
– Negative variance 
of 15% 

The line item includes services such 
as sale of tender documents, Planning 
and Development clearance 
certificates, Application fees for land 
usage, new building plans 
submissions and cemetery and burials 
bookings. During the 2023/24 financial 
year, the municipality introduced back 
the sale of tenders. This was as a 
result of the municipality incurring 
costs on developing and printing 
tender documents without recovering 
the costs. 
 

Adjust the revenue item 
accordingly during the 
adjustment budget process. 

Agency Services – 
Negative variance of 
100% 

In the implementation of the new 
financial system. The municipality has 
not reported any agency services due 
to mapping. 

Ensure that the system is 
correctly configured and mapping 
is done for reporting on Agency 
services in the next quarter. 

Interest from Current 
and Non-Current 
Assets – Negative 
variance of 73% 

The municipality has not had enough 
funds to invest as originally projected. 
This is as a result of trying to settle 
payables within 30 days as prescribed 
by the MFMA. 

Ensure there is a balance 
between payments made and 
funds kept for investments. 
Timeously allocate available 
funds into short-term investment 
accounts in order to earn interest.  
 

Rental from Fixed 
Assets – Negative 
variance of 24% 

Some of the rentals are received 
annually instead of monthly and this 
would result in the backlog being 
recovered during the end of the year 
hence the negative variance. 

The municipality needs to ensure 
that all rental agreements 
entered into are in line with 
market related prices. 

Operational Revenue 
- Negative variance of 
59% 

Other revenue includes staff 
recoveries, Insurance refunds and 
administrative handling fees. The 
amount received is less than the 
anticipated amount. 

Observe the line item and align it 
to collection during the 
adjustment budget. 
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Description Variance explanation Remedial Action 

Fines, penalties and 
forfeits – Positive 
variance of 328% 

Traffic and emergency department 
has introduced new reforms in order to 
improve in traffic law enforcements 
and revenue collection. The 
municipality has in August 2024, 
procured an automated number plate 
recognition mini-bus to assist with 
revenue collection on outstanding 
tickets and conduct effective 
roadblocks. This initiative has led to 
additional revenue being collected. 
 

Traffic officers to be more visible 
in town to enforce relevant laws. 
Observe the line item and align it 
to collection during the 
adjustment budget. 

Transfers and 
subsidies operational 
– Positive variance of 
44% 

The municipality did not have 
Treasury’s grants payment schedule 
during the preparation of cash flow 
projections in terms of receiving 
grants.  

The municipality must improve in 
monthly cash flow projections. 
The line item will even out in the 
next quarters. 

Gains on disposal of 
Assets – Negative 
variance of 100% 

No gains have been recognized in the 
period under review.  

No remedial action required. 

 
1.2 Actual borrowings 

 
The municipality did not take out any borrowings in the quarter under review. 
 
 
1.3 Actual Expenditure by Type 
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Variances more than 10 % and explanation of variances 
 
Description Variance explanation Remedial Action 

Remuneration of 
councilors – Negative 
variance of 10% 

Councilors travel claims will be paid as 
and when they are submitted to 
salaries division. Therefore, this line 
item will pick up as the year 
progresses and the claims are 
submitted.  

No remedial action is required. 

Inventory consumed – 
Negative variance of 
15% 

The municipality is experiencing a 
decline in water consumption as more 
and more consumers are resorting to 
borehole water. 

Ensure that water is always 
available to bring back the 
customers’ confidence in using 
municipal water through timeous 
water infrastructure 
maintenance. 

Debt impairment – 
Negative variance of 
100% 

Historical information is used when 
budgeting for the line item. Less 
impairment is processed than 
anticipated. 

No remedial action is required. 
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Description Variance explanation Remedial Action 

Depreciation – 
Positive variance of 
28% 

Depreciation in the first quarter was 
higher than anticipated. 

Monitor the performance of this line 
item in the next quarter to see if 
adjustment may not be necessary. 

Interest – Negative 
variance of 98% 

This is interest that has been charged 
on overdue accounts as a result of 
cash flow challenges. The municipality 
was in an arrangement with Eskom. 
The amount incurred is interest 
charged on the outstanding account. 
There has been an improvement 
therefore the interest charged is less 
than anticipated. 

In as much as this is a negative 
variance. The remedial action is 
to ensure that the municipality 
does not incur any interest on 
outstanding accounts as the 
interest results in Fruitless and 
Wasteful expenditure.  

Irrecoverable debts 
written off – Negative 
variance of 14% 

Write offs on irrecoverable debt is 
lower than anticipated. This is an 
improvement. 

Observe this line item in the next 
quarter to see if an amendment 
will be required during the 
adjustment budget. 

 
 
 
 
 
 
 
 
 
1.4 Capital expenditure per vote 
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The municipality has recognized capital expenditure to the amount of R128,8m at the end of first 
quarter compared to the year-to-date budget of R110,2m. Details of capital expenditure per source 
of funding are further outlined below. 
 
 
1.5 Capital Expenditure per grant 
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Municipal Infrastructure Grant - The municipality has managed to spend R62.3m as at the end of 
September 2025. This resulted in a positive variance of 37.6% compared to the year-to-date budget 
of R45.3m. The municipality is performing reasonably well on MIG projects.  
 
Integrated National Electrification Programme - The municipality has spent R4.9m compared to 
the anticipated R3.4m at the end of the quarter. This resulted in a positive variance of 44.7% 
compared to the year-to-date budget. 
 
Regional Bulk Infrastructure Grant - The municipality has as at the end of September 2025 spent 
an amount of R19m on the grant. This is lower than the anticipated year to date budget of R32.5m. 
The RBIG grant is allocation-in-kind where funds are only received from treasury as payments are 
being made for work done. Spending will improve once all Supply chain processes are completed 
for new projects. 
 
Water Service Infrastructure Grant - An amount of R19m has been spent on the grant compared 
to an anticipated spending of R18m. The municipality’s performance at the end of the quarter is 
better than it was anticipated. This translates to the municipality prioritizing service delivery to the 
communities. 
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1.6 Monthly budget statement financial position 

The community wealth/ net assets of the municipality amounted to R4.576b. Total current liabilities 
amounted to R859.1m.  
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3. CREDITORS ANALYSIS 

 

The municipality aims to pay all its creditors’ invoices, which are not in dispute with relevant creditors 
within 30 days.  The creditors reflected below are only trade creditors payable during the current 
year. Other creditors such as retention and accrued leave are included in the trade and other 
payables line in the statement of financial position. The main reasons for the municipality to be 
reporting creditors is as a result of cash constraints.  
 
The municipality entered into a payment arrangement with Eskom. Processes are under way to 
finalise an arrangement with Lepelle Northern Water. The table below depicts the overall Age 
Creditors of the municipality at the end of September 2025. 
 

 
 

4. DEBTORS MANAGEMENT ANALYSIS 

 

The municipality plans to continue in implementing credit control policy in order to boost debt 
collection. The municipality has also introduced incentives to customers to pay up outstanding debt 
which has proved fruitful in the past. The supporting table below displays the debtors ageing analysis 
as at 30 September 2025 which indicates that the total amount outstanding from debtors is at R1.75b. 
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Top ten current debtors 
 

 
 
Revenue collection rate 
 
 

Month Collection rate 
September 2025 80.0% 

 

5. INVESTMENT PORTFOLIO ANALYSIS 

 
Supporting table below displays the Council’s investment portfolio and indicates that R 71.1m was 
invested at the end of the first quarter.  
 
An amount of R22m was withdrawn during the month of September to cover conditional grants 
spending and other operational costs. Interest earned from short term investments during the month 
amounted to R326 thousand. The closing balance of all the short-term investments and call accounts 
held by the municipality at the end of September 2025 amounted to R70.6m.  
 

 
 

6. COUNCILLOR ALLOWANCES AND EMPLOYEE BENEFITS 

 
The total salaries, allowances and benefits paid at the end of first quarter amounted to R102.5m.  
The spending is at a negative variance of 2%.  
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7. EQUITABLE SHARE VERIFICATION CHECKLIST 
 
MFMA Circular no. 122 Municipal Budget Circular for the 2023/24 MTREF has set out the equitable 
share release criteria for 2023/24. The release of equitable share criteria is still relevant in the 
2025/26 financial year as indicated in MFMA Circular no. 130. National Treasury has developed a 
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guiding checklist in order to assist the municipalities with managing the process. The municipality 
has followed the guideline throughout the course of the first quarter in order to comply with the set 
criteria. The tables below depict progress made by the municipality in terms of the criteria: 
 
General Requirements 
 
Criteria  Verification Requirement  Yes/No  
2025/26 Adopted Budget Council resolution, adopted mSCOA budget data 

strings (ORGB), PDF version of adopted MTREF 
budget uploaded to GoMuni Upload portal 
immediately after approval. 

 

 Is the municipality’s completed tariff 
tool (National Treasury format) 
included as part of its budget 
submission (MFMA Budget Circular 
No. 98 (refer item 4.2). 

The completed National Treasury EXCEL tariff tool 
uploaded to GoMuni with the adopted budget by 
start of budget year i.e. 1 July 2025. 

Yes 

 Are allocations made for bulk 
suppliers current account 
payments? 

Allocations reflected in mSCOA budget data 
strings (ORGB) and budget schedules/ document. 

Yes 

If unfunded budget position–   
 Is a Budget Funding Plan (BFP) 

adopted with the budget? 

Copy of the adopted Budget Funding Plan 
uploaded to GoMuni with the adopted budget by 
start of budget year i.e. 1 July 2025.  

N/A 

PDF version of BFP/progress report uploaded to 
GoMuni Upload portal by start of budget year i.e. 1 
July 2025.  

N/A 

Is the BFP credible and show how the municipality 
intends moving progressively out of this position 
into a funded state?  

N/A 

In the case of the latest progress report being 
submitted, is it aligned to the rescue phase of the 
new approach to Municipal Financial Recovery 
Service (MFRS)?  

N/A 

 Council resolution reflecting 
commitment to address unfunded 
position. 

PDF copy of resolution uploaded to GoMuni 
Upload portal by start of budget year i.e. 1 July 
2025. 

N/A 

mSCOA 
Submission of Data Strings Successful submission of all financial and non-

financial mSCOA data strings to the GoMuni 
Upload portal 

Yes 

Timeous submission of all financial and non-
financial mSCOA data strings to the GoMuni 
Upload portal 

Yes 

Data strings submitted are credible as per the 
analysis done by NT/PTs 

Partial 



Page 19 of 21 
 

Criteria  Verification Requirement  Yes/No  
Data strings are generated directly from the main 
municipal financial system 

Yes 

The regulated MBRR Schedules are generated 
directly from the core municipal financial system 

Yes 

Successful submission of all financial and non-
financial mSCOA data strings to the GoMuni 
Upload portal 

Yes 

 Submission of documents Municipal documents required in terms of 
legislation and MFMA Circulars have been 
submitted timeously and in the required format to 
the GoMuni Upload portal. 

Yes 

 Financial System Changes Municipality has followed the processes in 
Circulars No. 93, 98, 123 and mSCOA Circulars No 
5 and 6 to change their financial system. 

Yes 

UIF & W 
 UIF&W Register  

 
 

Documents need to be uploaded to NTs 
eMonitoring Webpage 

Yes 

 MPAC recommendation on UIF&W 

 Council Resolution on UIF&W 

 UIF&W Reduction Strategy 

Disciplinary Board 
 Does the municipality have a 

functional disciplinary board? 

Proof of establishment (or efforts to establish DC 
Board) uploaded to NTs eMonitoring Webpage 
NTs eMonitoring Website. 

Yes 

Competency Regulations 
Has the minimum municipal 
competency regulations reporting 
requirements been adhered to? 

In line with the Competency Regulations, 
consolidated reporting information must be 
uploaded to GoMuni by 30 January 2024 and 30 
July 2024. 

Yes 

Audit Process 
 Opinion Received Did the municipality receive an adverse or 

disclaimed audit opinion or had outstanding audits 
for two consecutive financial years? 

No 

 Adverse or disclaimed audit opinion Council resolution signed by each member of the 
Council was uploaded to NT’s eMonitoring 
Webpage within 1 month after conclusion of the 
audit process reflecting council’s commitment to 
address the opinion. 

N/A 

 Is a council approved audit action 
plan in place? 

Audit action plan, together with council resolution, 
to be uploaded to NT’s eMonitoring Webpage 
within 60 days from audit report issuance 

Yes. 
NT Web 
based 

action plan 
is in place 

Interventions (where applicable) 



Page 20 of 21 
 

Criteria  Verification Requirement  Yes/No  
 In the event of a discretionary or 

mandatory intervention in terms of 
section 139 of the Constitution, is a 
Financial Recovery Plan (FRP) in 
place? 

The FRP and monthly progress reports submitted 
in terms of sections 145 and 146 of the MFMA must 
be uploaded to GoMuni Upload portal for each 
month since the inception of the FRP. 

Voluntary 
FRP 

uploaded on 
the Portal. 

 

 
 
Quarterly Requirements 
 

Criteria Verification Requirement Quarter 
3 

(Jan – 
March) 

Quarter 
4 

(April – 
June) 

Quarter 
1 

(July – 
Sept) 

Quarter 
2 

(Oct – 
Dec) 

Bulk Supplier Payments 
 Were current account 

payments to bulk suppliers 
(Eskom and Water 
Boards) timeously made? 

 
PT/NT to verify status 
according to MFMA S41 
Report. No action required 
from municipality if account 
in good standing. 

  Yes  

 If current account in 
arrears, are payment 
agreements in place? 

Copy of payment 
agreement or evidence of 
discussions are uploaded 
to on GoMuni Upload 
portal. 

  Eskom 
arrangem

ent in 
place. In 

the 
process 

of 
finalizing 
arrangem
ent with 
Lepelle 
water. 

 

Staff benefit Deductions 
 Were a) SARS, b) pension 

and c) other staff benefits 
timeously paid over to the 
relevant 
funds/institutions? 

Proof of payment for each 
category, for each month of 
the quarter uploaded to on 
GoMuni Upload portal. 

  Yes  

Reconciliation of Valuation Roll 
 Has the valuation role 

been reconciled to the 
financial system? 

In line with MFMA Circulars 
No. 93, 98 and 107, proof 
of the verification for each 
quarter should be 
uploaded on GoMuni 
Upload portal. 
 

  Yes  



 

8. MUNICIPAL MANAGER’S QUALITY CERTIFICATION 

 
 

QUALITY CERTIFICATE 
 
I, MM Maluleka, the municipal manager of Mogalakwena Local Municipality (LIM367), hereby 
certify that the quarterly budget statement report and supporting documentation for the quarter ended 
30 September 2025 has been prepared in accordance with the Municipal Finance Management Act 
and the regulations made under the Act. 
 
 
 
 
MM Maluleka 
MUNICIPAL MANAGER 


