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STATEMENT OF FINANCIAL PERFORMANCE AND THE  
IMPLEMENTATION OF THE 2025/2026 BUDGET FOR THE PERIOD 
ENDING 30 JUNE 2026 
  
1. PURPOSE  
  
The purpose of the report is to submit to the Mayor the statement of financial performance and 
implementation of the 2025/26 Budget of the Ray Nkonyeni Municipality for the period ending 30 
June 2026 in line with the statutory requirements of S71 of the Municipal Finance Management 
Act (2003).  

  
2. AUTHORITY  
  
Mayor  

3. LEGAL / STATUTORY REQUIREMENTS  
  
Municipal Finance Management Act No 56, 2003 Chapter 8, Section 71.  

  
4. BACKGROUND  
  
In terms of Section 71(1), (2) and (3) of the MFMA No 56, 2003 Chapter 8, the Accounting Officer 
of a municipality must by no later than 10 working days after the end of each month submit to the 
mayor of the municipality and the relevant provincial treasury a statement on the financial 
performance of that municipality.  

  
5. EXECUTIVE SUMMARY  
  
The monthly budget statement in terms of section 71 of the Municipal Finance Management Act 
for the period 30 June 2026 is detailed below. The monthly budget statement is divided into the 
following:  

5.1 Statement of Financial Performance  
5.2 Revenue By source  
5.3 Expenditure by Type  
5.4 Debtors Age Analysis  
5.5 Creditors Age Analysis 
5.6 Capital Expenditure  
5.7 Transfers and Grants Receipts  
5.8 Transfers and Grants Expenditure  
5.9 Salaries Expenditure  
5.10 Long-term Loans  
5.11 Performance Indicators  
5.12 Investment Register  
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6. MAIN TABLES  
  
6.1. Monthly Budget Statement Summary  

6.2. Financial Performance by Revenue and Expenditure, 

6.3. Capital Expenditure   

6.4. Financial Position 

6.5. Cash Flow 
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5.1 Monthly Budget Statement of Financial Performance  
   
This table provides an overview of the Monthly actual, Year to Date actual and year to date Budget 
of revenue by Source and expenditure by type. 
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5.2 Financial Performance -Revenue by Source  
The above revenue by source and expenditure by type can be explained in detail as per the table 
below:  
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Revenue  
  
This table provides an overview of the monthly, actual, year-to-date, and year-to-date Budget of 
Exchange and Non-Exchange Revenue and details explained below.  

 

Revenue from Exchange Transactions 

Service charges - Electricity 
  
For the period ended 30 June 2026, the Year-to-Date (YTD) Actual electricity billing amounts to    
R 248,4 million, compared to a YTD Budget of R 250,6 million. Despite the variance, electricity 
revenue remained closely aligned to the approved budget. 

Service charges – Waste Management 

For the period ended 30 June 2026, the Year-to-Date (YTD) Actual Billing for refuse removal 
services amounts to R 75.2 million, compared to a YTD Budget of R 78.5 million. The refuse 
removal is linked to tariffs charged based on number of refuse upliftment's and property categories 
in terms of the Municipality's approved tariff policy. This is due to changes in property 
classifications, the application of indigent support and exemptions, as well as billing adjustments 
processed during the year. 
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Sales of goods and Rendering of Services 
 
As of 30 June 2026, the Year-to-Date (YTD) Actual Revenue amounts to R 14.4 million, against 
Year-to-Date (YTD) Budget of R 11.2 million, when compared to the YTD budgeted performance. 
The positive variance of approximately 28% is mainly attributable to higher-than-anticipated 
revenue from Building Plan Fees, Accreditation Grant, Scholar patrol income.  

Agency Services  

Agency services for the period ending 30 June 2026, the annual projected revenue amounts to              

R 18,8 million, while the Year-to-Date (YTD) Actual Revenue stands at R 12.4 million, resulting in 

a variance of R 6.3 million. The underperformance is mainly attributable to lower-than-anticipated 

commissions earned from vehicle registration during the year under review. 

Interest earned from receivables 

For the period ended 30 June 2026, the Year-to-Date (YTD) Budget amounted to R 11.9 million, 
compared to the YTD Actual of R 12.7 million, reflecting a variance of approximately                            
R 771,246 thousand. The municipality has experienced an increase in Waste Management and 
interest on electricity which has consequently led to higher interest billing hence the variance.  

Interest earned from Investments 

As of 30 June 2026, the Year-to-Date (YTD) Actual amounts to R 3.1 million, compared to a YTD 
Budget of R 13.8 million, resulting in a variance of R 10.6 million. This variance is attributable to 
cash available for investment due to ongoing cash flow constraints and declining cash coverage 
during the financial year to 0.15. The municipality continues to strengthen cash flow management 
and revenue collection initiatives to improve liquidity and maximise investment income. 

Rental from fixed assets 

The Year-to-Date (YTD) Budget for rental of facilities amounts to R 6.2 million, representing 
revenue derived from the rental of fixed assets. The YTD Actual Revenue stands at R 10 million, 
variance of R 3.8 million (61%). This is due to increased utilisation of municipal halls, leased rental, 
lease of property, Skip hire and Hangers and Garages and the collection of outstanding rental 
income from previous periods. 

 
Licenses and Permits  
  
As of 30 June 2026, the Year-to-Date (YTD) Actual Revenue amounts to R 637 thousand, 
compared to a YTD Budget of R 659 thousand, resulting in a immaterial variance of R 22 
thousand.  
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Revenue from non-exchange transactions 

Property Rates  
 
As at 30 June 2026, the Year-to-Date (YTD) actual property rates billing amounted to R558.1 
million, compared to a YTD budget of R 576.4 million, resulting in an unfavourable variance of R 
18.3 million (3.2%).  The variance is primarily attributable to lower-than-budgeted billing from the 
Residential Properties Developed category, which contributed R 12.9 million of the shortfall, 
followed by Business and Commercial Properties (R 5.6 million), Vacant Land (R 1.5 million) and 
Industrial Properties (R 1.0 million). actual property rates billing remains broadly aligned with the 
Municipality's annual projections, as property rates are levied over a 10-month billing cycle in 
accordance with the Municipality's approved billing 
 
Surcharges 
 

The year-to-date actual amount of R 2,103 The surcharges revenue relates to bond transfer 

charges charged to the deeds titled holder as part of the conditions of the title deed transfer. 

Fines  
  
As of 30 June 2026, the Year-to-Date (YTD) Actual Revenue stands at R 22.8 million, compared 
to a YTD Budget of R 32.7 million, resulting in a variance of approximately R 9.9 million.  Traffic 
fines billing revenue are based traffic infringement identified in the reporting period which will vary 
to the projected revenue for the period.  
 
Licenses and Permits 

For the Year-to-Date (YTD) reporting period ending 30 June 2026, actual revenue from licences 
and permits amounts to R 1.1 million, when compared to the adjusted budget of R 978 thousand. 
This represents a marginal favourable variance of R 129,7 thousand, business licences 
applications and renewals have largely contributed to revenue from licences and permits.  
 
Transfers and Subsidies -Operational  

As of 30 June 2026, the Year-to-Date (YTD) Actual Revenue from operational grants 
recognized/received amounts to R 333.1 million, compared to a YTD Budget of R 332.7 million, 
resulting in a variance of R345 thousand.   Included in the amount recognised for transfers and 
subsidies is the recognition of the unspent allocation related to the Margate airport in the 2024/25 
financial year, conditions for the allocation were met during the current period and the grant was 
fully utilised. 

Interest on Property Rates 

The annual budget for Interest on property rates for the current financial year is R 42.4 million, and 
the YTD Actual Revenue amounts to R 40 million, resulting in a negative variance of approximately 
2.4%. Property rates categories such as residential properties, business and commercial 
properties, and state-owned properties with high outstanding receivables have led to an increase 
in interest charged on outstanding accounts in accordance with the municipality’s credit control 
policy.  
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Other Gains 

The municipality has budgeted R 30 million for Other Gains in the 2026/27 financial year, and this 

projection has been maintained over the Medium-Term Revenue and Expenditure Framework 

(MTREF) based on historical  gains such as fair value gains on investment properties reflected in 

previous audited annual financial statements, including R 29.1 million disclosed in Note 45 of the 

2024/25 Audited Annual Financial Statements. 

 

Total Revenue 
  
For the period ending 30 June 2026, the Year-to-Date (YTD) actual revenue, excluding capital 
transfers, amounts to R 1.3 million, which is in line with the YTD budget of R 1.4 million. The 
overall variance is based on the different performances of all revenue line items noted above. 

5.3 Expenditure by Type  
 

 

 

Employee related costs and Remuneration of Councillors  
  
As at 30 June 2026, the Year-to-Date (YTD) Actual Employee-Related Costs amounted to                  
R 558 million against the Year-to-Date budget of R 512.1 million resulting in an variance of R 23.1 
million (5%). The unfavourable variance is mainly due to employee-related expenditure exceeding 
budget as a result of the filling of critical vacant posts, overtime worked, acting allowances, leave 
gratuities, and other employee benefit obligations incurred during the financial year.  

Remuneration for councillors for as at 30 June 2026 amounts to R 39.8 million when measured 
against Year-to-Date budget of R 37.3 million. The variance is mainly attributable to councillor 
remuneration and related allowances exceeding the original budget provision following the 
implementation of the approved remuneration framework and other councillor-related benefit 
costs incurred during the financial year. Further details on employee-related costs can be found 
in Table 5.9: Expenditure – Salaries Details. 
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Contracted Services  
  
For the period ending 30 June 2026, the Year-to-Date (YTD) Actual Expenditure on contracted 

services amounts to R 220.5 million, compared to a YTD Budget of R 213.9 million, resulting in a 

variance of R 6,6 million. The overspending is mainly attributable to higher-than-budgeted 

expenditure incurred on solid waste repairs and oil, solid waste management and the operation 

of refuse disposal sites, security services and lifeguard services and public participation 

programmes. the increased expenditure was necessary to ensure the continued delivery of 

essential municipal services, meet operational requirements, comply with statutory and regulatory 

obligations, and support community engagement initiatives during the financial year. 

Bulk Purchases 

Electricity expenditure as at 30 June 2026 amounted to R 93.2 million against a Year-to-Date 
(YTD) Budget of R 170.9 million, resulting in a variance of approximately 45%. Apparent 
underspending does not represent actual savings but is primarily attributable to bulk electricity 
purchase invoices from Eskom that have not yet been processed and recognised in the financial 
system during the reporting period due to the Municipality's current financial constraints. 

As at 30 June 2026, the Municipality owed Eskom R 132.7 million for outstanding bulk electricity 
purchases, representing six months of unpaid accounts. the Year-to-Date actual expenditure 
reported is understated and does not fully reflect the Municipality's actual bulk electricity 
expenditure obligations as at 30 June 2026. The outstanding invoices will be recognised through 
the year-end financial reporting process to ensure that the Annual Financial Statements fairly 
present the Municipality's financial position and expenditure. 

The Chief Financial Officer has held engagements with Eskom stakeholders to discuss the 
outstanding debt and is working towards a structured repayment arrangement. These discussions 
are aimed at reaching a sustainable payment plan that will enable the Municipality to settle the 
outstanding balance while improving its overall financial position and ensuring the continued 
provision of essential electricity services. 

Inventory Consumed 

As of 30 June 2026, the YTD actual expenditure on inventory consumed by the municipality 
amounts to R 11.5 million, compared to the YTD budget of R 12.5 million. This reflects a variance 
of R 1 million, equivalent to approximately 8%, resulting in lower consumption of inventory 
materials in accordance with individual needs of each department. 
 
Depreciation and Amortization 
  
For the period ended 30 June 2026, the Year-to-Date (YTD) Actual Depreciation Expense 
amounts to R 84 million, compared to a YTD Budget of R 107.8 million, resulting in a variance of 
R 23.8 million. The current variance will be accounted for in the completion of the fixed asset 
register for the financial year, considering the year end assessment and condition for all municipal 
assets. 
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Finance charges  
 
Finance charges reflect a variance of R 10.8 million against the Year-to-Date (YTD) budget of R 
12.6 million, Finance charges relate to interest charged on borrowings, overdue accounts and 
finance lease charges, the YTD actual of R 1.7 million relate to interest on borrowings R 1.5 million, 
overdue accounts R 200 thousand. The variance of R 10.8 million relate to finance lease charged 
that are captured are year-end in preparation of the annual financial statements. 
 
 
Transfers and Subsidies 
 
 As at 30 June 2026, Year-to-Date (YTD) Actual Expenditure on transfers and subsidies amounts 
to R 11.4 million when compared to a YTD Budget of R 14.9. million, reflecting an underspending 
variance of approximately R 3.4 million. Due to financial constraints, there are some projects 
management did not implement in the current year. 
 
Overall expenditure budget  
 
The overall expenditure YTD Actual is R 1.1 million, YTD Budget is R 1.2 million. There is a                    
R 108.9 million variance The variance is primarily driven by differences in performance across the 
various expenditure line items such as inventory shortage, Eskom bulk purchase, transfers and 
subsidies etc, as stated above in separate line items, where savings were identified/under 
expenditure. 
 
Surplus/ (Deficit)  
 
Year to Date Total Revenue Less Total Expenditure as of 30 June 2026, equals to Surplus. The 
YTD surplus excluding capital transfers is R 177.8 million compared to the YTD Budget surplus of 
R 142.7 million due to the performance of the various line items detailed above. 
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5.4 Debtors Age Analysis  

 

Debtors Analysis – Customer Group and Ageing 

As at the reporting date, an analysis of outstanding debt indicates varying contributions across 
customer groups to the total debtors’ book. 

Customer Group Contribution to Total Debt: 

Households remain the largest contributor to total outstanding debt, accounting for 70% of the total 
debtors’ balance, followed by Business/Commercial customers at 17%. Government debtors contribute 
around 13%. 

Ageing of Debt per Income Source: 

The ageing profile of debtors shows that a significant portion of outstanding amounts falls within the 
90+ days category, representing 100% of total debt, indicating potential collection challenges. 

• Service charges (electricity, water, sanitation, and refuse) constitute the share of aged debt, 
with about 17% of these balances outstanding for more than 90 days.  

• Property rates debt reflects a similar trend, with approximately 55% of balances aged beyond 
90 days and constitutes the largest share.  

• Other revenue sources (such as fines, rentals, and sundry debtors) contribute a smaller portion 
but still show a notable percentage (28%) in the over 90 days category. 

The Municipality is currently undertaking its own internal credit control processes for debt collection 
purposes. The municipality has an adopted Credit Control and Debt Collection Policy, and as part of 
the drive to curb the escalating debt, there are various debt relief measures that are implemented as 
part of management's ongoing efforts to improve revenue collection and reduce the growth in 
consumer debt. 

Management continues to implement corrective measures aimed at strengthening credit control, 
improving revenue collection, resolving billing challenges, and engaging major debtors to enhance 
payment levels and improve cash flow. 

Measures being implemented to reduce outstanding debt include: 
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• Strengthening the enforcement of the Credit Control and Debt Collection Policy through 
service disconnections, restrictions, and legal action where necessary. 

• Enhancing public awareness and communication initiatives to encourage payment for 
municipal services and promote a culture of payment. 

• Engaging with significant debtors, including government departments, to facilitate the 
settlement of outstanding accounts. 

The increase in outstanding debt is mainly attributable to the following factors: 

• Financial constraints experienced by consumers, which have negatively impacted their ability 
to settle municipal accounts. 

• The continued accumulation of interest on long-outstanding debt. 

• Non-payment and delayed payment by government departments, which continue to contribute 
significantly to the growth of long-outstanding debtors. 

• Outdated consumer information for old municipal accounts. 

Management will continue to monitor collection trends and implement appropriate interventions to 
improve the Municipality's revenue collection performance and financial sustainability. 

 

5.5 Creditors Age Analysis  

 
 

As at 30 June 2026, the Municipality's total outstanding creditors amounted to R 55.2 million. Of this 

amount, R 55.1 million (99%) falls within the 0–30 days ageing category, which relates to trade 

creditors, R 32 thousand falls within the 31–60 days category and only R 5 thousand is outstanding for 

more than one year. 

 

The creditor ageing profile indicates that the Municipality is generally settling its trade creditors within 

the prescribed payment period, with virtually all outstanding balances classified as current. The 

insignificant balances older than 30 days demonstrate effective creditor management and compliance 

with payment obligations. The small balance outstanding for more than one year will be investigated 

and cleared where appropriate to ensure that the creditor ledger remains accurate and up to date. 
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It should, however, be noted that the aged creditors reflected in Supporting Table SC4 exclude the 

outstanding Eskom bulk electricity outstanding amount. As at 30 June 2026, the Municipality owes          

R 132.7 million to Eskom in respect of bulk electricity purchases to date. The year-end accrual should 

equal only the portion that has not yet been recognised in the accounting records owed to Eskom. 

 

The Chief Financial Officer continues to engage with Eskom on a structured repayment arrangement 

to address the outstanding balance and improve the Municipality's financial position. The Municipality 

will continue to enforce its Credit Control and Debt Collection Policy and promote payment awareness 

to improve collection rates and support financial sustainability. 
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5.6 Capital Expenditure

 

The table above provides details of Year-to-Date (YTD) Actual Capital Expenditure and Funding 
Sources. As at 30 June 2026, the YTD Actual Capital Expenditure amounts to R 149.9 million, 
compared to a YTD Budget of R 147.7 million, resulting in a variance of R 2.1 million (1%). The 
variance is attributable to the accelerated implementation and completion of capital projects 
during the latter part of the financial year, resulting in expenditure slightly exceeding the budgeted 
target.  
 



16 | P age  

MFMA Section 71 

 
5.7 Transfers and Grants Receipts  

 
 
Opening Balances -Grant Register 

As at 30 June 2025, the total unspent grants of Ray Nkonyeni Municipality amount to                            
R 17,535,412, as reflected in the municipality’s Grant Register. These balances represent 
unutilized portions of previously allocated conditional grants and are carried forward as opening 
balances into the current financial year.  
 
Transfers and Grants Receipts  
  
The total grants received to date for period ending 30 June 2026 amounts to R 134 million, which 
include R 89.4 million from IUDG, Neighbourhood Development Grant R 14.9 million, Energy 
Efficient & Demand Side Management R 5 million, Expanded Public Works Programme R 3.1 
million, INEP Grant R 1 million, Finance Management Grant R 2 million, Provincialization of Library 
Grant R 14.1 million, Cyber Cadet Grant R 2.2 million, Community Libraries Grant R 310 thousand, 
Museum Grant R 530 thousand and Modular Libraries Grant R 780 thousand and community 
libraries Maintenance grant of R 571 thousand. 

5.8 Transfers and Grants Expenditure  
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Transfers and Grants Expenditure 
 
Grants are monitored monthly, and Grant’s register is communicated/ shared with management 
to ensure effective management of grants and expenditure. As at the 30 June 2026, there is              
R 26.8 million operating expenditure recorded and capital expenditure amounting to R 109.2 
million, giving a total expenditure of R 135.9 million. 
 
Grant’s expenditure  
  

 •     Integrated Urban Development Grant (IUDG)   

  
An amount of R 89.4 million has been received to date for the IUDG. This is a capital grant 
and the YTD actual for the period ending 30 June 2026 is R 89.4 million and has been 
spent on various capital projects. 

• Neighbourhood Development Partnership Grant 
 

An amount of R 14.9 million has been received for the Neighbourhood Development 
Partnership Grant. This is a capital grant and the YTD actual spending for the period 
ending 30 June 2026 is R 14.9 million 

• Energy Efficient and Demand Side Management Grant 
 

An amount of R 5 million has been received for the Energy Efficient and Demand Side 
Management Grant. This is a capital grant and the YTD actual spending for the period 
ending 30 June 2026 is R 5 million. 

 
• Expanded Public Works Programme Grant 

 
An amount of R 3.1 million has been received for the Expanded Public Works Programme 
Grant. This is an operational grant and the YTD actual spending for the period ending 30 
June 2026 is R 3.1 million. Which indicates full utilisation.  

 
• INEP Grant 

 
An amount of R 1 million was received in respect of the INEP grant during the reporting 
period. however, the allocation was not approved by National Treasury. As a result, the 
funds do not qualify as a valid conditional grant and are required to be refunded in full. 
The amount has been treated as a liability pending repayment back to National Treasury 
and will not be utilised for expenditure purposes. 
 

• Finance Management Grant 
 

An amount of R 2 million has been received for Finance Management Grant. This is an 
operational grant and the YTD actual for the period ending 30 June 2026 is R 2 million. 

• Provincialization of Library Grant 
 

An amount of R 14.1 million has been received for Provincialization of Library Grant. This 
is an operational grant and the YTD actual for the period ending 30 June 2026 is                       
R 14.1 million. 
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• Cyber Cadet Grant 
 

An amount of R 2.2 million has been received for Cyber Cadet Grant. This is an operational 
grant and the YTD actual for the period ending 30 June 2026 is R 2.2 million. 

• Community Libraries Grant 
 

An amount of R 310 thousand has been received for Community libraries Grant. This is 
an operational grant and the YTD actual for the period ending 30 June 2026 is R 280 
thousand. 

• Museum Grant 
 

An amount of R 530 thousand has been received for Museum Grant. This is an operational 
grant and the YTD actual for the period ending 30 June 2026 is R 530 thousand. 

• Modular Libraries Grant 
 

An amount of R 780 thousand has been received for Modular Libraries Grant. This is an 
operational grant and the YTD actual for the period ending 30 June 2026 is R 780 
thousand. 

• Airport Grant 
 
An amount of R 3.1 million has been recognised under the Airport Grant as a rollover from 
the 2024/2025 financial year. 

 
• Community Libraries Main Grant 

 
An amount of R 571 thousand has been received for Community Libraries Main Grant as 
of 30 June 2026. This is an operational grant and the YTD actual for the period ending 30 
June 2026 is R 571 thousand. 
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5.9 Salaries Expenditure details  
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Councillors’ Remuneration 

As of 30 June 2026, the Year-to-Date (YTD) Actual Expenditure on councillors’ remuneration 
amounts to R 39.8 million, compared to a YTD Budget of R 37.3 million, resulting in a variance of 
R 2.5 million. This reflects an over-expenditure of around 7% relative to the approved budget. This 
is due to unfavourable variance is primarily attributable to higher-than-budgeted expenditure on 
councillors' remuneration and related allowances incurred during the financial year hence the 
variance. 

Senior Managers of the Municipality 

The heads of departments in the municipality, including the Municipal Manager, are classified 
under this subheading with a YTD actual of R 9.1 million and a YTD budget of R 11.1 million, with 
an underspending of R 2 million. The variance is mainly attributable to service-related benefits, 
including performance bonuses, leave pay provisions, and other employee benefit accruals, 
which had not yet been recognised at 30 June 2026. These amounts will be processed during 
Period 13 as part of the year-end annual financial statement’s preparation process. 

 
Other Municipal Staff 

The YTD budget amounts to R 498.2 million with a YTD actual of R 522.1 million. The variance is 
due to the recognition of service-related benefits such as bonuses, leave pay provisions, and other 
accrued employee benefits which are accounted for as accrued expenditure at specific intervals 
during the financial year. Overall, the expenditure performance reflects controlled spending on 
employee-related costs by Ray Nkonyeni Municipality during the period under review.  

5.10 Long-term Loans  

 

The municipality currently has a structured unsecured loan with the Development Bank of 
Southern Africa (DBSA), The Municipality entered into a loan agreement for the funding of Capital 
infrastructure projects, in the 2020/21 financial year the first drawdown of R 3.5 million was 
received, as well as the second drawdown of R 8.47, as well as the third drawdown of R 7.9 million 
totalling a total of R 19.9 million and the current loan balance owed to DBSA is R 12.8 million as 
at 30 June 2026. The loan agreement from DBSA is spread across four years funding various 
capital projects.  

RAY NKONYENI MUNICIPALITY

LONG TERM LOANS REGISTER : 30 June  2026

CAPITAL OPENING LOAN LOAN INTEREST LOAN CLOSING

DETAILS % PROJECT NUMBER BALANCE ADVANCE INTEREST PAID REPAYMENT BALANCE

01 June 2026 CHARGED 30-Jun-26

R R R

DBSA Loan 1 0.09R            '61007684 7,691,566.61                    -R                                 179,489.56R         179,489.56-R        335,791.67-R             7,355,774.94R                               

DBSA Loan 2 0.13R            '61007761 5,751,066.51                    -R                                 181,637.27R         181,637.27-R        232,630.77-R             5,518,435.74R                               

TOTAL DBSA LOANS 13,442,633.12R               -R                                 361,126.83R         361,126.83-R        568,422.44-R             12,874,210.68R                             

TOTAL LOANS 13,442,633.12R               -R                                 361,126.83R         361,126.83-R        568,422.44-R             12,874,210.68R                             
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5.11  Performance Indicators  

 
 
The above table gives an overview of the financial indicators of the municipality for the period 
ending 30 June 2026 and the indicators are broken down below.   
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Borrowing Management 

The outstanding amount in the loan from DBSA is currently R12,874,210.68 as at 30 June 2026. 

 LIQUIDITY RATIOS 

1. Current Ratio: is calculated by a total of Current Assets/ Current Liabilities. 

 Budgeted Current Ratio: R 723,399 000 / R490,366 000= 1.48:1 

Actual Current Ratio as of 30 June 2026: R 343 841 000/ R 348 416 000=0.99:1 

The current ratio is a liquidity ratio used to measure whether the municipality has enough 
resources to meet its short-term obligations. A good ratio is R 1.5-R 2 for every R 1 owed. The 
budget showed a R 1.48: R1 ratio and the actual ratio as of 30 June 2026 is: R 0.99: R 1 which is 
below both the budgeted target and the recommended benchmark. The current ratio currently 
indicates that the municipality cannot meet its short-term obligations because of ratio being R1, 
the ratio reflects a slight decline in liquidity and a reduced buffer compared to prior periods. 

2. Acid test Ratio: Current Assets- Inventory/Current Liability  

Budgeted Acid test Ratio: (R 723 399 000-R 11 019 000)/ R 490 366 000=1.45:1 

Actual Acid test Ratio as 30 June 2026:(R 343 841 000-R 8 543 000)/R 348 416 000= 0.96:1  

The acid-test ratio, commonly known as the quick ratio, uses an organization’s balance sheet data 
as an indicator of whether it has sufficient short-term assets to cover its short-term liabilities. The 
acid-test ratio disregards current assets that are difficult to quickly liquidate such as inventory. The 
acid-test ratio may not give a reliable picture of an organization’s financial condition if the 
municipality has accounts receivable that take longer than usual to collect or current liabilities that 
are due but have no immediate payment needed. A good ratio is R 1 for every R 1 owed. Budgeted 
to date acid test ratio is more than R 1: R 1, while actual acid test ratio is R 0.96: R 1.  This 
indicates that the Municipality has only R0.96 of liquid assets available to settle every R1.00 of 
current liabilities, reflecting a slight liquidity shortfall. The decline in the current ratio is primarily 
attributable to increasing current liabilities, including outstanding creditor balances such as bulk 
electricity obligations, coupled with lower cash and cash equivalent balances available at year-
end. 
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5.12  Investment Register 
 

 
 
The Investment register as of 30 June 2026 has the closing balance of R 37.5 million, with                   
R 5 million in total interest earned in various investment accounts as shown in the above register. 

Included from the above table is Human Settlements Housing Development Funds amount of                                            
R 30.9 million which held by the municipality on behalf the department of human settlement and 
is currently invested in accordance with the Municipality’s Cash and Investment Policy, thereby 
earning interest until such time that the funds are required for housing project commitments. The 
interest generated on human settlements housing development funds to date is R 2.1 million. 



25 | P a g e    

  

6.1 Monthly Budget Statement Summary 

 

The above table provides a concise overview of the monthly actual, year-to-date actual of the 
operating expenditure, capital expenditure, and age analysis. The full year forecast, as seen in 
the table above, considers the original budget less than the YTD budget plus the YTD actual, this 
therefore gives a projection based on the YTD performance on how the municipality will perform 
for the financial year in terms of the original budget. 
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6.2 Statement of Financial Performance (Revenue and Expenditure)  

 

The table provides an overview of the monthly actual, year to date, actual and year-to-date Budget 
of revenue by Source and Expenditure by Type for the period ended 30 June 2026. The full year 
forecast provides a guideline in terms of overall performance, and it gives an overview of whether 
the municipality will be able to spend as per budget. 
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6.3 Capital Expenditure  

 

This table provides an overview of actuals to date of the capital expenditure on monthly basis of 
the municipality for the period ended 30 June 2026. 
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6.4 Statement financial Position 
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The statement of financial position indicates the financial health of the municipality as the assets 
and liabilities are listed to measure the solvency of the municipality for the period ended 30 June 
2026. Total assets are R 2.8 billion over the total liabilities of R 603.5 million this therefore means 
the municipality is still able to meet its long-term financial obligations, but the current ratio of the 
municipality signifies that the municipality cannot meet all its current financial obligations as the 
current liabilities exceed the current assets. 

The statement of financial position of Ray Nkonyeni local municipality indicates that the 
municipality remains financially viable with a strong infrastructure asset base and positive net 
assets. However, the municipality continues to face financial pressures arising from liquidity 
constraints, increasing debtors, operational expenditure commitments, and bulk electricity 
obligations. 
 
To strengthen financial sustainability, the municipality continues focusing on improving debt 
collection, managing operational costs, maintaining adequate cash reserves, and ensuring 
effective financial management practices in line with the Municipal Finance Management Act 
(MFMA) and applicable GRAP standards. 
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6.5 Statement Cash Flow 

 

A cash flow statement provides data regarding all cash inflows a municipality receives from its 
ongoing operations and external investment sources.  

The municipality’s cash flow analysis for the 2025/26 financial year indicates that operating cash 
inflows remain under pressure due to collection challenges and increasing debtor balances. In 
addition, high fixed operational costs, contractual obligations and bulk electricity purchases that 
continue to place strain on available cash resources.  


