CASH FLOW

Annual Financial Statements for the year ended 30 June 2016

Cash Flow Statement

Figures in Rand 2016 2015
Cash flows from operating activities
Receipts
Sale of goods and services 30795790 39797 487
Grants 151 344 962 144719 894
Interest income 8 107 348 5105135
Dividends received 4860 4692
Fines, penalties and forfeits 260 000 43 053
197 166 372 189 670 262

Payments
Employee costs (92 387 144) (76 459 476)
Suppliers (56 147 571) (59 312 450)
Finance costs (927 454) (3545 431)
Taxation - (2666 571)

(149 462 169) (141983 928)
Net cash flows from operating activities 37 47 704 203 47 686 334
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Cash flows from investing activities

Purchase of property, plant and equipment 10 (60 059 641) (32687 954)
Proceeds from sale of property,plant and equipment 10 473 745 -

Net cash flows from investing activities (59 585 896) (32 687 954)
Cash flows from financing activities
Repayment of other financial liabilities (4 328 888) (414 916)
Finance lease payments (487 200) (462 708)
Net cash flows from financing activities 4816 088 (877 624)
Net increase/ (decrease) in cash and cash equivalents (16 697 781) 14 120 756
Cash and cash equivalents at the beginning of the year 17 698 953 3578197
Cash and cash equivalents at the end of the year ]| 1001172 17 698 953“

BORROWING AND INVESTMENTS
Other financial liabilities
Development Bank of South Africa 2 359 763 2788679
The Development Bank of South Africa loan expires on 1st April 2020, and the terms
Stipulates that payments should be made quarterly, interest accrues on the outstanding
balance and the rate is12,5% per annum and at 14,5% per annum on payments in arrears.
2359763 2788679

Total other financial liabilities 2359763 2788679
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5.7 SUPPLY CHAIN MANAGEMENT

The functions of the SCM unit involve;

1. Managing demand procedures and acquisitions including policies, procedures,
database, compliance and adherence to prescribed procurement practices

2. Ensuring tender evaluation and contract prescript are adhered to

3. Managing compliance, risks, performance and reporting in the supply chain
management system

4. Coordinating, controlling and applying logistics management practices and procedures in
order to administer and manage the receipt, safeguarding and issuing of store items.

The municipality’s Supply Chain Management is a unit within the Finance Section. It is
comprised of:

= The Chief Financial Officer (Head of SCM Unit)
= SCM Practitioner;

= SCM Officer

= 1 Finance Intern

The SCM regulations stipulate the following:

a) SCM regulation 6(2) (a) (i) - that the council of a municipality must maintain oversight over
the implementation of its SCM policy. For the purpose of such oversight the accounting officer
must within 30 days of each financial year submit a report on the implementation of the SCM
policy of the municipality to the Council.

b) SCM regulation 6(2) (3) — the Accounting Officer shall within 10 days after the end of each
quarter submit implementation reports on SCM to the Mayor.

INTERNAL SCM PROCEDURES AND PROCESSES
Threshold values

The threshold values have been determined as follows:

1) Up to R1, 000 (vat included) — One written price quotation

2) R1, 001 - R2, 000 (vat included) — Two written price quotations

3) R2, 001 — R30, 000 (vat included) — Three written price quotations

4) R30, 001 — R200, 000 (vat included) —Seven days bidding process (RFQ)
5) Above R200, 000 (vat included) — Competitive bidding process

SCM Process for acquisitions up to R200 000.00

The SCM process of Masilonyana Local Municipality operates as follows;
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e Demand Form — The requesting department completes a demand form which is
approved by the Head of Department or any delegated official. The demand form is
submitted to SCM practitioner who sources quotations.

* A requisition is raised by the SCM Practitioner and approved by the CFO and the
Municipal Manager.

e Purchase Order — Based on the above thresholds, quotations are sourced from potential
suppliers. A purchase order is raised for the awarded quotation. The orders are done in
triplicate of which one copy is sent to the supplier, one copy for filing and one copy is
sent to creditors for processing. The order numbers are sequentially numbered from the
system. The purchase orders are approved by the CFO and in his absence by a Senior
Official delegated by the CFO.

The SCM processes are monitored monthly by use of irregular expenditure registers and
deviations registers.

SCM Process for acquisition above R200 000.00

Bid Documents
The bids documents are as prescribed by the National Treasury include the General Conditions
of Contract.

Bid Committee Structures

The following committees have been established:

i) The bid specification committee

ii) The bid evaluation committee

iii) The adjudication committee

The Accounting Officer appoints members for each committee.

According to the SCM policy the composition of the above committees should be as follows:

i) Bid Specification committee — must be composed of

a) One or more officials of the municipality, preferably from user departments requiring the
goods or services.

b) SCM practitioners

c¢) And when appropriate, include external technical specialists.

ii) Bid evaluation committee — must as far as possible be composed of
a) Officials from departments requiring the goods and services
b) At least one SCM practitioner of the municipality

iii) Bid adjudication committee — must consist of

a) at least four senior managers of the municipality (including the CFO)

b) At least one SCM practitioner who is an official of the municipality

c) A technical expert in the relevant field who is an official of the municipality
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Compliance — The bid committees meet the requirements of the SCM policy and SCM
regulations.

MUNICIPAL SERVICE CHARGES ASSESSMENT AND OUTSTANDING DEBTORS

Outstanding Debtors as at 30 June 2016

As at 30 June 2016, Masilonyana Local Municipality had outstanding debtors of R412 675 891.
The table below shows debtors per source for the two financial years, i.e. 2014/2015 and
2015/2016 financial years:

Property Rates S R T e R 59 660 970

Electricity R129 681 946 R 111 555 345
Water R 70 053 595 R 95 072 200
Sewerage R 72 657 808 R 78 607 806
Refuse R 37 768 293 ~ R43685393
R 57806805

Other

N.B. The information disclosed above is populated from note 7 of the Annual Financial
Statement 2015/2016
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