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Ensuring a Budget is funded
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Funded Budgets – National Position 2013/14 to 2018/19 

2013/14: 169 out of 278 funded = 60,8%

2016/17: 157 out of 257 funded = 61,1% - New demarcations did not significantly assist to improve the 

funding position

2019/20: 128 out of 257 funded = 49,8%
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Undetermined 0 9 0 3 3 4 31 16 14 8 14 10 20 7 3

Unfunded 116 99 110 84 111 82 96 74 118 84 142 113 121 143 126

Funded with risk 1 1 4 5 4 5 7 10 0 0 0 0 0 0 0

Funded 161 169 164 186 160 187 123 157 125 165 101 134 114 107 128
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Average Collection 2008/09 to 2017/18 - Audited Outcomes 
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Metros -

▪ Maintained their collection rate at an average of 94% over the ten year period

▪ Average just below the norm of 95%

▪ Poor correlation between average collection rate of 94% and the annual increase in debtors

Local municipalities -

▪ Generally on a negative trendline especially last three financial years

▪ Average of 89% is 6% below the norm of 95%

District municipalities

▪ Follows a negative trendline

▪ At an average of 70% well below the norm of 95%

Water sector – average loss at ± 35 %

AVERAGE COLLECTION RATES & SERVICE CHARGES

 10 YEAR AUDIT OUTCOMES

2008/09 2009/10 2010/11 2011/12 2012/13 2013/14 2014/15 2015/16 2016/17 2017/18 10 Year 

Average

TREND

 Total Average Collection Rate: Rates & Service Charges: 

Category A - Metros 98% 83% 101% 92% 92% 95% 95% 96% 94% 95% 94%

 Total Average Collection Rate: Rates & Service Charges: 

Category B - Local Municipalities 89,6% 94,5% 88,9% 93,4% 88,6% 87,1% 84,9% 89,0% 87,7% 86,3% 89%

 Total Average Collection Rate: Rates & Service Charges - 

Category C -  District Municipalities 134,6% 80,8% 68,6% 75,9% 70,4% 54,9% 60,6% 40,0% 57,1% 54,8% 70%



Ensuring a Budget is funded – Funding 

Methodology

Funding Methodology –

▪ MFMA Circular No. 42 - Act No. 56 of 2003 - Funding a municipal budget (30 March 2007)

▪ MFMA Funding Compliance Guideline (10 March 2008)

Supporting Table SA10 - Funding measurement (14 measures - Intended as a self assessment)
• Cash/cash equivalents at the year end

• Cash + investments at the year end less applications - This is the final test for a funded position Table A8

• Cash year end/monthly employee/supplier payments

• Surplus/(Deficit) excluding depreciation offsets

• Service charge rev % change - macro CPIX target exclusive

• Cash receipts % of Ratepayer & Other revenue

• Debt impairment expense as a % of total billable revenue

• Capital payments % of capital expenditure

• Borrowing receipts % of capital expenditure (excl. transfers)

• Grants % of Govt. legislated/gazetted allocations

• Current consumer debtors % change - incr(decr)

• Long term receivables % change - incr(decr)

• R&M % of Property Plant & Equipment

• Asset renewal % of capital budget
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Ensuring a Budget is funded – Funding Methodology  

Cash + Investments at the Year-end Less Applications –

Table A8

6

Importance of Application of Cash – Test for funding goes beyond the current year – Is cash at year-end 

adequate to cover all liabilities

Accuracy in calculation of assets & liabilities of utmost importance
▪ Unspent grant & borrowing should be included and available in cash

▪ Statutory requirements VAT & taxation payable/receivable 

▪ Working capital requirements – based on current debtors collectable within 30 days

▪ Other provisions – municipalities annually needs to transfer the current portions of provisions from the non-

current provision and include it on Table A8 

▪ Any long term investments committed to debt repayment or otherwise should be disclosed

▪ All reserves (excluding re-valuation reserve should be disclosed on Table A8



Ensuring a Budget is funded – Funding Methodology –

Collection Rate vs Debt Impairment on Tables A4 & A7

Cash receipts % of Ratepayer & Other revenue – Funding Compliance Guideline

• How much cash is expected to be collected from current billing, charges and arrear debtors  

• The first part of the analysis is to compare the percentage with the current and prior year trends  

• If percentage is much higher than recent trends - highly probable that the cash collection rate assumptions 

do not comply with section 18 of the MFMA, and that the “anticipated revenues to be collected” are 

unrealistic

• MFMA (section 18(2)) is very definitive on the issue of realistic revenue collections, only allowing the 

budget to be formulated on the basis of proven collection rates in the current and previous years

Debt impairment expense as a % of total billable revenue

• This factor is to measure whether the provision for debt impairment is being adequately funded 

• To understand whether there is an inconsistency it can be useful, although overly simplistic, to sum the 

collection percentage of individual years’ and the debt impairment percentage 

• In the medium term the sum of these percentages should be approximately 100 per cent 

• A sum that is less than 100 per cent may indicate that there is an insufficient provision for debt impairment

• If the budgeted revenue collection rate is assumed to be 90 per cent and the debt impairment expense 

budget is 5 per cent of billable revenue, then this would be good evidence that the debt impairment 

expense budget was too low (except in the case where a previously funded provision was too high and is 

being adjusted)

• A total greater than 100 per cent may indicate that either the expense budget is too high or forecast 

collection levels are unrealistic

• Both Tables A4 & collections on Table A7 should be aligned to the collection rate
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Ensuring a Budget is funded – Causes of Unfunded 

Budgets

Budgeting for operational deficits

▪ Operational deficits in the four major trading services and on Table A4

▪ Municipalities (more than 50%) are simply living beyond their means – budget to spend more than what they 

raise in revenue

▪ Persistent operational deficits are not sustainable over the medium to longer term and in most cases will 

inevitably lead to the consumption and depletion of reserves and an un-funded budget position

Inadequate provision for non-payment

▪ Municipalities often do not adequately provide for non-payment on the Statement of Financial Performance as 

the argument is that outstanding debt may be collected in the future 

▪ The National Treasury funding methodology is however clear to the extent that if the assumed collection rate is 

80% the municipality needs to provide 20% for debt impairment on the Statement of Financial Performance 

irrespective if the debt will be collected in the future or not

▪ Provision has been made on the Cash Flow Statement for the collection of non-current debtors in future years
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Ensuring a Budget is funded – Causes of Unfunded 

Budgets

Revenue value chain - Incomplete revenue sources – not optimising existing revenue sources

▪ Un-realistic revenue (billing) projections

▪ Tariffs that are not cost reflective: 

o Tariffs for trading services are often set too low and are subsidised from rates, or if not subsidised, resulting 

in operational deficits. 

o Often depreciation and debt impairment is budgeted under the Budget Office instead of allocating these 

expenditure items to the relevant service for inclusion in tariff setting

o Secondary costs are often not allocated to the relevant trading service resulting in under recovery of the 

total cost of rendering the service

▪ Not allocating the Equitable Share to the trading services to fund the cost of FBS resulting in the use of this 

resource for other purposes than supporting poor households

▪ Completeness of available revenue – optimising the municipalities’ revenue generation potential across all 

sources

▪ Reconciliation of rates and service charges in the billing system to the properties on the valuation roll and the 

deeds registry

▪ High levels of subsidised services – revenue forgone by giving FBS above the norms of 6 kl of water and 50 

kwh of electricity and rates rebates in excess of the impermissible values as prescribed in the Municipal 

Property Rates Act
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Ensuring a Budget is funded – Causes of Unfunded 

Budgets

Poor collection of revenue combined with inadequate provision for debt impairment

▪ No or inadequate indigent management and use of the equitable share to fund other operations than indigent 

support

▪ No or poor credit control and debt collection strategies

▪ Focus only on payment toward current account whilst neglecting collection of long outstanding arrears

10



Ensuring a Budget is funded – Causes of Unfunded 

Budgets

Unrealistic expenditure projections

▪ Municipalities base their expenditure projections on un-realistic revenue collection projections

▪ Bloated staff structures combined with excessive use of consultants and other contracted services

▪ Not allocating indirect cost to the 4 main trading services – services are not costed at the true cost of rendering 

the service

▪ Non-priority spending - adequate provision should be made for operational expenditure, R&M, non-cash items 

and allowance should be made for the elimination of non-priority spending

▪ Inadequate implementation of austerity measures

▪ Inadequate provision for depreciation and debt impairment – municipalities often under budget for these 

expenditure items to artificially improve the funding of the budget with the result that cash expenditure is 

aligned to revenue billing rather than revenue collection

▪ Not allocating non-cash items (debt impairment & depreciation) to the 4 main trading services

▪ Inadequate provision for repairs and maintenance
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Ensuring a Budget is funded – Causes of Unfunded 

Budgets

Funding of internally generated capital expenditure whilst there are no cash backed reserves available 

for this purpose - deficit position on Table A8

▪ Budgeting for operational surpluses on Table A4 is important to fund internally generated capital projects

Not addressing Inefficiencies in the system

▪ Unattended distribution losses – municipalities tend to recover this from tariff increases rather than addressing 

the real problem

▪ Unreliable customer data

▪ No or incorrect meter reading and extended periods of estimating of water and electricity meters
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Ensuring a Budget is funded – Moving Towards   a Funded 

Budget - Funding Compliance (sect 18 of MFMA)

The process to move from an un-funded budget to a funded budget position require that all the above-mentioned 

issues be addressed adequately through specific strategies, processes and procedures

The National Treasury funding methodology focus on three main trendlines:

Achieving at least break even or a surplus position on the Statement of Financial Performance  and improving 

over the MTREF – Table A4 – this is however not the final test for a funded budget (scope - short term)

▪ No or conservative funding of capital from internally generated funds

▪ Re-configuration of the funding mix to fund capital expenditure – possible inclusion of additional borrowing 

to reduce the immediate impact on cash flow – This will however be subject to the liquidity position (ability 

to repay additional debt) and should be directed toward acquisition of revenue generating assets

Achieving a positive cash and cash equivalents position for the Cash Flow Statement and improving over the 

MTREF – Table A7 (scope - short to medium term)

Reconciliation of available cash and cash equivalents vs liabilities – achieving a positive cash position over the 

entire MTREF after offsetting liabilities against the available cash and cash equivalents – Table A8 (scope -

medium to longer term)
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A1 Schedule: Areas of Concern - Completion of Table A6 –

Relationship to A4, A7 & A8 
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Common mistakes by Municipalities:

❑ Table A4 –

▪ Understatement of Debt Impairment expense as percentage of Rates & service 

charges

▪ Understatement of Depreciation & Asset Impairment

❑ Table A6

▪ Overstatement of Consumer Debtors (reduces working capital requirement on SA8)

✓ Overstatement of gross debtors on SA3

✓ Understating provision for debt impairment on SA3 by not adding contribution for 

current year or adding a lesser contribution to the provision thus increasing current 

debtors 

▪ Understatement of Trade and Other Payables (reduces working capital requirement on 

SA8)

✓ Understating of Trade and Other Creditors on SA3

✓ Understating of Unspent Conditional Transfers on SA3 



A1 Schedule: Areas of Concern - Completion of Table A6 –

Relationship to A4, A7 & A8 
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Common mistakes by Municipalities:

❑ Table A7

▪ Inflating cash & cash equivalents at beginning of financial year (Increase cash balance  

transferred  to  SA8

▪ Using better collection rate on SA30 than on A4 when calculating receipts from

✓ Property rates, penalties & collection charges

✓ Service charges

✓ Unrealistic receipts from increase in consumer deposits, Decrease (Increase) in 

non-current debtors, other non-current receivables and  non-current investments

▪ Ensure that cash/cash equivalents at the year end on Tables A7 & SA30 reconcile



A1 Schedule: Areas of Concern - Completion of Table A6 –

Relationship to A4, A7 & A8 
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Common mistakes by Municipalities:

❑ Table A8 –

▪ Understatement or exclusion of unspent borrowing

▪ Understatement or exclusion of unspent conditional grants

▪ Statutory requirements VAT owed to SARS not indicated as a asset/liability

▪ Overstatement of current debtors (as explained under Table A6)

▪ Understatement of current creditors (as explained under Table A6)

▪ Understatement of provisions to be cash backed

▪ Understatement of reserves to be cash backed

▪ Long term investments committed – often not indicated as a commitment

▪ Tables are often completed incorrect– debtor collection rate on Table A8 does not 

reconcile with current collection rate



A1 Schedule: Areas of Concern – Provision for Impairment 

Table A4 vs Table SA3
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Example of bad budgeting 

Example of bad budgeting – example for funding assessment included in the presentation 

Example of accurate budgeting 



A1 Schedule: Areas of Concern – Cash Flow
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Ensuring a Budget is funded – Impact of Good/Bad 

Budgeting Practices
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Ensuring a Budget is funded – Impact of Good/Bad 

Budgeting Practices
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Ensuring a Budget is funded – Impact of Good/Bad 

Budgeting Practices
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BALANCE SHEET & CASH FLOW 

BUDGETING

Presented by National Treasury: Chief Directorate Local Government Budget Analysis – December 2018 



Methodology

Presented by National Treasury: Chief Directorate Local Government Budget Analysis – December 2018 



Uniform Budget Assessment Methodology

Funding Assessment on Table A8 reliant on accurate information on tables A4, A5, A6, A7 & A8

Currently - un-reliable information on Tables A6, A7 & A8

LGBA – need to:

▪ Provide a consistent assessment methodology and approach

▪ Provide a methodology that eliminates incorrect information disclosed in A1 schedules

submitted by Municipalities – development of assessment tool

Methodology

▪ Start with audit info of previous financial year – audited AFS

▪ Determine impact of current year adjustment budget on:

✓Financial Position (Table A6)

✓Cash Flow (Table A7)

✓Reconciliation of reserves/accumulated surplus (Table A8)

▪ From this base then determine impact of MTREF on 

✓Financial Position (Table A6)

✓Cash Flow (Table A7)

✓Reconciliation of reserves/accumulated surplus (Table A8)
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Methodology – Balance Sheet Budgeting
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Tool uses a transaction matrix for each financial year to assess the impact of:

❑ Table A4

❑ Table A5

❑ Table SA30 (Table A7) on the financial and cash flow positions of the municipality



Methodology – Balance Sheet Budgeting
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Expansion of some columns in the transaction matrix:

Current assets

❑ Consumer debtors – split into

▪ Gross consumer debtors

▪ Accumulated debt impairment

❑ Other Debtors - split into three columns:

▪ Other Debtors

▪ VAT

▪ Total other debtors

Non-current assets

❑ Investment property – split into

▪ Investment Property (Cost)

▪ Accumulated Depreciation (Investment Property)

❑ PPE

▪ PPE (Cost)

▪ Accumulated  Depreciation (PPE)

❑ Intangible Assets

▪ Intangible Assets  (Cost)

▪ Accumulated Depreciation (Intangible Assets)



Methodology – Balance Sheet Budgeting

27

❑ First four columns consists of

▪ Description of the various budget components that will have an impact on the Financial Position 

(horizontal dimension)

▪ Appropriate schedule number

▪ Financial year

▪ Calculation/comment/information

❑ Budget schedules used are:

▪ Table A4 & B4

▪ Table A5 & B5

▪ Table SA30 (Table A7) & Table SB15 (Table B7)

❑ Each column after the first four represents a line in the Financial Position (vertical dimension)

❑ Each column starts with the opening balance from the audited AFS

❑ Determine the impact of each budget component on assets and liabilities & cash (ensure application 

of double entry principle at all times)

❑ After considering the impact of all budget components calculate the closing balance for each asset & 

liability – Closing balance = opening balance + movement

❑ Closing balance for assets & liabilities becomes the opening balance for the next financial year 

❑ Similar process is followed for each financial year

❑ Funding tool re-calculate assets and liabilities



Methodology – Balance Sheet Budgeting
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Methodology – Balance Sheet Budgeting
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Methodology – Balance Sheet Budgeting
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Methodology – Balance Sheet Budgeting
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Methodology – Balance Sheet Budgeting
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Methodology – Balance Sheet Budgeting: Working Capital -

Debtors
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Methodology – Balance Sheet Budgeting: Working 

Capital - Creditors
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Methodology – Balance Sheet Budgeting
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Expansion of some columns in the transaction matrix:

Current Liabilities

❑ Payables From Exchange Transactions

▪ Payables From Exchange Transactions (Trade Payables)

▪ VAT Payable

▪ Unspent grants

▪ Taxation

▪ Other Payables

▪ Total Trade and other payables



Methodology – Balance Sheet Budgeting
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Assumptions from the audited AFS – Financial Position

❑ Current assets

▪ VAT & Taxation due to the municipality will be received in following financial year – limited to 

a maximum of the asset in the Financial Position

▪ Current portion of LT Receivables will be received in the following financial year – limited to a 

maximum of the asset in the Financial Position

❑ Current Liabilities

▪ ST portion of Borrowing will be paid in the following financial year – limited to a maximum of 

the liability in the Financial Position

▪ VAT & Taxation due by the municipality will be paid in following financial year – limited to a 

maximum of the liability in the Financial Position

❑ Budget assumptions Operating & Capital Budget

▪ OPEX & CAPEX Budgets will be spent 100% (is budget funded if implemented 100%)

▪ Debt impairment will be provided on Table A4 in line with the anticipated collection rate

▪ Creditors for the each budget year will be paid in full after accrual for creditors at financial 

year-end has been made

▪ Borrowing will be drawn down as budgeted for each year

▪ If cash outflows exceed the inflow short term investments will be redeemed to prevent a 

potential bank overdraft position



Methodology – Balance Sheet Budgeting - Table A4 or B4
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Table A4 consists of a number of cash & non-cash entries

Revenue

Cash Entries

Entries processed through billing system

Revenue: Billing Consumer Debtors

▪ Rates Dr Gross Consumer debtors

▪ Service charges.                        Cr Accumulated Surplus A6 (Revenue on A4)

▪ Interest earned outstanding debtors 

Revenue: Billing Other Debtors

▪ Rental of facilities

▪ Fines penalties & forfeits.                               Dr Other debtors

▪ Licences & permits                                                  Cr Accumulated Surplus A6 (Revenue on A4)

▪ Agency services

▪ Other revenue

Entries processed through direct receipts over the counter

▪ Interest earned ext. investments                     Dr Cash

▪ Dividends     Cr Accumulated Surplus A6 (Revenue on A4)



Methodology – Balance Sheet Budgeting - Table A4 or B4

38

Entries processed through direct receipts over the counter

▪ Transfers & subsidies OPEX  Dr Cash (amount on table A4 less value of roll-over) 

Dr Unspent Grants (value of roll-over)

Cr Accumulated Surplus A6 (Revenue on A4)

(This could include approved roll-overs for operational expenditure in the total in Table B4 – The roll-over component should 

form part of unspent grants and should be included in cash & cash equivalents from previous year and accordingly it should not 

be receipted as a cash inflow in the Cash Flow Statement)

Revenue

Non-Cash Entries

▪ Gains on disposal of PPE                             Dr PPE

Cr Accumulated Surplus A6 (Revenue on A4)



Methodology – Balance Sheet Budgeting - Table A4 or B4

39

Expenditure

Cash Expenditure

Creditors Accrual

▪ Employee related Expenditure

▪ Remuneration of councillors

▪ Bulk purchases         Dr Accumulated Surplus A6 (Expenditure on A4)

▪ Other materials Cr Payables from exchange transaction

▪ Contracted services

▪ Other Expenditure

Expenditure

Cash Expenditure

Direct Payments

▪ Finance charges Dr Accumulated Surplus A6 (Expenditure on A4)

▪ Transfers & subsidies Cr Cash

(Transfers could include could include non-cash entries from Table SA21 or Table SB10 – that should not be accounted for in the Cash Flow 

Statement)



Methodology – Balance Sheet Budgeting - Table A4 or B4
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Expenditure

Non-Cash Expenditure

▪ Debt impairment Dr Accumulated Surplus A6 (Expenditure on A4)

Cr Accumulated Debt Impairment

▪ Depreciation Dr Accumulated Surplus A6 (Expenditure on A4)

Cr Accumulated Depreciation

▪ Loss on disposal of PPE Dr Accumulated Surplus A6 (Expenditure on A4)

Cr PPE

We have now accounted for all transactions “above the line” on Table A4 or B4



Methodology – Balance Sheet Budgeting – Funding on Table 

A5 or B5
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Next we deal with the two funding sources on Table A5 that should be reflected as revenue “below the 

line” on Table A4 or B4

❑ Transfers and subsidies - capital (monetary allocations) (National / Provincial and District)

This is a non-cash transaction as it represents the total amount of conditions met, including roll-

overs (Cash receipt is accounted for on Table A7 or B7)

Dr Unspent Grants

Cr Accumulated surplus A6 (Revenue on A4)

❑ Transfers and subsidies & public contributions - capital (monetary allocations) (National / 

Provincial Departmental Agencies, Households, Non-profit Institutions, Private Enterprises, 

Public Corporations, Higher Educational Institutions)

Dr Cash 

Cr Accumulated surplus A6 (Revenue on A4)

NB – Public contributions was up to 2019/20 a separate line on Table A5 & B5 and was  included with 

proceeds PPE on Table A7 or B7 – this is to be changed with effect from the 2020/21 A1 Schedule where it is 

to be included under “Transfers and subsidies & public contributions” on Table A5 and B5 and under 

“Transfers & Subsidies – Capital” on Table A7 & B7



Methodology – Balance Sheet Budgeting - Table A4 or B4

42

Expenditure/Revenue

Non-Cash Accruals)

Taxation Dr Accumulated surplus A6 or B6 (Expenditure A4 or B4)

Cr Taxation (Current Liability)

Municipalities with entities may have taxation expenditure which is budgeted for on Table A4 or B4

Surplus Attributable to Dr Minority Interest (non-current liability)  A6 or B6

minorities Cr Accumulated surplus A6 or B6 

Municipalities with a minority interest in a shared entity may have a surplus attributable to that minority interest and income is

budgeted for on Table A4 or B4

Share of surplus/(deficit) Dr Investment in associate (non-current asset)  A6 or B6

of associate Cr Accumulated surplus A6 or B6



Methodology – Balance Sheet Budgeting – Funding on Table 

A5 or B5

43

Transfers and subsidies - capital (monetary allocations) (National / Provincial and District)

Cash receipt of transfers Dr Cash 

Cr Unspent Grants

The actual cash amount of capital transfers on Table A5 or B5 less the value of approved roll-overs are budgeted for as a cash 

receipt on Table A7 or B7

Borrowing (The assumption is that all borrowing on Table A5 or B5 will be taken up)

Two types of borrowing:

❑ Finance Lease: Dr PPE

Cr Borrowing Loans & Bonds (non-current liability)

Finance lease – no cash receipt & payment – therefore increase asset and liability as indicated above - (No cash receipt 

from borrowing and no payment towards CAPEX on Table A7 or B7)

❑ Annuity Loan: Dr Cash

Cr Borrowing Loans & Bonds (non-current liability)

Cash proceeds from loan is receipted & payment towards CAPEX is processed on Table A7 or B7

Internally generated funds

▪ Capital expenditure funded from cash backed reserves from the current or previous financial years 

▪ No transaction required to record the funding source as the surplus cash should be included in cash 

& cash equivalents 



Methodology – Cash Flow Budgeting – Completing Table A7 or 

B7

44

CASH FLOW FROM OPERATING ACTIVITIES

Receipts

❑ Receipts Property rates (current year receipts only)       Dr Cash   

(Billing less debt impairment – rates) Cr  Consumer Debtors

❑ Receipts Service charges (current year receipts only) Dr Cash

(Billing less debt impairment – service charges)                 Cr Consumer debtors

❑ Receipts Other revenue (current year receipts only) Dr Cash

(Billing less debt impairment – other debtors)                    Cr  Other debtors

❑ Receipts Government – operating – Accounting treatment discussed under Table A4 or B4

❑ Receipts Government – capital – Accounting treatment discussed under Table A4 or B4

❑ Receipts Interest – Accounting treatment discussed under Table A4 or B4

❑ Receipts Dividends – Accounting treatment discussed under Table A4 or B4

Payments

❑ Suppliers and employees Dr Payables From Exchange Tran (Trade Payables)

Cr Cash

(Current year expenditure paid through creditors system, payment towards arrears, repayment of unspent grants – refer slide 17)

❑ Finance charges – Accounting treatment discussed under Table A4 or B4

❑ Transfers and Grants – Accounting treatment discussed under Table A4 or B4



Methodology – Cash Flow Budgeting – Completing Table A7 or 

B7
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Example - Calculation of payments to suppliers & employees 
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CASH FLOWS FROM INVESTING ACTIVITIES

Receipts

❑ Proceeds on disposal of PPE Dr Cash

(Include receipts from public contributions to fund CAPEX) Cr PPE

❑ Decrease (Increase) in non-current debtors Dr Cash

(Arrear amounts from previous years collected from debtors) Cr Consumer debtors/Other debtors

❑ Decrease (increase) other non-current receivables Dr Cash

(Decrease cannot exceed the total non-current receivables) Cr Current portion of non-current receivables

❑ Decrease (increase) in non-current investments Dr Cash

(Decrease cannot exceed the total non-current investments) Cr Non-current investments (LT Investments)

Payments

❑ Capital assets Dr PPE

(Total CAPEX less PPE purchased through finance lease) Cr Cash
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CASH FLOWS FROM FINANCING ACTIVITIES

Receipts

❑ Short term loans Dr Cash

(Should be repaid in current financial year)                         Cr Borrowing Short Term Portion

❑ Borrowing long term/refinancing – Accounting treatment discussed under Table A5 or B5

❑ Increase (decrease) in consumer deposits Dr Cash

Cr Consumer Deposits

(Decrease limited to total value of consumer deposits)

Payments

❑ Repayment of borrowing Dr Borrowing Short Term Portion

Cr Cash

(Should include ST loans to be repaid in current financial year)
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Other Payments/Receipts/Adjustment – Refer to transaction matrix

❑ Adjust for Short Term Portion of LT Borrowing:

▪ ST portion of borrowing to be repaid in each financial year needs to be adjusted in the preceding financial year by 

moving the amount to be repaid from non-current borrowing to ST Portion of borrowing:

Dr Non-Current Borrowing (non-current liability)

Cr ST Portion of Borrowing (current liability)

❑ Repayment of Unspent Conditional Transfers:

▪ The amount of unspent conditional grant not approved for roll-over needs to repaid to NT

▪ Usually only applicable to the adjustments budget and not in the outer years

▪ Include under payments to suppliers & employees on Table A7 or B7

Dr Unspent Grants)

Cr Cash

❑ Changes in Net assets - Transfer to Unspent Grant: – Transfer of initial receipt of grants from accumulated surplus to un-spent grants

❑ Changes in Net assets - Transfer- Conditions Met: – Accounting treatment of “conditions met” was discussed under Table A4 or B4 

above
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Other Payments/Receipts/Adjustment – Refer to transaction matrix

❑ Payment/receipt of VAT & Taxation

▪ Receipt of VAT  - VAT due to Municipality (current asset on audited AFS) – include transaction under Decrease other 

non-current receivables on Table A7 or B7

Dr Cash

Cr VAT (current assets)

▪ Payment of VAT & Taxation payable by municipality (current liability on audited AFS or annual taxation as per Table A4 

or B4) –

▪ Include under payment of suppliers & employees on Table A7 or B7

Dr VAT/Taxation current liability

Cr Cash

❑ Transfer From Non-Current Provisions to Current Provisions

▪ Annually a portion of non-current provisions needs to be transferred to current portion of provisions and needs to be 

cash backed to ensure availability of cash to cover current portion of provisions

Dr Non-current Provisions

Cr Current Provisions

❑ Annual Contribution to Provisions

▪ Other expenditure on Table A4 or B4 often includes “Annual contribution to Provisions”. If other expenditure included 

this cash payments on expenditure will be overstated and cash needs to be adjusted

▪ Include under payments to suppliers & employees on Table A7 or B7

Dr Cash

Cr Non-current Provisions
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Other Payments/Receipts/Adjustment – Refer to transaction matrix

❑ Adjustment for Non-Cash Transfers Made By Municipality

▪ Transfers and subsidies on Table A4 or B4 may include non-cash transfers to individuals or to groups of individuals 

as per Table SA 21 or Table SB10– example alternative energy gels issued to indigents from inventory

▪ Cash payment needs to be reduced as it is overstated

▪ Include under payment of suppliers & employees on Table A7 or B7

Dr Cash

Cr Inventory (current assets)

❑ Adjustment to Cash/Bank & Investments

▪ In order to maintain a positive cash balance an adjustment between cash, investments and bank overdraft would be 

required if cash is in a negative position

▪ Assumption is that investments be transferred to cash first and if inadequate that a bank overdraft be created

Dr Cash

Cr Investment/Bank overdraft

❑ Changes in Net Assets – Reserves

▪ Adjustment of reserves needs to be processed as a transaction between reserves and accumulated surplus

Dr/CR Reserves

Dr/Cr Accumulated surplus
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Completion of the transaction matrix will facilitate the following:

❑ Population of the Statement of  Financial Position (Balance Sheet)

▪ Use the closing balance in each column of the transaction matrix to populate the Statement of Financial Position

❑ Population of the Cash flow Statement

▪ Movement in columns Cash, Investments & Bank Overdraft will provide information to accurately populate the 

components of the Cash Flow Statement

▪ Total movement in columns Cash, Investments & Bank Overdraft represents the “NET INCREASE/ (DECREASE) IN 

CASH HELD” , which if added to the opening balance at the beginning of the year will produce cash & cash 

equivalents at financial year end
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The following controls should be applied to the transaction matrix to confirm the accuracy of the transactions in the 

matrix:

Statement of Financial position

❑ Ensure double entry for each individual row in the matrix – total for each row = 0 (debits & credits)

❑ Revenue in accumulated surplus column should reconcile to total revenue on Table A4 or B4

❑ Expenditure in accumulated surplus column should reconcile to total expenditure on Table A4 or B4

❑ Total movement in columns for Reserves & Accumulated Surplus should reconcile to the surplus/deficit on table A4 or B4

❑ Total for columns Reserves & Accumulated surplus should reconcile to “TOTAL COMMUNITY WEALTH/EQUITY on Table 

A6 or B6

❑ “NET ASSETS” and “TOTAL COMMUNITY WEALTH/EQUITY on Table A6 or B6 should reconcile

Cash Flow Statement

❑ Total movement in columns Cash, Investments & Bank Overdraft should reconcile to the “NET INCREASE/ (DECREASE) 

IN CASH HELD” in the Cash flow Statement

❑ Cash and cash equivalents as per the Cash Flow Statement should reconcile to the total of the following assets & liability 

on the Statement of Financial Position

▪ Cash

▪ Investments (short term)

▪ Bank overdraft if applicable
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To date – no entry for inventory in Funding Assessment Tool - A1 schedules did not give detail of inventory

GRAP 12 paragraph .07 water meets the definition of inventory – water needs to be budgeted and accounted 

for as such

To date the National Treasury has allowed municipalities to:

❑ Budget for bulk purchasing of water as a direct expenses in the Statement of Financial Performance

❑ Account for water under inventory 

In terms of GRAP 12

❑ Bulk purchasing of water will be processed as a cash transaction in the Statement of Financial 

Position – acquisition of inventory (Table A6)

❑ Cost of sales (water inventory consumed) – non-cash transaction in Statement of Financial 

Performance

The system input volume (acquisitions) of water stock should include the following:     

❑ Bulk purchases - Supply from bulk or other water service providers recognised by the amount paid 

as explained above

❑ Water purified - Potable supply from Water Treatment Works.  Value is to be determined by 

calculating primary and secondary cost components

❑ Natural sources - Supply from boreholes, springs, fountains if not supplied through the water 

treatment plant.  Value is to be determined by calculating primary and secondary cost components

Proposed Changes will be circulated for comments with 2020/21 A1 Schedule for implementation in 2021/22
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THANK YOU

For additional information on national and 
provincial budgets, please visit our new budget 
data portal: https://vulekamali.gov.za

For information on local government finances, 
please visit: https://municipalmoney.gov.za

https://vulekamali.gov.za/
https://municipalmoney.gov.za/

