REPORT TO THE EXECUTIVE MAYOR
OFFICE OF THE ACCOUNTING OFFICER

STATEMENT OF FINANCIAL PERFORMANCE AND THE IMPLEMENTATION OF THE
2008/2009 BUDGET FOR THE PERIOD ENDING 31 DECEMBER 2008

1. 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.

STATEMENT OF FINANCIAL PERFORMANCE

The Statement of Financial Performance presented below, compares the expenditure and

revenue on accrual basis against budget for the period ending 31 December 2008.

Table 1: Statement of Financial Performance for the period ending 31 December 2008

BUFFALC CITY MUNICIPALITY
STATEMENT OF FINANCIAL PERFORMANCE

200809 200809 200809 200809

ANNUAL ¥TD ¥TD ACCRUED WVARIANCE

BUDGET BUDGET INC | EXP

R R R %

OPERATING INCOME
Froperty Rates 359,453,670 219,730,853 220,170,315 0.z20
Service Charges 1 1,052,913 454 530,232,072 527,641,368 {0493
Fental of Facilities and Equipment Q604 292 4 802146 3,424 213 (28 69
Interest Earned - External Investments 18,318,834 9,159,417 36,510,529 29861
Interest Earned - Outstanding Debtors 33,878,213 16,939157 17,790,322 502
Dividends Received 49 86T 24 434 33,328 3367
Fines 8,021,879 4,010,940 3,626,214 (9.59)
Licences and Permits 11,585 596 5,792 748 5,947 820 268
CGiovernment Grants and Subsidies 2 248,165,556 207 437 266 194, 392 620 (G290
other Incame 3 128,016,564 E4,008,282 58,033, 7EG (9.3
Qperating Praject Grants 204,284 640 102,142,320 51,311,629 (49.76)
Total Operating Revenue 2, 174,292,665 1.164.,280,284 1.118.882,125 {3.90)
COPERATING EXPENDITURE
Employvee Related Costs 4 E¥9,114,422 339,857,211 324,710,433 .37
Bad Debts 42 283,339 21,141 670 21,141,670 o.oo
Callection Costs 10,164,294 5082147 5,019 465 18.44
Ciepreciation 186,058,475 03,029,238 93,029,238 o.oo
Fepairs and Maintenance ] 140,334,210 FOET 105 45, 392 F33 (33.88)
Bulk Purchases 5] 453,883,573 238,722,778 247,729,889 3TT
Contracted Services 5,845 154 3,423,077 1,724 402 (49 620
Grants and Subsidies Paid 4 857 G52 2,428 826 BE7, 000 (r2.a4)
Seneral Expenses - Other T 420,671,829 210,335,915 182,328,285 (13.32)
Cperating Projects =] 204,284 640 102,142,320 51,311,629 (49 7E)
Total Operating Expenditure 2,153,498,588 1,086,030,286 975,054,643 {10.22)
Transfer tofrom Leave Reserves {20,361, 751) {10,180,876) {3,148,847)
OPERATING SURPLUSADEFICIT) 432,326 68,069,122 140,678,635




The method of estimating the Year-to-Date (YTD) Budgets is:

¢ Grants, rates and service charges — historical income trends

¢ Other Income - six months of the Annual Budget

e Electricity and Water bulk purchase — seasonal trends

e Expenditure (excluding Electricity and Water Bulk purchases) — six months of the Annual Budget.

The Year-to-Date (YTD) percentage Variance is calculated by comparing the Year-to-Date
(YTD) Accrual Income/Expenditure with the Year-to-Date (YTD) Budget.

The debtor’s collection ratio for the six months ending 31 December 2008 is 91.48%.

Comments on Revenue and Expenditure with reference to “Table 1”

Note 1: Service Charges

2008/2009 2008/2009 2008/2009 2008/2009 YTD
Service Charges Annual YTD YTD Variance Variance
Budget Budget Expenditure %
R R R R

Electricity Service 604,173,373 302,939,147 | 302,618,763 320,384 (0.11)
Water Service 196,809,224 94,219,102 88,992,968 5,226,134 (5.55)
Refuse Service 119,414,425 58,136,172 63,040,365 | (4,904,193) 8.44
Sewerage Service 132,516,432 74,937,651 72,989,272 1,948,379 (2.60)
TOTAL 1,052,913,454 530,232,072 | 527,641,368 2,590,704 (0.49)

The total service charges billing income indicates a negative variance of 0.49% (R2.59 million) for
the period ending 31 December 2008. The annual budget will be revised through the 2" adjustment
budget to adjust Revenue and Expenditure estimates downwards as there is a material under
collection on Water Services Revenue during the first 6 months of the current financial year.

Note 2: Government Grant income

The Grant Income received as at 31 December 2008 includes the equitable share grant allocation
of R 180.98 million.

Note 3: Other income

Other income which is made up of numerous miscellaneous items reflects a cash inflow of R58.03
million as against an estimated budget of R64.01 million.

Note 4: Employee Related Costs

2008/2009 2008/2009 2008/2009 2008/2009 YTD
Employee Related Costs Annual YTD YTD Variance Variance
Budget Budget Expenditure %
R R R R
Officials Remuneration 659,247,385 | 329,623,693 | 314,603,259 15,020,433 (4.56)
Councilors Remuneration 19,867,037 9,933,519 10,107,174 (173,655) 1.75
TOTAL 679,114,422 | 339,557,211 | 324,710,433 14,846,778 (4.37)




The Basic Salaries and Wages were under spent by 4.37%. This is due to vacant funded posts that
are not yet filled by the various Directorates and is well within the norm. The savings will be utilised
to fund the Job evaluation/new tasks grading to be implemented in the third quarter of the current
financial year as well as the councillors remuneration.

Note 5: Repairs and maintenance

Repairs and maintenance expenditure efficiency ratio for the period ending 31 December 2008
is 66.12% (R46.39 million). The repairs and maintenance indicate a decrease in the expenditure
pattern when compared to the same period in the previous financial year (2007/2008: 71.54%).
It is anticipated that this will increase in third and fourth quarter of the current financial year.

Note 6: Bulk Purchases

2008/2009 2008/2009 2008/2009 2008/2009 YTD
Bulk Purchases Annual YTD YTD Variance Variance
Budget Budget Expenditure %
R R R R
Electricity Bulk Purchases 366,774,586 | 196,302,636 | 194,401,690 1,900,946 (0.97)
Water Bulk Purchases 92,108,987 42,420,142 53,328,198 (10,908,056) 25.71
TOTAL 458,883,573 | 238,722,778 | 247,729,889 (9,007,111) 3.77

The bulk purchases indicate an over expenditure of 3.77% (R9.01 million). The budget for the
Bulk Water Purchases will be revised in the 2™ adjustment budget to address the over
expenditure.

Note 7: General expenses

General expenditure efficiency ratio for the period ending 31 December 2008 is 86.68%
(R182.33 million). The general expenses indicate an increase in expenditure pattern when
compared to the same period in the previous financial year (2007/2008: 82.89%).

Note 8: Operating Projects

Operating Projects expenditure efficiency ratio for the period ending 31 December 2008 is
50.24% (R51.31 million). The current year’s expenditure has increased when compared to the
same period in the previous financial year (2007/2008: 28.31%). Comments on the under
expenditure will be disclosed in the detailed report to the Council.

CAPITAL EXPENDITURE

The total capital expenditure as at 31 December 2008 amounts to R98.07 million which is 11%
of the approved budget and the 1 adjustment budget for the 2008/09 financial year. The capital
expenditure indicates a decrease in expenditure pattern when compared to the same period in
the previous financial year (2007/2008: 15%). The expenditure is anticipated to increase in the
next half of the current financial year. (Refer to annexure 3)



Table 2: Capital Expenditure for the period ending 30 November 2008/09, 2007/08 and 2006/7

R'million R'million R'million % %
2008/09 902.09 862.09 98.07 11% 11%
2007/08 372.33 466.84 68.09 18% 15%
2006/07 475.96 384.63 86.66 18% 23%

Restructuring Grant Milestones

The restructuring grant projects are progressing well. The expenditure efficiency ratio for the period
ending 31 December 2008 is 27% (R1.3 million). This expenditure ratio is low due to the fact that
the directorates were engaged in the procurement phase of their projects in the first quarter of the
financial year. The expenditure ratio is expected to improve drastically in the second half of the
financial year. (Refer to annexure 4)

CONCLUSION

e The actual operating expenditure is well within the allocated budget for the period ending
31 December 2008.

Recommendation

It is recommended that -:

e The statement of financial performance and the implementation of the 2008/2009 budget for
the period ending 31 December 2008 be adopted in terms of the MFMA.

e The budget Water Services be revised accordingly in the 2" adjustment budget to address the
under collection of revenue and the over expenditure incurred.

V.R. LWANA E.L.L. MNQONYWA
ACTING ACCOUNTING OFFICER ACTING CHIEF FINANCIAL OFFICER
ANNEXURE:

1 Revenue Projections by Source

2 Year to date Summary Projection of Revenue and Expenditure by Function

3 Capital Expenditure

4 Schedule of Restructuring Grant funded Projects

5 Schedule of Borrowings



ANNEXURE 1

REVENUE PROJECTIONS BY SOURCE

Table 1: Revenue projections by source for the period ending 31 December 2008

YTD December 2008 YTD December 2008

Projected Revenue Accrued Revenue
Source R'million R'million
Assessment rates 220 220
Electricity 303 303
Sanitation 75 73
Water 94 89
Refuse removal 58 63
Grants & subsidies 207 194
Conditional Grants 102 51
Fines 4 4
Other 101 122
Total Revenue 1,164 1,119

Table 1 above depicts the Accrued Revenue collected as compared to the Projected Revenue
for the six months ending 31 December 2008.



ANNEXURE 2

YEAR TO DATE SUMMARY PROJECTIONS OF REVENUE AND EXPENDITURE BY
FUNCTION

Projections of Revenue and Expenditure per Function 31 December 2008

¥TD 'Dec - 08 Projected YTD'Dec - 08 Actuals Jan 08 - "June "09

Opex Capex Rev Opex Capex Rev Opex Capex Rew
Vote / Function R'000 R000 R000 R 000 R 000 R'000 R'000 R'000 R'000
Executive Mayor
Wiote : Executive & Council 158,231 2,793 15815 9595 15,231 2347
“ote : Finance & Admin - [T 1,355 125 ] 04 361 1,355 125 7
“Wote . Finance & Admin - Cther 23476 43,237 9,509 15,224 arh 3076 23476 43,237 G247
“ate : Planning & Development 4,012 1143 1,837 1,316 4012 961
TOTAL 47 077 43,362 14 663 33,479 arh 14 351 47 077 43,362 12,323
Municipal Manager
“ote : Finance & Admin - Internal Au 1,701 =6 1,057 1 569 1,701 47
“ote . Finance & Admin [ Cther ) 5,900 9,393 7 361 5900
Yote: Cther 25554 17 280
“Yote : Planning & Development
TOTAL 8,601 56 36,003 - 26,209 5 601 47
Chief Operations Officer
“ote . Finance & Admin [ Cther ) 2249 133 1,730 92 2249 133 1,730
“ate : Planning & Development 7 445 7 445 T 445 7 445
Wote : Housing 43,5803 13,930 40,029 737 43 803 13,950 40,029
TOTAL 53,495 14 055 49 224 529 53495 14 055 45 224
Financial Services
YWote . Finance & Admin [ finance ) 113,090 3376 340 611 9,263 2 568 316,292 113,090 3,376 286,209
TOTAL 115,090 3376 340 611 59,253 2 BES 316292 115,090 3,376 286,209
Corporate Services
Wate: Executive & Council
Yote : Finance & Admin [ HR ) g 522 143 17,072 12 155585 g 522 143 2273
“Wote . Finance & &dmin (1T ) 10,223 2,030 2,703 6,071 7 595 10223 2,030 225
“ote : Finance & Admin [ Cther ) 16,032 1,785 272 9,165 5495 5315 16,032 1,785
TOTAL 34,877 3,955 24975 32,31 605 31 602 34 8677 3,958 250
Engineering Services
Yote : Finance & Admin [ Cther ) 13,085 40,000 1,571 11,025 9 BG5S 21 006 13055 40,000 1,319
Wote | Waste Water Manaoement 67,220 50,053 99,752 51,424 17,002 92 616 57 220 50,0573 3,574
Wote . Road Transpart 26,113 76,552 4755 57,910 20255 224979 56113 76 552 3,995
Wote  Water 107,902 34,525 131,774 113501 20312 125 206 111 902 34 525 110,772
“ote : Electricity 260,550 54 G465 35,707 257 BE6 5,255 286 414 232 B36 54 G465 265,229
Yate: Cther (Wehicles)
TOTAL 204 873 263,509 253,592 a3 546 72497 261 221 450 9329 263,609 463,193
Planning & Development
YWote : Finance & Admin [ Cther ) 9,720 1,813 414 g 281 1,081 g7 a720 1,813 345
Yote : Planning & Development 40,609 46 544 15,015 28725 10452 7 40 609 45 G4 12629
Yote : Housing 338 321 355 300 335 270
“Wote . Cther ( Bus & BCMET ) 5,905 250 9 036 11,099 32 7 445 G905 950 7 540
TOTAL 29,572 49 607 24 539 49 463 11 596 24 211 59572 49 607 20,555
Public Health and Public Safety
Yote : Finance & Admin [ Cther ) 1,782 1519 37 1,733 1,752
Yote : Health 25139 1569 19,992 27,730 244 9729 25139 1,564 16,795
Wote . Public Safety a6 555 14,240 41,796 47 G765 133 35,265 36 555 14,240 35,119
Wote : Cther [ Dog Tax ) 360 5252 270 540 360 463
TOTAL 53,869 15,809 52,339 77,396 714 47 267 5.3 569 15 809 52,3581
Community Services
Yote : Finance & Admin [ Cther ) 25839 705 1,754 37 29 25839 293
YWote | Community Services 28,690 §,333 5,797 26 636 1957 9912 29 690 G333 3,713
Wote : Sports & Recreation 20,5870 4 543 1,630 19,407 1,591 1,281 20570 4 643 1,371
Yote . Environmental Protection 30,707 5,070 1,749 28 625 G863 2512 30,707 5,070 1,470
Wote  Waste Management 59,774 36,994 95,933 76123 4095 53,794 59774 36,994 53,163
TOTAL 173,881 525,040 109,515 153574 8575 97 528 173 5881 525,040 92 311
Total by Function 1,081,337 451 044 | 1,158,113 975 055 95067 | 1,01585882 | 1,057 423 451 044 951,079

Note: The table above indicates the comparative of the projected and actual expenditure incurred and
revenue earned for the period ending 31 December 2008.



CAPITAL EXPENDITURE

ANNEXURE 3

The total capital expenditure as at 31 December 2008 amounts to R98.07 million which is 11% of
the approved budget and the 1" adjustment budget for the 2008/09 financial year. The capital
expenditure indicates a decrease in expenditure pattern when compared to the same period in the

previous financial year (2007/2008: 15%).

The year to date expenditure per funding source is reflected in table 1 below.

Table 1: Capital Expenditure per Funding Source

Adjusted YTD Exp/ | YTD Exp/

Funding Approved Budget Expend. Approved | Adjusted
2008/2009 2008/2009 2008/2009 Budget Budget
R R R % %

Contribution to Accumulated Surpluses 650,000 2,150,000 432,146 66% 20%
Capital Replacement Reserve 128,633,052 | 139,051,726 | 21,988,046 17% 16%
DBSA (Loan) 250,000,000 | 250,000,000 6,691,134 3% 3%
External Financing Fund / DBSA 65,902,688 | 66,122,688 | 12,039,273 18% 18%
Total Own Funding 445,185,740 | 457,324,414 | 41,150,599 9% 9%
Buffalo City Metropolitan Transport 14,659,997 | 14,650,240 989,785 7% 7%
Department of Sports Recreation Arts & Culture 50,000,000 | 50,000,000 0 0% 0%
Department of Land Affairs 2,953,025 2,894,882 766,084 26% 26%
Department of Local Government & Housing 27,968,398 | 26,505,359 531,858 2% 2%
Department of Water Affairs & Forestry 281,394 260,094 0 0% 0%
Development Bank of South Africa Grant 51,078 51,078 0 0% 0%
Department of Science & Technology 4,266,008 4,266,008 387,073 9% 9%
Disaster Management Fund 368,170 340,914 19,868 5% 6%
Eastern Cape Development Corporation 344,272 344,272 0 0% 0%
European Commission 53,261,212 | 54,054,377 4,078,568 8% 8%
Integrated National Electricity Provider 35,453,971 | 34,345,725 3,073,086 9% 9%
Leiden Platform 18,822 1,500,000 1,170,177 6217% 78%
MSIG 100,161 12,774 0 0% 0%
Municipal Infrastructure Grant 202,150,279 | 187,877,480 | 44,624,645 22% 24%
Neighbourhood Development Partnership Grant 41,100,000 9,300,000 0 0% 0%
Other (Lotto) 432,549 432,549 87,994 20% 20%
PUBLIC 8,000,000 8,000,000 0 0% 0%
Public Transport Infrastructure & Systems Grant 8,592,000 8,592,000 1,175,946 14% 14%
Restructuring Grant 6,728,170 1,166,726 11,933 0% 1%
Swedish International Development Agency 173,701 173,701 0 0% 0%
Total Grant Funding 456,903,207 | 404,768,179 | 56,917,018 12% 14%
Total Capital Budget - All Funding Sources 902,088,947 | 862,092,593 | 98,067,617 11% 11%




The actual capital expenditure for the month of December 2008 has increased when compared to the
same periods in 2007/2008 and 2006/2007.

BCM Actual Capex for period ending July

2006 to July 2009
120
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Table 2 identifies the actual Capital Expenditure per Directorate against budget.
Table 2: Actual Expenditure per Directorate against Budget
Adjusted YTD Exp/ | YTD Exp/
T e Approved Budget Expend. Approved | Adjusted
2008/2009 2008/2009 2008/2009 Budget Budget
R R R % %
Directorate Executive Support Services 86,907,279 | 86,921,279 576,047 1% 1%
Directorate Chief Operations Officer 28,336,398 | 28,257,554 829,387 3% 3%
Directorate of Finance 5,721,655 | 12,763,921 2,669,419 47% 21%
Directorate of Corporate Services 8,022,961 7,366,733 607,536 8% 8%
Directorate of Engineering Services 531,766,842 | 490,177,768 | 72,497,483 14% 15%
Directorate of Development Planning 99,251,083 | 89,632,882 | 11,595,734 12% 13%
Directorate of Health & Public Safety 31,853,274 | 33,764,554 713,798 2% 2%
Directorate of Community Services 110,229,455 | 113,207,902 8,578,213 8% 8%
Total Capital Budget - All Directorates 902,088,947 | 862,092,593 | 98,067,617 11% 11%




Table 3 below gives a breakdown of the spending per Service.

Table 3: Spending per Service

Adjusted YTD Exp/ YTD Exp/

Service Approved Budget Expend. Approved Adjusted

2008/2009 2008/2009 2008/2009 Budget Budget

R R R % %

Water 68,555,136 | 65,403,529 | 20,311,604 30% 31%
Waste Water 120,105,414 | 114,441,651 17,002,091 14% 15%
Electricity 109,292,609 | 101,384,569 5,276,024 5% 5%
Roads and Stormwater 153,164,683 | 141,854,019 | 20,257,760 13% 14%
Housing 27,968,398 | 26,739,554 737,292 3% 3%
Transport Planning 85,342,000 | 62,936,479 | 10,427,789 12% 17%
Cleansing 73,987,213 | 73,174,658 4,099,183 6% 6%
Amenities 25,951,645 | 30,642,676 3,578,629 14% 12%
Environmental Services 5,874,589 4,962,060 475,941 8% 10%
Health Services 3,138,371 3,288,371 543,966 17% 17%
Public Safety 28,479,903 | 30,241,183 133,302 0% 0%
Support Services 102,855,807 | 106,463,910 4,006,879 4% 4%
Other 97,373,179 | 100,559,934 | 11,217,156 12% 11%
Total Capital Budget - All Services 902,088,947 | 862,092,593 | 98,067,617 11% 11%




ANNEXURE 4

Schedule of Restructuring Grant funded Projects

Adj. Annual | YTD Adj. YTD Exp.YTD
DIR | VOTEPRO..No. PROJECT TITLE Budget 08/09 | Budget 08/09 | YTD Exp 08/09( Adj.Budget

ESS  |1050051770105 {2010 Waorld Cup: Est. Ancillary Costs 84,1848 42 053 - 0%
ESS 1050051770105 | 2010 Operational Requirements 1,300,000 650 000 517 345 80%
ESS (1050201770105 [Ward Development Projects 26370 13,185 - 0%
ESS 1060301770105 |Special Programmes Focal Areas 139,120 B9 5RO 12 090 17%
ESS 110051770105 |CDS Implernentation 808,049 404 025 - 0%
ESS 1200101770105 |Computer Software 51939 25970 30702 118%
WM (2150051770105 |Institutional Performance Audit 12,572 6 286 - 0%
DOF 3150051770105 | Credit Rating of BCM 109 460 54740 0%
DOF 3150051770105 |Audit Amount for National Treasury 431 507 215 754 0%
DOF  |13150051770105 |Predictive Planning 12,113 6,057 - 0%
DOF 3200051770105 |GRAP Implementation 293 548 146 924 293 548 200%
DOF 3200051770105 |Fixed Asset Management Systerm 181,847 90 924 179,189 197 %
DOF | 3200101770105 |Supply Chain Managerment 20,287 12 B4 ] 0%
DOF 3300051770105 |General Valuations C/0 226 30k 113,153 700 1%
DOF (3300201770105 |Customer Incentive Scheme B55 100 327 A0 - 0%
DCS 4150251770105 |BCM : 1T Strategy 24 051 12026 - 0%
DCS 4200201770105 |Councillor Training B4 247 32124 b5 621 173%
DCS  |4200201770105 |Employee Wellness - HIWAAIDS 1526 763 - 0%
DES  |5200051770105 |BCM Water Service Authority Investigation 1.921,355 960 578 101,721 1%
DES  |5260251770105 |Sudacing of Roads 1,170,829 585 415 47 180 8%
DOP  |B150951770105 |Fainting of City Hall & Gonubie House 13,313 B 557 - 0%
DOP  |B160951770105 |Renavations City Hall 111 657 65 829 12123 22%
DOP  [B350051770105 |Assessment of the Tourism Function in BCM 7,168 3 594 - 0%
DOP  |B350051770105 |Formalization and empowerment of Comm. Taurism Organisatio B 924 3 462 0%
DOP  |B350051770105 |SMME DATA BASE AMD PROFILE -C/0 341 1711 0%
DOP 6350051770105 |Eroad Based Black Economic Empowerment (BBBEE) Monitor 2240 1,125 0%
DOP 6350051770105 |Integrated Agriculture and Rural Develapment Strat - C/0 130 412 k5 206 - 0%
DOP (6350051770105 (Dimbaza Wall of Fame /o 127 G058 k3803 1633 3%
DOP  |E350051770105 |Trade and Investrment Promotion 11,404 5702 - 0%
DOP 6350051770105 |Ward Based Agriculture 100,000 a0000 0%
DOP  |B350051770105 | Econornic Deweloprment Strateqy 65,167 32 584 - 0%
DOP  |B350051770105 | Section 78(1) Assessmment 200,000.00 100,000 0 0%
DOP  |B0A0051770105 |Civic Centra - Praliminary Cost 8 726.00 4 863 0%
DCOM 7500101770104 |20 Refuse Skins 8624.00 4312 0%
DCOM 7500101770105 |Section 78 Studies for the Zoo, Aquanum 179,293.00 89 549 0%
DCOM | 7500101770105 |NE Expressway - Cut Grass/Enviran. Maint, 4 52600 2313 - 0%
DCOM |7E50101770105 |Wiability Study on Market of Sports - C/0 79 463.00 39732 40,000.00 101%
DCOM [7850251770105 |Mastemlan EL Zoological Gardens - C/O 60,731.00 30 366 - 0%
DOF 3150056535001 |Computer Requirements 6,131 3,066 0%
DOF  [3300056535002 |General Valuations 461,334 230 BB7 0%
DOF 3300056535003 |General Valuations 689 472 294 73k 0%
DCS 4060106539004 |Document Management 26291 13,146 0%
DCS 4160256539006 |BCM IT Equipment 8,419 4210 0%
DCS 4200056539007 |Employee Wellness Programme 20283 13,142 11933 91%
DES  |5200256539009 |Amahleke Water Supply - Upgrading 48,796 24 398 0%

952524600 ) 491412300 | 1.304,085842 27%
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SCHEDULE OF BORROWINGS AS AT 31 DECEMBER 2008

ANNEXURE 5

Redeemetd
EXTERNAL LOANS Received or written off
Balance at  duringthe  duringthe  Balance at
Local Registered Stock 11272008 year year 272008
Issued Int Rate  Loan Ho. Ref lo. Redeemable Source R R R R
030241330 16.50% 72 SCTH2ELLMOM-5 | 300652010 CMB & LD MUTUAL 5,000,000 3,000,000
194241930 17.05% 73 AC 27451 ELLT0M-5 | 314 202011 OLD MUTUAL 10,000,000 10,000,000
141064930 17.90% 580 AASEM 2145580 | 30062010 WVULCAN COMMODITIES 160,000 160,000
18,160,000 18,160,000
Redeemetd
EXTERNAL LOAHNS Received or written off
Balance at  duringthe  duringthe  Balance at
Annuity Loans 11272008 year year 272008
Received Int Rate  Loan Ho. Ref lo. Redeemable Source R R R R
Brought forward 18,160,000 18,160,000
Annuity Loans
090242006 1395%  INCA BFF-00-0001 122020 A, 114,311,179 1723036 112,385 143
0162001 1083% | 13717 13717 3062021 DBSA 24 736 542 2103263 92531 579
01062002 11.40% 100124 100124 30062023 DBSA 137 857 803 1,779,708 | 136,078 094
09062004 10415% 100783 100783 30/09:2009 DBSA §,000,000 §,000,000
29/06/2004 1256% 101053 101058 IN22023 DBSA 53517 168 574883 | 52942285
01121979 9.90%  CJFF 32 GHET09M-5 30/6/2009 A, 17 004 2305 2,699
3032007 9.80% 102531 1-5 WARIOUS DBSA 140,213,808 9,802 a1 2,013,736 | 155,002 433
* DES4 Facility available R 250,000,000
Sub Total Annuity Loans 516,653,804 9,802.421.37 11,204,933 515,251,292
Sub Total Annuity & Stock Loans 534,813,804 9,802,411 11,204,933 533,411,292
Financial Leases
W arous Warious Warious 2,614,286 2,614,286
Sub Tatal Annuity, Stock Loans & Financial Leazes 537,428,080 9,802,421.37 11,204,933 536,025,578

[GRAND TOTALS

537,428,080 9,802,411

11,204,933 | 536,025,578 |
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REPORT TO THE EXECUTIVE MAYOR


OFFICE OF THE ACCOUNTING OFFICER


STATEMENT OF FINANCIAL PERFORMANCE AND THE IMPLEMENTATION OF THE 2008/2009 BUDGET FOR THE PERIOD ENDING 31 DECEMBER 2008 


1.     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. 


2.     STATEMENT OF FINANCIAL PERFORMANCE

The Statement of Financial Performance presented below, compares the expenditure and revenue on accrual basis against budget for the period ending 31 December 2008.


Table 1: Statement of Financial Performance for the period ending 31 December 2008

[image: image1.png]OPERATING INCOME

Property Rates
Senice Charges

Rental of Faciliies and Equipment
Interest Eamed - External Investments
Interest Eamed - Outstanding Debtors
Dividends Recefved

Fines

Licences and Permits

Gavernment Grants and Subsidies
Other Income

Operating Project Grants

Total Operating Revenue

OPERATING EXPENDITURE

Employes Related Costs
Bad Detts

Collection Casts
Depreciation

Repairs and Maintenance
Bulk Purchases
Contracted Senvices
Grants and Subsidies Paid
General Expenses - Offier
Operating Projects

Total Operating Expenditure:

Transfer tofrom Leave Reserves

OPERATING SURPLUS/(DEFICIT)

BUFFALO CITY MUNICIPALITY
STATEMENT OF FINANCIAL PERFORMANCE
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The method of estimating the Year-to-Date (YTD) Budgets is:


· Grants, rates and service charges – historical income trends


· Other Income – six months of the Annual Budget


· Electricity and Water bulk purchase – seasonal trends


· Expenditure (excluding Electricity and Water Bulk purchases) – six months of the Annual Budget.


The Year-to-Date (YTD) percentage Variance is calculated by comparing the Year-to-Date 








(YTD) Accrual Income/Expenditure with the Year-to-Date (YTD) Budget.


The debtor’s collection ratio for the six months ending 31 December 2008 is 91.48%.

Comments on Revenue and Expenditure with reference to “Table 1” 


Note 1: Service Charges

		 

		2008/2009

		2008/2009

		2008/2009

		2008/2009

		YTD



		Service Charges

		Annual

		YTD

		YTD

		Variance

		Variance



		 

		Budget

		Budget

		Expenditure

		 

		%



		 

		R

		R

		R

		R

		



		 

		 

		 

		 

		 

		 



		Electricity Service

		604,173,373 

		302,939,147 

		302,618,763 

		320,384 

		(0.11)



		Water Service

		196,809,224 

		94,219,102 

		88,992,968 

		5,226,134 

		(5.55)



		Refuse Service

		119,414,425 

		58,136,172 

		63,040,365 

		(4,904,193)

		8.44 



		Sewerage Service

		132,516,432 

		74,937,651 

		72,989,272 

		1,948,379 

		(2.60)



		 

		 

		 

		 

		 

		 



		TOTAL

		1,052,913,454 

		530,232,072 

		527,641,368 

		2,590,704 

		(0.49)





The total service charges billing income indicates a negative variance of 0.49% (R2.59 million) for the period ending 31 December 2008. The annual budget will be revised through the 2nd adjustment budget to adjust Revenue and Expenditure estimates downwards as there is a material under collection on Water Services Revenue during the first 6 months of the current financial year.

Note 2: Government Grant income


The Grant Income received as at 31 December 2008 includes the equitable share grant allocation 

of R 180.98 million. 


Note 3: Other income


Other income which is made up of numerous miscellaneous items reflects a cash inflow of R58.03 million as against an estimated budget of R64.01 million. 

Note 4: Employee Related Costs

		 

		2008/2009

		2008/2009

		2008/2009

		2008/2009

		YTD



		Employee Related Costs

		Annual

		YTD

		YTD

		Variance

		Variance



		 

		Budget

		Budget

		Expenditure

		 

		%



		 

		R

		R

		R

		R

		



		 

		 

		 

		 

		 

		 



		Officials Remuneration

		659,247,385 

		329,623,693 

		314,603,259 

		15,020,433 

		(4.56)



		Councilors Remuneration

		19,867,037 

		9,933,519 

		10,107,174 

		(173,655)

		1.75 



		 

		 

		 

		 

		 

		 



		TOTAL

		679,114,422 

		339,557,211 

		324,710,433 

		14,846,778 

		(4.37)






The Basic Salaries and Wages were under spent by 4.37%. This is due to vacant funded posts that are not yet filled by the various Directorates and is well within the norm. The savings will be utilised to fund the Job evaluation/new tasks grading to be implemented in the third quarter of the current financial year as well as the councillors remuneration.

Note 5: Repairs and maintenance

Repairs and maintenance expenditure efficiency ratio for the period ending 31 December 2008 is 66.12% (R46.39 million). The repairs and maintenance indicate a decrease in the expenditure pattern when compared to the same period in the previous financial year (2007/2008: 71.54%).


It is anticipated that this will increase in third and fourth quarter of the current financial year.


Note 6: Bulk Purchases

		 

		2008/2009

		2008/2009

		2008/2009

		2008/2009

		YTD



		Bulk Purchases

		Annual

		YTD

		YTD

		Variance

		Variance



		 

		Budget

		Budget

		Expenditure

		 

		%



		 

		R

		R

		R

		R

		



		 

		 

		 

		 

		 

		 



		Electricity Bulk Purchases

		366,774,586 

		196,302,636 

		194,401,690 

		1,900,946 

		(0.97)



		Water Bulk Purchases

		92,108,987 

		42,420,142 

		53,328,198 

		(10,908,056)

		25.71 



		 

		 

		 

		 

		 

		 



		TOTAL

		458,883,573 

		238,722,778 

		247,729,889 

		(9,007,111)

		3.77 





The bulk purchases indicate an over expenditure of 3.77% (R9.01 million). The budget for the Bulk Water Purchases will be revised in the 2nd adjustment budget to address the over expenditure.

Note 7: General expenses


General expenditure efficiency ratio for the period ending 31 December 2008 is 86.68% (R182.33 million). The general expenses indicate an increase in expenditure pattern when compared to the same period in the previous financial year (2007/2008: 82.89%).


Note 8: Operating Projects

Operating Projects expenditure efficiency ratio for the period ending 31 December 2008 is 50.24% (R51.31 million). The current year’s expenditure has increased when compared to the same period in the previous financial year (2007/2008: 28.31%). Comments on the under expenditure will be disclosed in the detailed report to the Council.

3. 

CAPITAL EXPENDITURE


The total capital expenditure as at 31 December 2008 amounts to R98.07 million which is 11% of the approved budget and the 1st adjustment budget for the 2008/09 financial year. The capital expenditure indicates a decrease in expenditure pattern when compared to the same period in the previous financial year (2007/2008: 15%). The expenditure is anticipated to increase in the next half of the current financial year. (Refer to annexure 3)

Table 2: Capital Expenditure for the period ending 30 November 2008/09, 2007/08 and 2006/7

		Financial Year

		Approved Budget

		Adjusted Budget

		YTD Actual Exp 

		YTD Exp/Approved Budget

		YTD Exp/Adjusted Budget



		

		R'million

		R'million

		R'million

		%

		%



		

		

		

		

		

		



		2008/09

		902.09

		862.09

		98.07

		11%

		11%



		2007/08

		372.33

		466.84

		68.09

		18%

		15%



		2006/07

		475.96

		384.63

		86.66

		18%

		23%





4.

Restructuring Grant Milestones

The restructuring grant projects are progressing well. The expenditure efficiency ratio for the period ending 31 December 2008 is 27% (R1.3 million). This expenditure ratio is low due to the fact that the directorates were engaged in the procurement phase of their projects in the first quarter of the financial year. The expenditure ratio is expected to improve drastically in the second half of the financial year. (Refer to annexure 4)

CONCLUSION

· The actual operating expenditure is well within the allocated budget for the period ending            31 December 2008.


Recommendation


It is recommended that -:


· The statement of financial performance and the implementation of the 2008/2009 budget for the period ending 31 December 2008 be adopted in terms of the MFMA.


· The budget Water Services be revised accordingly in the 2nd adjustment budget to address the under collection of revenue and the over expenditure incurred.

V.R. LWANA

























E.L.L. MNQONYWA
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ANNEXURE 1

REVENUE PROJECTIONS BY SOURCE

Table 1: Revenue projections by source for the period ending 31 December 2008

		 

		YTD December 2008

		YTD December 2008



		 

		Projected Revenue

		Accrued Revenue



		Source

		R'million

		R'million



		Assessment rates

		                         220 

		                         220 



		Electricity

		                      303 

		                         303 



		Sanitation

		                        75 

		                           73 



		Water

		                        94 

		                           89 



		Refuse removal

		                        58 

		                           63 



		Grants & subsidies

		                      207 

		                         194 



		Conditional Grants

		                      102 

		                           51 



		Fines

		                          4 

		                             4 



		Other

		                         101 

		                         122 



		Total Revenue

		                       1,164 

		                       1,119 





Table 1 above depicts the Accrued Revenue collected as compared to the Projected Revenue 

for the six months ending 31 December 2008. 

ANNEXURE 2

YEAR TO DATE SUMMARY PROJECTIONS OF REVENUE AND EXPENDITURE BY 

FUNCTION

   Projections of Revenue and Expenditure per Function 31 December 2008
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Note: The table above indicates the comparative of the projected and actual expenditure incurred    and revenue earned for the period ending 31 December 2008.

ANNEXURE 3

CAPITAL EXPENDITURE


The total capital expenditure as at 31 December 2008 amounts to R98.07 million which is 11% of the approved budget and the 1st adjustment budget for the 2008/09 financial year. The capital expenditure indicates a decrease in expenditure pattern when compared to the same period in the previous financial year (2007/2008: 15%). 


The year to date expenditure per funding source is reflected in table 1 below.


Table 1: Capital Expenditure per Funding Source 

		Funding

		Approved  2008/2009        R

		Adjusted Budget  2008/2009        R

		Expend.  2008/2009        R

		YTD Exp/ Approved Budget 


%

		YTD Exp/ Adjusted Budget


%



		Contribution to Accumulated Surpluses

		650,000

		2,150,000

		432,146

		66%

		20%



		Capital Replacement Reserve

		128,633,052

		139,051,726

		21,988,046

		17%

		16%



		DBSA (Loan)

		250,000,000

		250,000,000

		6,691,134

		3%

		3%



		External Financing Fund / DBSA

		65,902,688

		66,122,688

		12,039,273

		18%

		18%



		Total Own Funding

		445,185,740

		457,324,414

		41,150,599

		9%

		9%



		Buffalo City Metropolitan Transport

		14,659,997

		14,650,240

		989,785

		7%

		7%



		Department of Sports Recreation  Arts & Culture

		50,000,000

		50,000,000

		0

		0%

		0%



		Department of Land Affairs

		2,953,025

		2,894,882

		766,084

		26%

		26%



		Department of Local Government & Housing 

		27,968,398

		26,505,359

		531,858

		2%

		2%



		Department of Water Affairs & Forestry 

		281,394

		260,094

		0

		0%

		0%



		Development Bank of South Africa Grant

		51,078

		51,078

		0

		0%

		0%



		Department of Science & Technology 

		4,266,008

		4,266,008

		387,073

		9%

		9%



		Disaster Management Fund 

		368,170

		340,914

		19,868

		5%

		6%



		Eastern Cape Development Corporation 

		344,272

		344,272

		0

		0%

		0%



		European Commission

		53,261,212

		54,054,377

		4,078,568

		8%

		8%



		Integrated National Electricity Provider

		35,453,971

		34,345,725

		3,073,086

		9%

		9%



		Leiden Platform

		18,822

		1,500,000

		1,170,177

		 6217%

		78%



		MSIG

		100,161

		12,774

		0

		0%

		0%



		Municipal Infrastructure Grant

		202,150,279

		187,877,480

		44,624,645

		22%

		24%



		Neighbourhood Development Partnership Grant

		41,100,000

		9,300,000

		0

		0%

		0%



		Other (Lotto) 

		432,549

		432,549

		87,994

		20%

		20%



		PUBLIC

		8,000,000

		8,000,000

		0

		0%

		0%



		Public Transport Infrastructure & Systems Grant

		8,592,000

		8,592,000

		1,175,946

		14%

		14%



		Restructuring Grant 

		6,728,170

		1,166,726

		11,933

		0%

		1%



		Swedish International Development Agency 

		173,701

		173,701

		0

		0%

		0%



		Total Grant Funding

		456,903,207

		404,768,179

		56,917,018

		12%

		14%



		 

		 

		 

		 

		 

		 



		Total Capital Budget - All Funding Sources

		902,088,947

		862,092,593

		98,067,617

		11%

		11%





The actual capital expenditure for the month of December 2008 has increased when compared to the same periods in 2007/2008 and 2006/2007.
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Table 2 identifies the actual Capital Expenditure per Directorate against budget.

Table 2: Actual Expenditure per Directorate against Budget

		Directorate

		Approved  2008/2009        R

		Adjusted Budget  2008/2009        R

		Expend.  2008/2009        R

		YTD Exp/ Approved Budget 


%

		YTD Exp/ Adjusted Budget


%



		Directorate Executive Support Services

		86,907,279

		86,921,279

		576,047

		1%

		1%



		Directorate Chief Operations Officer

		28,336,398

		28,257,554

		829,387

		3%

		3%



		Directorate of Finance

		5,721,655

		12,763,921

		2,669,419

		47%

		21%



		Directorate of Corporate Services

		8,022,961

		7,366,733

		607,536

		8%

		8%



		Directorate of Engineering Services

		531,766,842

		490,177,768

		72,497,483

		14%

		15%



		Directorate of Development Planning

		99,251,083

		89,632,882

		11,595,734

		12%

		13%



		Directorate of Health & Public Safety

		31,853,274

		33,764,554

		713,798

		2%

		2%



		Directorate of Community Services

		110,229,455

		113,207,902

		8,578,213

		8%

		8%



		Total Capital Budget - All Directorates

		902,088,947

		862,092,593

		98,067,617

		11%

		11%





Table 3 below gives a breakdown of the spending per Service.


Table 3: Spending per Service

		Service

		Approved  2008/2009        R

		Adjusted Budget  2008/2009        R

		Expend.  2008/2009        R

		YTD Exp/ Approved Budget 


%

		YTD Exp/ Adjusted Budget


%



		Water

		68,555,136

		65,403,529

		20,311,604

		30%

		31%



		Waste Water

		120,105,414

		114,441,651

		17,002,091

		14%

		15%



		Electricity

		109,292,609

		101,384,569

		5,276,024

		5%

		5%



		Roads and Stormwater

		153,164,683

		141,854,019

		20,257,760

		13%

		14%



		Housing

		27,968,398

		26,739,554

		737,292

		3%

		3%



		Transport Planning

		85,342,000

		62,936,479

		10,427,789

		12%

		17%



		Cleansing

		73,987,213

		73,174,658

		4,099,183

		6%

		6%



		Amenities

		25,951,645

		30,642,676

		3,578,629

		14%

		12%



		Environmental Services

		5,874,589

		4,962,060

		475,941

		8%

		10%



		Health Services

		3,138,371

		3,288,371

		543,966

		17%

		17%



		Public Safety

		28,479,903

		30,241,183

		133,302

		0%

		0%



		Support Services

		102,855,807

		106,463,910

		4,006,879

		4%

		4%



		Other

		97,373,179

		100,559,934

		11,217,156

		12%

		11%



		Total Capital Budget - All Services

		902,088,947

		862,092,593

		98,067,617

		11%

		11%
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Schedule of Restructuring Grant funded Projects

‘Adj. Annual | YTD Adj. YTD Exp.¥TD
DR_| VOTEPROJNo. PROJECT TITLE Budget 08/09 | Budget 08/09 | YTD Exp 08/09| Adj.Budget

ESS (1050051770105 [2010 World Cup: Est. Ancillary Costs 64,185 2093 - 0%
ESS  [1050051770105 2010 Operational Requirements 1,300 000 650,000 517,349 0%
ESS [1050201770105 |Ward Development Projects 26,370 13,185 - 0%
ESS (1050301770105 |Special Programmes Focal Areas 139,120 69 560 12080 17%
ESS [1100151770105 |CDS Implementation 608,049 04025 - 0%
ESS [1200101770105 |Computer Software 51939 25970 30702 118%)
MM [2150051770105 [Institutional Performance Audit 12572 6286 - 0%
DOF (3150051770105 |Credit Rating of BCM 109,460 54730 - 0%
DOF (3150051770105 |Audit Amount for National Treasury 431507 215,754 - 0%
DOF (3150051770105 |Predictive Planning 12,113 6057 - 0%
DOF (3200051770105 |GRAP Implementation 293848 146,924 293848 200%
DOF (3200051770105 |Fixed Asset Management System 181847 0,924 173,168 197%)
DOF (3200101770105 |Supply Chain Managerent 25,287 12644 0 0%
DOF (3300051770105 |General Valuations C/O 226 306 113153 700 1%
DOF (3300201770105 |Customer Incentive Scheme 655,100 327 550 - 0%
DCS  [4150251770105 [BCM : IT Strategy 24051 12026 - 0%
DCS  [4200201770105 |Councillo Training 64,247 32,124 55521 173%)
DCS  [4200201770105 [Employee Wellness - HIV/AIDS 1526 763 - 0%
DES (5200051770105 [BCM Water Senvice Authority Investigation 1921355 960 578 101721 11%
DES  [5250251770105 |Surfacing of Roads 1170829 565415 47,180 6%
DDP (5150951770105 [Pairting of City Hall & Gonubie House 13313 6557 - 0%
DDP  [5150951770105 |Renovations City Hall 111657 55529 12,123 2%
DDP (5350051770105 |Assessment of the Tourism Function in BCM 7188 3594 - 0%
DDP (5350051770105 |Formalization and empowerment of Comm. Tourism Organisatio 6924 3462 - 0%
DDP (5350051770105 |SMME DATA BASE AND PROFILE -C/O 3421 171 - 0%
DDP (5350051770105 |Broad Based Black Ecanomic Empowerment (BBEEE) Monitor| 2250 1125 - 0%
DDP  [B350051770105 [Integrated Agriculture and Rural Development Strat - C/O 130412 65,206 - 0%
DDP (5350051770105 [Dirnbaza Wall of Fame c/o 127 605 63803 1633 3%
DDP (5350051770105 [Trade and Investrment Promation 11404 5702 - 0%
DDP (5350051770105 |Ward Based Agriculture 100,000 50000 - 0%
DDP (350051770105 | Econornic Development Strategy 65,167 32584 - 0%
DDP (350051770105 | Section 76(1) Assessment 200,000 00 100,000 i 0%
DDP (6050051770105 |Civic Centre - Preliminary Cost 972600 4853 - 0%
DCOM [7500101770105 |20 Refuse Skips 6624.00 4312 - 0%
DCOM [7500101770105 |Section 78 Studies for the Zoo, Aquarium 179,298.00 69549 - 0%
DCOM [7500101770105 |NE Expressway - Cut Grass/Emiron. Maint 452600 2313 - 0%
DCOM [7B50101770105 |Viability Study on Market of Sports - C/O 79.463.00 38732| 4000000 101%)
DCOM [7650251770105 |Masterplan EL Zoological Gardens - C/O 60.731.00 30388 - 0%
DOF  |3150056539001 |Computer Requirernents 6,131 3086 0%
DOF  |3300056539002 |General Valuations 461334 230667 0%
DOF  |3300056539003 |General Valuations 583472 294736 0%
DCS  |4050106539004 [Document Management 26291 13,146 0%
DCS (415025653900 [BCM IT Equipment 6.419) 4210 0%
DCS  [4200056539007 |Employee Wellness Programime 26283 13,142 11933 91%
DES  |5200256539009 |Amahleke Water Supply - Upgrading 18.79| 24,39 0%
5528246.00 | 4514,123,00 | 1504086 62 7%







ANNEXURE 5

SCHEDULE OF BORROWINGS AS AT 31 DECEMBER 2008
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