REPORT TO THE EXECUTIVE MAYOR: 15 JANUARY 2010
OFFICE OF THE ACTING ACCOUNTING OFFICER

STATEMENT OF FINANCIAL PERFORMANCE AND THE IMPLEMENTATION OF THE
2009/2010 BUDGET FOR THE PERIOD ENDING 31 DECEMBER 2009

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 2009.

Table 1: Statement of Financial Performance for the period ending 31 December 2009

EC125 Buffalo City - Table C4 Consolidated Monthly Budget Statement - Financial Performance (revenue and expenditure) - MO& December
200809 Budget Year 200910
Description Ref Audited Original Adjusted Honthly YearTD actual TearTD "I:T[l 'I:T[l Full Year
Dutcome Budget Budget actual budget variance ; variance Forecast

R thousands %

Revenue By Source
Property rates 363583 404056 404 056 3,148 259,729 245111 11,81% 5% 404 056
Property rates - penaties & collection charges -
Service charges - electiclty revenus 609,20 38590 FEEER2 FO062 424 951 411,134 13,767 LT FREER2
Service charges - water revenue 181,117 203335 203,835 17,859 104,022 101,367 bl o 203,535
Serwvice charges - sanitaion revenue 123,514 142661 142 661 10,921 23,332 #,10m 220 % 142 661
Service charges - refuse revenug 124 506 13803 138,03F 1,718 59,610 0083 47%) -1% TFE03F
Service charges - other -
Fental of facilies and equipment 12,750 10,469 10,4649 22 4,033 5,234 (1,201 -23% 10,469
Interest earned - external investments #5519 18,382 18,382 459 19,433 N T030% 0 112% 18,382
Interest earned - outstanding debitars 35,093 6805 6,905 &01 14,332 1£ 4583 @asy:  -22% 36,805
Diviclends received 165 54 &4 27 @7y -100% 54
Fines 7058 #744 # 744 e 4,374 4378 ] [ # 744
Licences and permits 12,250 12628 12,608 1,123 653 6314 19 [ 12628
Agency services -
Transfers recognised - operational #£,440 400,114 361,942 14,546 50,808 1800871 | (1301631 -72% 361 942
Cther revenue 644 240 585,372 585372 113,022 363,085 365364 @77 1% SEEETE
Gaing on disposal of PPE 3384 -

Total Revenue fexcluding capital transfers and 229331 2.304.345 2,766,674 277 622 1,404,484 1502277 (97.793) 1% 2,766,674

contributions)

Expenditure By Type
Employee related costs G56 BTE 794 449 794,449 69,776 369 480 397,208 (27 745) T 794 449
Femuneration of councilors 19,359 23,200 23,200 1.5614 49,144 11,800 (ZA456)  -21% 23,200
Debt irpirment 131 527 60708 59,728 g2 34,563 34 263 - G.TRE
Depreciation & asset impairment 221,037 273518 2735168 28,546 182,700 162,700 - 2735168
Finance charges 44,888 69,037 68,037 2577 577 - 68037
Bulk purchases 466 747 B42 67H 42,679 42,697 10,590 40,668 (30,079) -9% 42 ETH
Cther materials -
Confracted services 4493 EAES 7037 1.011 1,863 3E1% (1B50)  -47% 70T
Transfers and grarts A 552 5200 £, 300 3 ] 2661 @648 -100% 5300
Other expendire 679,031 m oy JOBE 56T 1,030,491 53,651 TR EEE 515246 | (182583)  -35% 1,030,491
Loss on disposal of PPE -

Total Expenditure 2 268 320 29532 609 2915 438 218 009 1 229 887 1477048 | (47161} 7% 2915 438

Surplusi{Deficit) 25,01 (148,764) (148,764) 58,7113 174,592 25229 | (344.954) LI} (148,764)
Trangfers recoghised - capital 71,701 14% 583 14% 88% - (5,247 74,441 14% 8%
Confributions recognised - capital
Contributed assets

Surplusi{Deficit) after capital transfers & contributions 96,772 119 119 58,713 169,350 99671 119
Taation -

Surplus#{Deficit) after taxation 96,772 119 119 58,713 169,350 99,671 119
Aiributable to minarites

Surplusi{Deficit) attributable to municipality 96,772 119 119 53,713 169,350 99.671 119
Share of surplus/ (deficit) of associate

Surplus! (Deficit) for the year 96,772 119 119 58,713 169,350 99,671 119




The average debtor’s collection rate for the twelve months ending 31 December 2009 is 92.80%.
The collection rate for the six months ending 31 December 2009 is 89.89%. The collection rate for
the six months reflects a decrease when compared to the same period in the previous financial
year due to the current global economic climate (2008/09: 91.48%).

Notes to the Statement of Financial Performance for the Period Ending 31 December 2009

1. Transfers Recognised — Operational

This relates to operating projects, income is recognised as the expenditure is incurred.

2. Other Revenue

Other revenue which is made up of numerous miscellaneous items reflects a cash inflow of
R363.09 million as against an estimated budget of R365.86 million. Included in the other revenue
received to date is an amount of R286.53 million in respect of Grants and Subsidies.

3. Debt Impairment

This is in respect of provision for bad debts.

4. Employee Related Costs

The Basic Salaries and Wages were under spent by 7%. This is due to vacant funded posts that
are not yet filled by the various Directorates as well as the new task grading/job evaluation that is
budgeted for but not yet implemented.

5. Other Expenditure

Other expenditure includes operating projects, general expenses as well as repairs and
maintenance. The major contributing factor to the under expenditure of R183 million is
operating projects (R130 million), followed by repairs & maintenance (R28 million) and general
expenses (R25 million).

OPERATING PROJECTS

Other expenditure includes operating projects as reflected in the table above. Operating
projects expenditure for the quarter ending 31 December 2009 is R50.81 million which is
14.04% of the adjusted budget and 28.08% of the projected cash flows of R180.97 million.
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 2009 amounts to R129.9 million which is 14%
of the adjusted budget for the 2009/10 financial year and 29% of the projected cash flows of
R449.27 million. Comments on the under expenditure will be disclosed in the detailed report to
the Council.



5. EXPENDITURE ON DORA ALLOCATION

The 2009/10 financial year approved budget includes a DoRA allocation of R242.2. The total
expenditure on DoRA allocation as at 31 December 2009 amounts to R17.31 million which is
7% of R242.2 million. Comments on the under expenditure will be disclosed in the detailed
report to the Council.

Table 2 below reflects the year to date expenditure on 2009/10 DoRA allocation.

Table 2: Spending per Funding

2009/2010
2009/2010 2009/2010 Expenditure
Adjusted YTD 2009/2010 | vs Adjusted
Budget Expenditure Variance Budget
Funding R R R %
Department of Water Affairs 7,139,270 24,115 12,045,597 0%
Finance Management Grant 750,000 33,194 1,139,435 4%
Municipal Electricity Provider 13,000,000 0 13,009,450 0%
Municipal Infrastructure Grant 178,550,660 17,236,038 | 224,036,401 10%
Neighbourhood Development Partnership Grant 11,543,000 20,438 18,022,562 0%
Public Transport Infrastructure Grant 31,213,000 0 36,489,472 0%
TOTAL 242,195,930 17,313,785 | 228,345,645 7%
6. RESTRUCTURING GRANT MILESTONES
Table 3: Financial Performance Indicators
Reporting Period: Month ended 31 December 2009
Indicator Target Actual Variance Comment
The long term liabilities of the city amounts
Total Debt to Annual 24.1% of the annual revenue generated
1. | Income: 35% 24.1% 10.9% | and is within the target.
Capital Charges are 14% of the total
Capital Charges to operating expenditure and is within the
2. | Op. Exp: 16% 14% 2% | expected target.
The annual collection rate is below the
Annual Collection desired target of 97%. This is due to the
Rate (Debtors): 97% 92.8% -4.2% | global economic climate.
Net Debtors to A net debtor to annual income 15.6 % and
Annual income: 18% 15.6% 2.4% | is within the target.
The city has been maintaining its personal
Personnel Costs to costs within the target set by National
5. | Total Income: 30% 27.0% 3.0% | Treasury.
The city maintains its policy to pay its top 20
6. | Creditors Days: 30 29 1 | creditors within 30 days.

7. CONCLUSION

The actual operating expenditure is well within the allocated budget for the period ending 31
December 2009.



8. RECOMMENDATION:

It is recommended that -:
e The statement of financial performance and the implementation of the 2009/2010 budget for
the period ending 31 December 2009 be noted in terms S71 of the MFMA.

P.P. ADONIS
ACTING CHIEF FINANCIAL OFFICER

V.G.M. MAVUSO
ACTING ACCOUNTING OFFICER

ANNEXURE:

Annexure A

C1 Consolidated Monthly Budget Statement Summary

C2 Consolidated Monthly Budget Statement Financial Performance (Std Classification)

C3 Consolidated Monthly Budget Statement Financial Performance (By Municipal Vote)

C5 Consolidated Monthly Budget Statement Capital Expenditure (Municipal Vote, Std
Classification and Funding)

C6 Consolidated Monthly Budget Statement Financial Position

C7 Consolidated Monthly Budget Statement Cash Flow

Annexure B

SC1 Material Variance Explanation

SC2  Performance Indicators

SC3  Aged Debtors

SC4  Aged Creditors

SC5 Investment Portfolio

SC6  Transfers and Grants Receipts

SC7  Transfers and Grants Expenditure

SC8  Councillor and Staff Benefit

SC9 Actuals and Revised Targets for Cash Receipts

SC12 Capital Expenditure trend

SC13a Capital Expenditure on New Assets by Class

SC13b Capital Expenditure on Renewal of Existing Assets by Class
SC13c Expenditure on Repairs and Maintenance by Asset Class

Annexure C
Schedule of Borrowings



ANNEXURE C

SCHEDULE OF BORROWINGS AS AT 31 DECEMBER 2009

Redeemed
EXTERNAL LOANS Received or written off
Balance at during the  during the Balance at
Local Registered Stock 01/07,/2009 year year 31/12/2009
Issued Int Rate Loan No. Ref No. Redeemahle Source R R R R
09/02/1950 16.50% 72 SC13121/ELL110M-5 | 30,/06/2010 CMB & OLD MUTUAL 8,000,000 8,000,000
1941249590 17.05% 73 AC 27451/ELLT1OM-5 | 314127201 OLD MUTUAL 10,000,000 10,000,000
14/06¢/1990 17.90% 5450 ALLEBH214/5/90 | 300672010 WULCAN COMMODITIES 160,000 160,000
18,160,000 18,160,000
Redeemed
EXTERNAL LOANS Received or written off
Balance at during the  during the Balance at
Annuity Loans 017072009 year year 311272009
Received Int Rate Loan No. Ref No. Redeemahle Source R R R R
Brought farward 18,160,000 18,160,000
Annuity Loans
094022006 13.95% RMB BFF-00-0001 31M272020 RhB 110 547 550 2020175 | 108 527 475
01/06,/2001 270% 13717 13717 30/06/2021 DBSA 50,526,316 2,105 263 | 48 421,053
01/08,2002 11.40% 100124 100124 30/06/2023 DBESA 134 068 FO3 1997 469 132,071,134
09/06,/2004 9.19% 100783 100783 30/09,/2009 DBESA 5,000,000 5,000,000 -
29/06,/2004 12.56% 101058 101058 31A272023 DBSA 52,276,378 B53 418 | 51622960
30/03,/2007 8.11% 102531 1-5 WARIDUS DBESA 206,730 469 6,344 553 | 200335811
" DBESA facility available R 450,000,000
Sub Total Annuity Loans 560,149,416 19,120,984 541,028,432
Sub Total Annuity & Stock Loans 578.309.416 19,120,984 559,188,432
Financial Leases
“arious “arious “arious 1,649.262 1,649,262
Sub Total Annuity, Stock Loans & Financial Leases 579,958,678 19,120,983.76 = 560,837,694
GRAMND TOTALS 579,958,678 19,120,984 = 560,837,694





REPORT TO THE EXECUTIVE MAYOR: 15 JANUARY 2010

OFFICE OF THE ACTING ACCOUNTING OFFICER


STATEMENT OF FINANCIAL PERFORMANCE AND THE IMPLEMENTATION OF THE 2009/2010 BUDGET FOR THE PERIOD ENDING 31 DECEMBER 2009 


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 2009.

Table 1: Statement of Financial Performance for the period ending 31 December 2009

[image: image1.png]EC125 Buffalo City - Table C4 Consolidated Monthly Budget Statement - Financial Performance (revenue and expenditure) - M06 December

200509 Budget Year 200910
Desciiption Ret | Rudited | Griginal | Adjusted | Mondhly [y o vearln | ¥ID VD |l ear
Outcome | Budget | Budget actual budget | variance | variance  Forecast

Rthousands %

Revenue By Source
Propery raes 363583 | 409056 409,086 sus| ez M 1S1E 5% 409,056
Propery rates - penies &colcton sharges -
Seriice charges - electict revene sr22 | smpw|  sspm 0062 424981 4iMase 37T % 8592
Seriice charges - weler revere M7 2036 203855 s 10409 M0L3T 272 % 203835
Service charges - saniton reverue st | esl 142660 10921 83 sl 220 3% 142,661
Seriice charges - efuse reverue 124506 | 13031 13808 1716 69510 0088 @) % 188,038
Service charges -oher -
Rerta ofacities and exuiprert 12750 10,469 10,469 860 403 523 (1201) 2% 10,469
Inferest earmed - externalinvestnerts 5519 18382 18382 499 19,493 9191 10303 112% 18382
Ierest earred - outancing debtors 35,0 36,905 36,905 60t 14358 184531 @18 2% 36,905
Diicends received 165 5 5 27 er) 0% 5
Fities 7058 8744 8744 628 457 47 2 o% 8744
Licerces and et 12250 12628 12628 1128 663 6314 39| 6% 12628
Agency senices -
Transersrecogrised - operatonal ssa0| w014 361942 14585 0808 180971 | (130163) 2% 361,942
Other revere sup0 | a2 sESAT2]  Me022 | 63085 65364 @79 % 685372
Gains o disposal of PPE 3384 -

Tota Revenue (excluding capita transers and 2000 | 20405 aTm66M 262 | AN | 1sRa @iy 2766674

contributions)

Expeniture By Type
Enployes refted costs 56576 | TobMy | 7oA 6776 | o0 375 (Q7IS) T 794449
Reruneraon of councilors 19359 23200 23200 1514 9144 1600 @d5E) 2% 23200
Deftipairert 131,527 69726 69726 5811 34363 34363 - 69726
Depreciaton & assetnpaimert F A T 28546 162700 162700 - 73516
Fiance charges 24368 69,087 69,087 8577 8577 - 69,087
Bulk purchases 4747 | 62679 6267 4507 B05% 3OS @OOTS) %% 642679
Other rteriels -
Gortacted services 4498 7137 7087 1,011 1,468 3518 (1650) 7% 7087
Traners and grarts 458 5302 5302 3 3 2651 (2648) -100% 5302
Other expenitre 79031 [ 1068863 1030491 69651 | moee2 61526 (182580) 3% | 1030491
Loss on disposal of PPE -

Total Expeniture 2268320 | 2953600 2M5A3 28909 A20SN | AATLME QATABN  ATH | 2915433

Surplusi{Deicit) B0M| eI sTey ST13 17458 25220 (44.959) o 4s6h
Transersrecogrised - captal nzon | uess . s - (22 ] 148,883
Gontiutons recogised - capal
Gontiouted asets

‘SurplusH{Deficit) after capita transfers & contributions %772 19 19 743 169,350 WEH 19
Tavation -

Surplust{Deficit) aftertaxation %772 19 19 8713 169350 9671 19
Arutable o inoriies

‘Surplusi(Defiit) atributable to municipality %772 19 19 743 169,350 WEH 19
Shre ofsurplust (oefct) of assovite

Surplust (Deficit) for the year 96772 19 19 58713 169350 99671 19







The average debtor’s collection rate for the twelve months ending 31 December 2009 is 92.80%. The collection rate for the six months ending 31 December 2009 is 89.89%. The collection rate for the six months reflects a decrease when compared to the same period in the previous financial year due to the current global economic climate (2008/09: 91.48%).

Notes to the Statement of Financial Performance for the Period Ending 31 December 2009


1. Transfers Recognised – Operational


This relates to operating projects, income is recognised as the expenditure is incurred. 

2. Other Revenue

Other revenue which is made up of numerous miscellaneous items reflects a cash inflow of R363.09 million as against an estimated budget of R365.86 million. Included in the other revenue received to date is an amount of R286.53 million in respect of Grants and Subsidies.

3. Debt Impairment

This is in respect of provision for bad debts.


4. Employee Related Costs



The Basic Salaries and Wages were under spent by 7%. This is due to vacant funded posts that are not yet filled by the various Directorates as well as the new task grading/job evaluation that is budgeted for but not yet implemented.

5. Other Expenditure

Other expenditure includes operating projects, general expenses as well as repairs and maintenance. The major contributing factor to the under expenditure of R183 million is operating projects (R130 million), followed by repairs & maintenance (R28 million) and general expenses (R25 million).

3. 


OPERATING PROJECTS


Other expenditure includes operating projects as reflected in the table above. Operating projects expenditure for the quarter ending 31 December 2009 is R50.81 million which is 14.04% of the adjusted budget and 28.08% of the projected cash flows of R180.97 million. Comments on the under expenditure will be disclosed in the detailed report to the Council.


4. 


CAPITAL EXPENDITURE


The total capital expenditure as at 31 December 2009 amounts to R129.9 million which is 14% of the adjusted budget for the 2009/10 financial year and 29% of the projected cash flows of R449.27 million. Comments on the under expenditure will be disclosed in the detailed report to the Council.


5. EXPENDITURE ON DORA ALLOCATION

The 2009/10 financial year approved budget includes a DoRA allocation of R242.2. The total expenditure on DoRA allocation as at 31 December 2009 amounts to R17.31 million which is 7% of R242.2 million. Comments on the under expenditure will be disclosed in the detailed report to the Council.


Table 2 below reflects the year to date expenditure on 2009/10 DoRA allocation. 


Table 2: Spending per Funding


		Funding

		2009/2010


Adjusted Budget 


R

		2009/2010 YTD


Expenditure


R 

		2009/2010


Variance


R     

		2009/2010


Expenditure vs Adjusted Budget


%    



		

		

		

		

		



		Department of Water Affairs

		7,139,270

		24,115

		12,045,597

		0%



		Finance Management Grant

		750,000

		33,194

		1,139,435

		4%



		Municipal Electricity Provider

		13,000,000

		0

		13,009,450

		0%



		Municipal Infrastructure Grant

		178,550,660

		17,236,038

		224,036,401

		10%



		Neighbourhood Development Partnership Grant

		11,543,000

		20,438

		18,022,562

		0%



		Public Transport Infrastructure Grant

		31,213,000

		0

		36,489,472

		0%



		 TOTAL

		242,195,930

		17,313,785

		228,345,645

		7%





6.


RESTRUCTURING GRANT MILESTONES

Table 3: Financial Performance Indicators


		Reporting Period:

		Month ended 31 December 2009



		Indicator

		Target

		Actual

		Variance

		Comment



		1.

		Total Debt to Annual Income:

		35%

		24.1%

		10.9%

		The long term liabilities of the city amounts 24.1% of the annual revenue generated and is within the target.



		2.

		Capital Charges to Op. Exp:

		16%

		14%

		2%

		Capital Charges are 14% of the total operating expenditure and is within the expected target. 



		3.

		Annual Collection Rate (Debtors):

		97%

		92.8%

		-4.2%

		The annual collection rate is below the desired target of 97%. This is due to the global economic climate.



		4.

		Net Debtors to Annual income:

		18%

		15.6%

		2.4%

		A net debtor to annual income 15.6 % and is within the target.



		5.

		Personnel Costs to Total Income:

		30%

		27.0%

		3.0%

		The city has been maintaining its personal costs within the target set by National Treasury.



		6.

		Creditors Days:

		30

		29

		           1 

		The city maintains its policy to pay its top 20 creditors within 30 days.





7.


CONCLUSION

The actual operating expenditure is well within the allocated budget for the period ending 31 December 2009.


8.


RECOMMENDATION:

It is recommended that -:


· The statement of financial performance and the implementation of the 2009/2010 budget for the period ending 31 December 2009 be noted in terms S71 of the MFMA.


P.P. ADONIS

ACTING CHIEF FINANCIAL OFFICER

V.G.M. MAVUSO


































ACTING ACCOUNTING OFFICER
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Consolidated Monthly Budget Statement Financial Performance (By Municipal Vote)
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Consolidated Monthly Budget Statement Capital Expenditure (Municipal Vote, Std Classification and Funding)
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Consolidated Monthly Budget Statement Cash Flow
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Aged Creditors


SC5
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SC6


Transfers and Grants Receipts


SC7


Transfers and Grants Expenditure


SC8


Councillor and Staff Benefit


SC9


Actuals and Revised Targets for Cash Receipts


SC12

Capital Expenditure trend


SC13a 
Capital Expenditure on New Assets by Class


SC13b 
Capital Expenditure on Renewal of Existing Assets by Class


SC13c 
Expenditure on Repairs and Maintenance by Asset Class


Annexure C


Schedule of Borrowings

ANNEXURE C

SCHEDULE OF BORROWINGS AS AT 31 DECEMBER 2009

[image: image2.png]Redeemed

EXTERNAL LOANS Received or written off
Balance at during the during the  Balance at
Local Registered Stock 010772009 year year 31/12/2009
Issued IntRate_Loan No. Ref No. Redeemable Source R R R R
09/2/1990 1650% 72 SCI3121/ELLIIOM-S 3062010 | CMB & OLD MUTUAL | 8,000,000 000,000
19/12/1990 17.05% 73 ACI745V/ELLIOM-S 31/12/2011 OLD MUTUAL 10,000 000 10,000 000
14106/1990 1790% &S0 AADSB2/14/580 | 302010 VULCAN COMMODITIES 160,000 160,000
18,160,000 18,160,000}
Redeemed
EXTERNAL LOANS Received or written off
Balance at during the during the  Balance at
Annuity Loans, 010772009 year year 31/12/2009
Received IntRate_Loan No. Ref No. Redeemable Source R R R R
Brought forward 18,160,000 18,160,000
Annuity Loans,
03122006 1395%  RMB BFF-000001  31/12/2020 RME 110,547 550 2020175 108527 475
01/06/2001 970% 13717 13717 3006/2021 DBSA 50,526,316 2105263 48421053
01062002 11.40% 100124 100124 3062023 DBSA 134,068 503 1997 469 132,071,134
09/06/2004 9.19% 100783 100783 309/2009 DBSA 600,000 600,000 -
29/06/2004 1256% 101058 101058 31/1202023 DBSA 52,276,378 653418 51622960
30032007 811% 102531 1-5 VARIOUS DBSA 206,730,469 6344658 200385511
- DBSA faciiy avaiable A 450,000,000
Sub Total Annuity Loans 560,149.416. 19,120,984 541,028,437
Sub Total Annuity & Stock Loans 578,309.416. 19,120,984 559,168,437
Financial Leases
Various Various Various 1,649,262 1,649,267
Sub Total Annuity, Stock Loans & Financial Leases 579,958,678 19,120,983.76 560,837,694
GRAND TOTALS 579,958,678 19,120,984 560,837,694
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