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REPORT TO THE EXECUTIVE MAYOR: 13 MARCH 2009
OFFICE OF THE ACCOUNTING OFFICER

STATEMENT OF FINANCIAL PERFORMANCE AND THE IMPLEMENTATION OF THE 
2008/2009 BUDGET FOR THE PERIOD ENDING 28 FEBRUARY 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 28 February 2009.

Table 1: Statement of Financial Performance for the period ending 28 February 2009
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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 – eight months of the Annual Budget
Electricity and Water bulk purchase – seasonal trends
Expenditure (excluding Electricity and Water Bulk purchases) – eight 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 eight months ending 28 February 2009 is 92.23%.
It appears that the current economic climate has adversely affected payment of municipal accounts.
The current period collection ratio has decreased when compared to last month’s collection ratio of 
93.73%.

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

Note 1: Service Charges

2008/2009 2008/2009 2008/2009 2008/2009 2008/2009 YTD

Service Charges Annual YTD YTD YTD Variance btn Variance

Budget Budget Actual Inc. Accrued  Inc. YTD budg. & %

YTD Acc Inc. fav./(unfav.)

(fav.)/unfav.

R R R R R

Electricity Service 604,173,373 395,649,259 342,759,028 393,514,514 2,134,745 (0.54)

Water Service 196,809,224 125,026,980 92,658,838 120,872,953 4,154,027 (3.32)

Refuse Service 119,414,425 76,916,160 49,523,904 83,444,996 (6,528,836) 8.49 

Sewerage Service 132,516,432 92,754,172 70,412,395 89,952,996 2,801,176 (3.02)

TOTAL 1,052,913,454 690,346,571 555,354,165 687,785,459 2,561,112 (0.37)

The total service charges billing income indicates a negative variance of 0.37% (R2.56 million) for
the period ending 28 February 2009. The reasons for the under collection of services will be 
disclosed in the detailed report that will be sent to Council.

Note 2: Government Grant income

The Grant Income received as at 28 February 2009 includes the equitable share grant allocation 
of R322.19 million which is an unconditional grant.

Note 3: Other income

Other income which is made up of numerous miscellaneous items reflects a cash inflow of R76.50
million as against an estimated budget of R85.34 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 fav./(unfav.) %

R R R R (fav.)/unfav.

Officials Remuneration 659,247,385 439,498,257 423,244,628 16,253,629 (3.70)

Councilors Remuneration 19,867,037 13,244,691 13,463,188 (218,497) 1.65 

TOTAL 679,114,422 452,742,948 436,707,816 16,035,132 (3.54)
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The Basic Salaries and Wages were under spent by 3.54%. 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 28 February 2009 is 
67.87% (R61.65 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: 78.08%).
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 fav./(unfav.) %

R R R R unfav./ (fav.)

Electricity Bulk Purchases 366,774,586 242,968,092 244,815,597 (1,847,505) 0.76 

Water Bulk Purchases 92,108,987 58,883,044 71,243,198 (12,360,154) 20.99 

TOTAL 458,883,573 301,851,136 316,058,795 (14,207,660) 4.71 

The bulk purchases indicate an over expenditure of 4.71% (R14.21 million). The budget for the 
Bulk Water Purchases has been revised in the 2nd adjustment budget to address the over 
expenditure.

Note 7: General expenses

General expenditure efficiency ratio for the period ending 28 February 2009 is 86.88% (R246.03
million). The general expenses indicate a decrease in expenditure pattern when compared to the 
same period in the previous financial year (2007/2008: 93.45%).

Note 8: Operating Projects

Operating Projects expenditure for the period ending 28 February 2009 is R60.54 million which is 
29.54% of the 1st adjustment budget. The current year’s expenditure has increased when 
compared to the same period in the previous financial year (2007/2008: 23.55%). Comments on 
the under expenditure will be disclosed in the detailed report to the Council.

3. CAPITAL EXPENDITURE

The total capital expenditure as at 28 February 2009 amounts to R124.59 million which is 14% 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: 24%). The expenditure is anticipated to increase in the 
second half of the current financial year. (Refer to annexure 3)
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Table 2: Capital Expenditure for the period ending 28 February 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 % %

2008/09 902.09 862.09 124.59 14% 14%
2007/08 372.33 419.37 98.96 27% 24%

2006/07 475.96 382.55 107.07 22% 28%

4. Restructuring Grant Milestones

The expenditure efficiency ratio for the period ending 28 February 2009 is 27% (R1.78 million). This 
expenditure ratio is low due to the procurement challenges we experienced 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)

5. Conclusion

The actual operating expenditure is well within the allocated budget for the period ending 28
February 2009.

6. Recommendation:

It is recommended that -:

 The statement of financial performance and the implementation of the 2008/2009 budget for 
the period ending 28 February 2009 be adopted in terms of the MFMA.

N. MBALI-MAJENG 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
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ANNEXURE 1

REVENUE PROJECTIONS BY SOURCE

Table 1: Revenue projections by source for the period ending 28 February 2009

YTD February 2009 YTD February 2009

Projected Revenue Accrued Revenue

Source R'million R'million

Assessment rates                           263                           264 

Electricity                        396                           394 

Sanitation                          93                             90 

Water                        125                           121 

Refuse removal                          77                             83 

Grants & subsidies                        340                           340 

Conditional Grants                        137                             61 

Fines                            5                               5 

Other                           134                           165 

Total Revenue                        1,570                        1,522 

Table 1 above depicts the Accrued Revenue collected as compared to the Projected Revenue 
for the eight months ending 28 February 2009. 



6

ANNEXURE 2

YEAR TO DATE SUMMARY PROJECTIONS OF REVENUE AND EXPENDITURE BY 
FUNCTION

   Projections of Revenue and Expenditure per Function 28 February 2009

Note: The table above indicates the comparative of the projected and actual expenditure incurred    and 
revenue earned for the period ending 28 February 2009.
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ANNEXURE 3

CAPITAL EXPENDITURE

The total capital expenditure as at 28 February 2009 amounts to R124.06 million which is 14% 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: 24%).

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

1st 
Adjusted 
Budget  

2008/2009   
     R

Expend.  
2008/2009   

     R

Approved 
Budget v/s 

Expend.  
2008/2009  

      %

1st adj. 
Budget v/s 

Expend.  
2008/2009   

     %
Contribution to Accumulated Surpluses 650,000 2,150,000 624,352 96% 29%
Capital Replacement Reserve 128,633,052 139,051,726 28,785,384 22% 21%
DBSA (Loan) Phase 5 250,000,000 250,000,000 11,622,624 5% 5%
External Financing Fund / DBSA 65,902,688 66,122,688 14,038,272 21% 21%
Total Own Funding 445,185,740 457,324,414 55,070,631 12% 12%
Buffalo City Metropolitan Transport 14,659,997 14,650,240 1,107,380 8% 8%
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 4,266,008 436,328 10% 10%
Disaster Management Fund 368,170 340,914 28,191 8% 8%
Eastern Cape Development Corporation 344,272 344,272 0 0% 0%
European Commission 53,261,212 54,054,377 5,263,412 10% 10%
Integrated National Electricity Provider 35,453,971 34,345,725 4,305,551 12% 13%
Leiden Platform 18,822 1,500,000 1,261,454 6702% 84%
MSIG 100,161 12,774 0 0% 0%
Municipal Infrastructure Grant 202,150,279 187,877,480 53,454,526 26% 28%
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 2,243,805 26% 26%
Restructuring Grant 6,728,170 1,166,726 11,933 0% 1%
Swedish International Development Agency 173,701 173,701 17,703 10% 10%
Total Grant Funding 456,903,207 404,768,179 69,516,218 15% 17%

Total Capital Budget - All Funding Sources 902,088,947 862,092,593 124,586,850 14% 14%
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The actual capital expenditure for the month of February 2009 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
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Table 2 identifies the actual Capital Expenditure per Directorate against budget.

Table 2: Actual Expenditure per Directorate against Budget

Capital Budget Per Directorate Approved  
2008/2009   

     R

1st 
Adjusted 
Budget  

2008/2009   
     R

Expend.  
2008/2009   

     R

Approved 
Budget v/s 

Expend.  
2008/2009    

    %

1st adj. 
Budget v/s 

Expend.  
2008/2009   

     %
Executive Support Services 86,907,279 86,921,279 1,061,395 1% 1%
Chief Operations Officer 28,336,398 28,228,795 963,860 3% 3%
Directorate of Finance 5,721,655 12,579,680 3,364,297 59% 27%
Directorate of Corporate Services 8,022,961 7,378,733 733,902 9% 10%
Directorate of Engineering Services 531,766,842 490,177,768 93,085,195 18% 19%
Directorate of Development Planning 99,251,083 89,648,882 14,057,687 14% 16%
Directorate of Health & Public Safety 31,853,274 33,949,554 896,188 3% 3%
Directorate of Community Services 110,229,455 113,207,902 10,424,326 9% 9%
Total 902,088,947 862,092,593 124,586,850 14% 14%
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Table 3 below gives a breakdown of the spending per Service.

Table 3: Spending per Service

Capital Budget Per Service Approved  
2008/2009       

 R

1st Adjusted 
Budget  

2008/2009     
   R

Expend.  
2008/2009  

     R

Approved 
Budget v/s 

Expend.  
2008/2009     

   %

1st adj. 
Budget v/s 

Expend.  
2008/2009   

     %
 Water 68,555,136 65,403,529 22,934,793 33% 35%
 Waste Water 120,105,414 114,441,651 23,834,116 20% 21%
 Electricity 109,292,609 101,384,569 7,196,261 7% 7%
 Roads and Stormwater 153,164,683 141,854,019 24,837,860 16% 18%
 Housing 27,968,398 26,710,795 737,292 3% 3%
 Transport Planning 85,342,000 62,936,479 12,331,686 14% 20%
 Cleansing 73,987,213 73,174,658 4,437,802 6% 6%
 Amenities 25,951,645 30,642,676 4,841,229 19% 16%
 Environmental Services 5,874,589 4,962,060 637,700 11% 13%
 Health Services 3,138,371 3,288,371 543,466 17% 17%
 Public Safety 28,479,903 30,426,183 293,701 1% 1%
 Support Services 106,420,677 106,291,669 6,136,382 6% 6%
Other 93,808,309 100,575,934 15,824,561 17% 16%

Total 902,088,947 862,092,593 124,586,850 14% 14%
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ANNEXURE 4

RESTRUCTURING GRANT 

Table 1: Schedule of Restructuring Grant funded Projects for the period ending 28 
February 2009

Table 1 above reflects the year to date expenditure.
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ANNEXURE 5

SCHEDULE OF BORROWINGS AS AT 28 FEBRUARY 2009


