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REPORT TO THE EXECUTIVE MAYOR: 16 APRIL 2009
OFFICE OF THE ACCOUNTING OFFICER

STATEMENT OF FINANCIAL PERFORMANCE AND THE IMPLEMENTATION OF THE 
2008/2009 BUDGET FOR THE PERIOD ENDING 31 MARCH 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 March 2009.

Table 1: Statement of Financial Performance for the period ending 31 March 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 – nine months of the Annual Budget
Electricity and Water bulk purchase – seasonal trends
Expenditure (excluding Electricity and Water Bulk purchases) – nine 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 nine months ending 31 March 2009 is 93.08%.
The current period collection ratio has increased when compared to last month’s collection ratio of 
92.23%.

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 Accrued  Inc. Actual Inc. YTD budg. & %

YTD Acc Inc. fav./(unfav.)

(fav.)/unfav.

R R R R R %

Electricity Service 604,173,373 445,768,177 442,413,364 388,621,963 3,354,813 (0.75)

Water Service 183,634,963 133,673,197 135,491,271 105,372,059 (1,818,074) 1.36 

Refuse Service 119,414,425 87,468,896 93,529,574 55,759,779 (6,060,678) 6.93 

Sewerage Service 132,516,432 102,349,114 99,299,110 77,709,752 3,050,004 (2.98)

TOTAL 1,039,739,193 769,259,384 770,733,319 627,463,553 (1,473,935) 0.19 

The total year to date service charges billing income indicates a positive variance of 0.19% (R1.47
million) for the period ending 31 March 2009.

Note 2: Government Grant income

The Grant Income received as at 31 March 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 R89.32
million as against an estimated budget of R97.60 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.) (fav.)/unfav.

R R R R %

Officials Remuneration 660,316,695 495,173,788 477,518,908 17,654,880 (3.57)

Councilors Remuneration 20,868,027 15,639,778 14,904,223 735,555 (4.70)

TOTAL 681,184,722 510,813,566 492,423,131 18,390,434 (3.60)

The Basic Salaries and Wages were under spent by 3.60%. This is due to vacant funded posts 
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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 second half of the 
current financial year.

Note 5: Repairs and maintenance

Repairs and maintenance expenditure efficiency ratio for the period ending 31 March 2009 is 
65.35% (R73.44 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: 77%).
It is anticipated that this will increase in the 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.) unfav./ (fav.)

R R R R %

Electricity Bulk Purchases 366,774,586 269,035,347 270,529,699 (1,494,353) 0.56 

Water Bulk Purchases 112,673,904 81,731,400 79,478,889 2,252,511 (2.76)

TOTAL 479,448,490 350,766,747 350,008,589 758,158 (0.22)

The overall bulk purchases indicate an under expenditure of 0.22% (0.76 million).

Note 7: General expenses

General expenditure efficiency ratio for the period ending 31 March 2009 is 90.04% (R275.86
million). The general expenses indicate an increase in expenditure pattern when compared to
the same period in the previous financial year (2007/2008: 89.79%).

Note 8: Operating Projects

Operating Projects expenditure for the period ending 31 March 2009 is R66.78 million which is 
31.77% of the 2nd adjustment budget. The current year’s expenditure has decreased when
compared to the same period in the previous financial year (2007/2008: 38.31%). 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 March 2009 amounts to R161.93 million which is 18% of the 
original approved budget and is 22% of the 2nd adjustment budget for the 2008/09 financial year. 
The capital expenditure indicates a decrease in the expenditure pattern when compared to the same 
period in the previous financial year (2007/2008) which was 35%. The expenditure is anticipated to 
increase in the second half of the current financial year. (Refer to annexure 3)

Table 2: Capital Expenditure for the period ending 31 March 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 % %

2008/09 902.09 724.73 161.93 18% 22%
2007/08 372.33 419.57 146.44 39% 35%
2006/07 475.96 382.55 139.29 29% 36%
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4. Restructuring Grant Milestones

Restructuring Grant Projects

The restructuring grant expenditure efficiency ratio for the period ending 31 March 2009 is 25% 
(R1.85 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)

Municipal Infrastructure Grant Indicator

The institution is currently implementing a number of bulk and other related projects to address 
service delivery backlogs. The MIG expenditure for the period ending 31 March 2009 is R69.92
million which is 34% (the expenditure is 76% of the allocation when comparing to MIG financial year 
end) of the annual budget of the annual budget. (Refer to annexure 5)

Financial Performance Indicators

Reporting Period: Month ended 31 March '09
INDICATOR Target Actual Variance Comment

1. Total Debt to Annual Income: 35% 32.2% 2.8% (a)

2. Capital Charges to Op. Exp: 16% 10.0% 6.0% (b)

3. Annual Collection Rate (Debtors): 97% 95.1% -1.9% (c)

4. Net Debtors to Annual income: 18% 17.5% 0.5% (d)

5. Personnel Costs to Total Income: 30% 28.4% 1.6% (e)

6. Creditors Days: 30 29 1 (f)

Notes:

(a) The debt to income ratio is within the prescribed ceiling.
(b) The capital charges ratio is within the prescribed ceiling.
(c) The annual collection rate is outside target, however the are measures in place to improve the 

ratio through data cleansing and data integrity checks as well as increased efforts to collect 
outstanding debt.

(d) The debtors to annual income ratio is within the prescribed ceiling.
(e) The ratio is within the prescribed ceiling
(f) The ratio meets target and is consistent.

5. Conclusion

The actual operating expenditure is well within the allocated budget for the period ending 31 March
2009.
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6. Recommendation:

It is recommended that -:

 The statement of financial performance and the implementation of the 2008/2009 budget for 
the period ending 31 March 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 MIG Funded Projects
6 Schedule of Borrowings
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ANNEXURE 1

REVENUE PROJECTIONS BY SOURCE

Table 1: Revenue projections by source for the period ending 31 March 2009

YTD March 2009 YTD March 2009 YTD March 2009

Projected Revenue Accrued Revenue Actual Revenue

Source R'million R'million R'million

Assessment rates                           287                           209                     253 

Electricity                        446                           442                     389 

Sanitation                        102                             99                       78 

Water                        134                           135                     105 

Refuse removal                          87                             94                       56 

Grants & subsidies                        360                           357                     352 

Conditional Grants                        158                             67                      67 

Fines                            6                               5                         5 

Other                           153                           272                     146 

Total Revenue                        1,733                        1,680                  1,450 

Table 1 above depicts Projected Revenue as compared to the Accrued as well as Actual Revenue
collected for the nine months ending 31 March 2009. 
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ANNEXURE 2

YEAR TO DATE SUMMARY PROJECTIONS OF REVENUE AND EXPENDITURE BY 
FUNCTION

   Projections of Revenue and Expenditure per Function 31 March 2009

Note: The table above indicates the comparative of the projected and actual expenditure incurred    and 
revenue earned for the period ending 31 March 2009.
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ANNEXURE 3

CAPITAL EXPENDITURE

The total capital expenditure as at 31 March 2009 amounts to R161m which is 18% of the original 
approved budget and is 22% of the 2nd adjustment budget for the 2008/09 financial year. The capital 
expenditure indicates a decrease in the expenditure pattern when compared to the same period in the 
previous financial year (2007/2008) which was 35%.

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

Table 1: Capital Expenditure per Funding Source 

Capital Budget Per Funding Source

Approved  
2008/2009    

    R

2nd 
Adjusted 
Budget  

2008/2009    
    R

Expend.  
2008/2009    

    R

Approved 
Budget

v/s 
Expend.  

2008/2009 
       %

2nd adj. 
Budget

v/s 
Expend.  

2008/2009 
      %

Contribution to Accumulated Surpluses 650,000 3,316,726 1,079,644 166% 33%
Capital Replacement Reserve 128,633,052 140,251,726 34,833,747 27% 25%
DBSA (Loan) Phase 5 250,000,000 183,000,000 24,577,607 10% 13%
External Financing Fund / DBSA 65,902,688 57,016,343 15,230,674 23% 27%
Total Own Funding 445,185,740 383,584,795 75,721,673 17% 20%
Buffalo City Metropolitan Transport 14,659,997 2,820,240 1,086,091 7% 39%
Depart of Sports Recreation  Arts & Culture 50,000,000 12,500,000 26,342 0% 0%
Department of Land Affairs 2,953,025 2,894,882 812,606 28% 28%
Department of Local Government & Housing 27,968,398 26,467,416 531,858 2% 2%
Dept of Eco Dev, Environ Affairs & Tourism 0 700,000 0 0%
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 4,266,008 826,908 436,328 10% 53%
Disaster Management Fund 368,170 340,914 40,421 11% 12%
Eastern Cape Development Corporation 344,272 344,272 0 0% 0%
European Commission 53,261,212 53,434,377 5,917,987 11% 11%
Integrated National Electricity Provider 35,453,971 34,345,725 9,453,154 27% 28%
Leiden Platform 18,822 1,500,000 1,310,135 0% 87%
MSIG 100,161 0 0 0%
Municipal Infrastructure Grant 202,150,279 187,962,599 63,288,899 31% 34%
Neighbourhood Dev Partnership Grant 41,100,000 6,500,000 0 0% 0%
Other (Lotto) 432,549 432,549 87,994 20% 20%
PUBLIC 8,000,000 1,000,000 85,382 1% 9%
Public Trans Infrastructure & Systems Grant 8,592,000 8,592,000 3,028,671 35% 35%
Restructuring Grant 6,728,170 0 11,933 0%
Swedish International Development Agency 173,701 173,701 94,238 54% 54%
Total Grant Funding 456,903,207 341,146,755 86,212,038 19% 25%

Total Capital Budget - All Funding Sources 902,088,947 724,731,550 161,933,710 18% 22%
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The actual capital expenditure for the month of March 2009 has decreased when compared to the 
same periods in 2007/2008 and increased compared to 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

2nd 
Adjusted 
Budget  

2008/2009   
     R

Expend.  
2008/2009   

     R

Approved 
Budget v/s 

Expend.  
2008/2009  

      %

2nd adj. 
Budget v/s 

Expend.  
2008/2009   

     %
Executive Support Services 86,907,279 49,421,279 1,197,212 1% 2%
Chief Operations Officer 28,336,398 33,326,162 1,019,170 4% 3%
Directorate of Finance 5,721,655 13,212,843 4,048,540 71% 31%
Directorate of Corporate Services 8,022,961 7,378,733 1,187,428 15% 16%
Directorate of Engineering Services 531,766,842 487,810,961 124,472,093 23% 26%
Directorate of Development Planning 99,251,083 62,340,723 16,580,074 17% 27%
Directorate of Health & Public Safety 31,853,274 18,455,449 1,501,606 5% 8%
Directorate of Community Services 110,229,455 52,785,400 11,927,587 11% 23%
Total 902,088,947 724,731,550 161,933,710 18% 22%
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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

2nd 
Adjusted 
Budget  

2008/2009     
   R

Expend.  
2008/2009     

   R

Approved 
Budget v/s 

Expend.  
2008/2009   

     %

2nd adj. 
Budget v/s 

Expend.  
2008/2009   

     %
Water 68,555,136 84,423,529 27,754,098 40% 33%
Waste Water 120,105,414 111,171,575 31,966,748 27% 29%
Electricity 109,292,609 101,384,569 19,675,372 18% 19%
Roads and Stormwater 153,164,683 119,757,288 27,497,766 18% 23%
Housing 27,968,398 26,728,162 792,602 3% 3%
Transport Planning 85,342,000 35,972,917 14,269,645 17% 40%
Cleansing 73,987,213 22,174,658 4,985,133 7% 22%
Amenities 25,951,645 21,659,274 5,462,581 21% 25%
Environmental Services 5,874,589 2,962,060 950,242 16% 32%
Health Services 3,138,371 3,322,156 1,084,786 35% 33%
Public Safety 28,479,903 14,898,293 300,811 1% 2%
Support Services 106,420,677 80,005,263 7,557,140 7% 9%
Other 93,808,309 100,271,806 19,636,785 21% 20%

Total 902,088,947 724,731,550 161,933,710 18% 22%
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ANNEXURE 4

RESTRUCTURING GRANT 

Table 1: Schedule of Restructuring Grant funded Projects for the period ending 31 March
2009

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

MUNICIPAL INFRASTRUCTURE GRANT 

Table 1: Schedule of Municipal Infrastructure Grant funded Projects for the period ending 31 
March 2009

Table 1 above reflects the year to date expenditure.
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ANNEXURE 6

SCHEDULE OF BORROWINGS AS AT 31 MARCH 2009


