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REPORT TO THE EXECUTIVE MAYOR: 16 APRIL 2010 
OFFICE OF THE ACTING ACCOUNTING OFFICER 

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

 
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 2010. 
 
Table 1: Statement of Financial Performance for the period ending 31 March 2010 
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The average debtor’s collection rate for the twelve months ending 31 March 2010 is 92.10%. The 
collection rate for the nine months ending 31 March 2010 is 90.64%. The collection rate for the 
nine months reflects a decrease when compared to the same period in the previous financial year 
due to the current global economic climate (2008/09: 93.08%). 
 
Notes to the Statement of Financial Performance for the Period Ending 31 March 2010 
 
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 
R500.72 million as against an estimated budget of R538.10 million. Included in the other revenue 
received to date is an amount of R409.59 million in respect of Grants and Subsidies. The primary 
health subsidy of R30 million from Provincial Health Department is still outstanding. 
 
3. Debt Impairment 
  
This is in respect of provision for bad debts. 
  
4. Employee Related Costs 

    
  The employee related costs were under spent by 7.54%. 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.  

 The Councillors’ remunerations were under spent by 15.81%. 
 

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 R200 million is 
operating projects (R92 million), followed by general expenses (R69 million) and repairs & 
maintenance (R38 million). 

 
3.    OPERATING PROJECTS 

 
Other expenditure includes operating projects as reflected in the table above. Operating 
projects expenditure for the period ending 31 March 2010 is R80.18 million which is 34.86% of 
the mid-year adjustment budget of R229.97 million and 46.49% of the projected cash flows of 
R172.48 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 March 2010 amounts to R198.35 million which is 27% of 
the mid-year adjustment budget of R729.86 million for the 2009/10 financial year and 36% of 
the projected cash flows of R547.39 million. Comments on the under expenditure will be 
disclosed in the detailed report to the Council. 
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5. EXPENDITURE ON DORA ALLOCATION 
 

The 2009/10 financial year approved budget includes a DoRA allocation of R221.84. The total 
expenditure on DoRA allocation as at 31 March 2010 amounts to R67.25 million which is 30% 
of R221.84 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 Conditional Grants (DoRA 
allocation).  
 
Table 2: Spending per Conditional Grant 
 

Conditional Grant 

2009/2010 
DoRA 

Allocation 
R 

2009/2010 
YTD 

Expenditure 
R 

2009/2010 
Variance 

R 

2009/2010 
Expenditure 
vs Adjusted 

Budget 
% 

     
Department of Water Affairs 2,178,870 38,046 2,141,138 2% 
Finance Management Grant 1,000,000 425,908 844,880 35% 
Integrated National Electricity Provider 13,000,000 0 13,000,000 0% 
Municipal Infrastructure Grant 167,946,000 66,785,671 115,222,421 40% 
Neighbourhood Partnership Development Fund 6,000,000 0 6,000,000 0% 
Public Transport Infrastructure Grant 31,213,000 2,688 31,213,000 0% 
Municipal Systems Improvement Grant 500,000 0 500,000 0% 
 TOTAL CONDITIONAL GRANTS 221,837,870 67,252,313 168,921,439 30% 

 
 
6.   RESTRUCTURING GRANT MILESTONES 

 
Table 3: Financial Performance Indicators 

 
Reporting Period: Month ended 31 March 2010 

Indicator Target Actual Variance Comment 

1. 
Total Debt to Annual 
Income: 35% 25% 10%

The long term liabilities of the city amounts 
25% 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% 92.1% -4.9%

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% 15.2% 2.8%

A net debtor to annual income 15.2 % and 
is within the target. 

5. 
Personnel Costs to 
Total Income: 30% 27.6% 2.4%

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. 
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7.   CONCLUSION 

 
The actual operating expenditure is well within the allocated budget for the period ending 31 March 
2010. 

 
 
8.   RECOMMENDATION: 

 
1. Council notes the report on the statement of financial performance and the implementation of 

the 2009/10 budget for the period ending 31 March 2010.  

2. Council considers the financial state of affairs of the Municipality as reflected in this report and  

take note of the following: 

• the low collection rate of 92.1%. 

3. Council notes the spending rate on the conditional grants (DoRA allocations) as reflected in 

Table 2. 

4. Council notes that unspent conditional grants that are not committed as at 30 June 2010 must 

be returned to National Treasury Revenue Fund by 31 July 2010.  

5. Council notes the spending rate on capital budget as reflected in this report.   

 

 
 
 
 
 
 
V. PILLAY 
ACTING CHIEF FINANCIAL OFFICER 
 
 
 
 
 
DR. L. ZITHA                                 
ACTING ACCOUNTING OFFICER             
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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 


