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Glossary

Adjustments budget — Prescribed in section 28 of the MFMA. The formal means by which a
municipality may revise its annual budget during the year.

Allocations — Money received from Provincial or National Government or other municipalities.

Budget — The financial plan of the Municipality.

Budget related policy — Policy of a municipality affecting or affected by the budget, examples
include tariff policy, rates policy and credit control and debt collection policy.

Capital expenditure - Spending on assets such as land, buildings and machinery. Any capital
expenditure must be reflected as an asset on the Municipality’s balance sheet.

Cash flow statement — A statement showing when actual cash will be received and spent by
the Municipality. Cash payments do not always coincide with budgeted expenditure timings. For
example, when an invoice is received by the Municipality it is shown as expenditure in the month
it is received, even though it may not be paid in the same period.

DORA - Division of Revenue Act. Annual legislation that shows the total allocations made by
national to provincial and local government.

Equitable share — A general grant paid to municipalities. It is predominantly targeted to help
with free basic services.

Fruitless and wasteful expenditure —  Expenditure that was made in vain and would have been
avoided had reasonable care been exercised.

GFS - Government Finance Statistics. An internationally recognised classification system that
facilitates like for like comparison between municipalities.

GRAP - Generally Recognised Accounting Practice. The new standard for municipal
accounting.

IDP — Integrated Development Plan. The main strategic planning document of the Municipality

MBRR — Local Government: Municipal Finance Management Act (56/2003): Municipal budget
and reporting regulations April 2009

MFMA — The Municipal Finance Management Act — No. 56 of 2003. The principle piece of
legislation relating to municipal financial management.



MTREF — Medium Term Revenue and Expenditure Framework. A medium term financial plan,
usually 3 years, based on a fixed first year and indicative further two years budget allocations.
Also includes details of the previous and current years’ financial position.

Operating expenditure — Spending on the day to day expenses of the Municipality such as
salaries and wages.

Rates — Local Government tax based on the assessed value of a property. To determine the
rates payable, the assessed rateable value is multiplied by the rate in the rand.

SDBIP — Service Delivery and Budget Implementation Plan. A detailed plan comprising quarterly
performance targets and monthly budget estimates.

Strategic objectives — The main priorities of the Municipality as set out in the IDP. Budgeted
spending must contribute towards the achievement of the strategic objectives.

Unauthorised expenditure — Generally, spending without, or in excess of, an approved budget.

Virement — A transfer of budget.

Virement policy - The policy that sets out the rules for budget transfers. Virements are normally
allowed within a vote. Transfers between votes must be agreed by Council through an
Adjustments Budget.

Vote — One of the main segments into which a budget. In Eden District this means the different
GFS classification the budget is divided.

Legislative Framework

This report has been prepared in terms of the following enabling legislation.

The Municipal Finance Management Act — No. 56 of 20 03
Section 71: Monthly budget statements

Local Government: Municipal Finance Management Act (56/2003): Municipal budget
and reporting regulations



PART 1 — IN-YEAR REPORT

SECTION 1 — RESOLUTIONS

SECTION 71 Monthly budget statements

These are the resolutions being presented to Council in the Monthly report on the
implementation of the budget and the financial state of affairs of the municipality as required
in terms of section 71 of the Municipal Finance Management Act, Act 56 of 2003.

RECOMMENDATION:
That council takes notes of the monthly report for the period 31 July 2015.

Section 2 — Executive Summary

2.1 Introduction

These figures are presented in terms of section 71 of the MFMA. The information is
presented for the month and year to date ending 31 July 2015.

2.2 Consolidated performance
2.2.1 Against annual budget (original)
Revenue by source

Operating revenue for the first period of the financial year is mainly due to the 1% instalment
of the Equitable Share allocation that was received on the 6™ of July 2015 of R 57 875
000.00. The total revenue received for the month of July amounts to R 84 053 406.59.

Operating Expenditure by type

Operating expenditure of R9,333,072.50 is reported against a budget of R217,879,084.10
(excluding Roads budget). Being the beginning of the new financial year the operational
budget is less than 10% and most projects in its planning phase or at supply chain process.
Spending will commence within the 1% to 2™ quarter of the financial year as per estimation.

Capital Expenditure

The capital budgeted for the new financial year amounts to R1,035,000.00. Capital
expenditure of R14,579.68 is reported for the month of July 2015.



2.3 Material variances from SDBIP

Variances and deficiencies will be explained in terms of the SDBIP will be reported by the
Performance management unit, situated in the Office of the Municipal Manager.

2.4 Remedial or corrective steps

Remedial actions and corrections will be instituted and changes done by the Performance
management unit.

2.5 Conclusion

Detailed analysis of the municipal performance for the year ending 31 July 2016 will be
presented under the different sections of the report.

The municipality implemented various cost saving measured and other activities to ensure
the municipal budget is implemented according to the mandate of council.



Section 3 — In-year budget statement tables

3.1 Monthly budget statements

3.1.1 Table C1: S71 Monthly Budget Statement Summar y
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This table reflects the operating budget (Financial Performance) in the standard

classifications which is the Government Finance Statistics Functions and Sub-function.
These are used by National Treasury to assist in the compilation of national and international
accounts for comparison purposes, regardless of the unique organisational structures being
used by the different institutions.



The main functions are Governance and Administration, Community and Public Safety,
Economic and Environmental Services and Trading services.

It is for this reason that Financial Performance is reported in standard classification, Table
C2, and by municipal vote, Table C3.

Operating Revenue:

Operating revenue totals R 84 053 406.59 for the period ending 31 July 2015. This is mainly
due to the 1% instalment of the Equitable Share that was received on the 6" of July 2015.
Other income received includes the Financial Management Grant of R1,250,00.00, the
Municipal Systems Improvement Grant of R930,00.00, Rural Roads Asset Management
Systems of R2,283,000.00 and the Municipal Disaster Recovery Grant of R20,849,000.00.

Operating Expenditure

Operating expenditure of R9,333,072.50 is reported for the period ending 31 July 2015. The
majority of these expenditure totals employee related cost of 81% of the total spending. Most
of the spending will start increasing over the next couple of months due to planning and SCM
processes been initiated.
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Reporting per municipal vote provide details on the spread of spending over the various

functions of council.

Income is mainly budgeted under the Executive and Council function and therefor the

majority of the income will be reflected under this section.

The consolidation of the Roads Agency function into the budget of Eden reflects under the

Roads Transport municipal function above.

No reporting of the information in terms of the Roads Agency function is included in the

report.
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3.1.4 Table C4: Monthly Budget Statement - Financia

| Performance (revenue and
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Revenue by Source

Revenue by source explains the types of income budgeted for and the performance of these
items individually.

Rental of facilities and equipment:

Slow income levels are reported due to this being the first month of the financial year. An
amount of R78,223.83, are reported for the month of July 2015.

Interest earned — External Investments:

Reflects the investment of access funds not needed in the operations of the municipality over
the short term period of time which will be readily available when needed. Interest of
R258,326.50, were received for the first period.

Interest earned — Outstanding debtors

The interest on outstanding debtors amount to R66,255.70 for the month of 31 July 2015.

Agency services

The municipality performs an agency function on behalf of the Department of Transport —
Roads department. Monthly agency fees are collected from the department. 12% Admin fee
is received on the original allocation and 3% on additional reseal monies. Agency Services
for the month of July are R1,791,396.00, but will reflect in the month of August due to late
payment in July.

Transferred recognised — operational

The transfers recognised represents the allocations as promulgated in the National and
Provincial Division of Revenues Act's respectively. The first instalment of R57,875,000 for
the Equitable Share was received during July 2015. The Financial Management grant of R1,
250,000, Municipal Systems Improvement Grant of R930,000, Rural Roads Asset
Management Grant of R2,283,000, Municipal Disaster Recovery Grant of R20,849,000 was
also received in July 2015.

The municipality will need to follow the Application for roll-over process with the unspent
grant balances. This process and information needs to be submitted to the relevant
departments as per the due dates in the Municipal Finance Management Circulars as issued
by National and Provincial treasuries.

Other revenue / Sundry income

12



Other revenue reflects a low income due to this being the first month of the financial year.
This is winter season and occupation rates at the resorts for these months are lower than in
high seasons.

Expenditure by Type

Expenditure by type reflects the operational budget per main type/category of expenditure.

Employee Related cost / Remuneration of councillors

Remuneration related expenditures year to date amounts to R7,555,377.61 which represents
a 81% of the total expenditure for the period of July 2015.

Debt Impairment / Depreciation and asset impairment

These items account for non-cash budgeted items.

Finance charges

Finance charges are only accounted for during May and September yearly when the
repayments in terms of the long term obligations are due.

No new loans were taken up in the old financial year nor will new loans be taken up in new
financial year. The municipality will settle all outstanding debt obligations during financial
year.

Contracted services

Contracted Services of R193,519.18 is reflected in the financial results for the period 31 July
2015. This is mainly contract workers employed in the Fire Fighting station.

Other expenditure

Other expenditure reflects all other expenses not identified. The spending on other
expenditure is low and will pick up as the year progresses.

Most of the other expenditure is only accounted for at the end of the financial year.

13



3.1.5 Table C5: Monthly Budget Statement - Capital Expenditure (municipal vote,
standard classification and funding )
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Variances explained in Supporting Table C5

The capital budget of R1,035,000.00 consists mainly of the Swartvlei Septic Tank Project of
R200,000, Pool Vehicle of R120,000, Emergency Equipment R255,000, IT Equipment
R150,000, Finger Scanner R200,000, Smoke Detector R30,000, Council Chamber Revamp
R30,000, Steel cabinets R25,000, and Steel shelves of R25,000.00.

The total expenditure to date are low as this is the first period in the new financial year and
are all projects in the planning or SCM process plan. Expenditure on capital are estimate to
increase from the 1% or 2" period
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3.1.6 Table C6: Monthly Budget Statement - Financia | Position
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The financial statement section will only be able to implement monthly financial statements

as soon as the Annual Financial Statements for the financial year 2014/2015 is completed.

This should greatly enhance the reporting of the financial position of the municipality. In the
interim the status quo will remain. This table excludes the figures for Roads department.
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3.1.7 Table C7: Monthly Budget Statement - Cash Flo w
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Due to this being the 1% period within the financial year, cash flow reporting and other

information is minimal.

The municipal bank balance at 31 July 2015 totals R175,683,743.61 and this mainly the
Equitable Share allocation that was received in July 2015 and the cash backed items as at

30 June 2015 which must be cash backed.

A more detailed information regarding the cash position is tabled below that's giving a
breakdown of the commitments against the cash of council.
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PART 2 — SUPPORTING DOCUMENTATION
Section 4 — Debtors' analysis

Supporting Table SC3

DC4Eden - Supporting Table SC3 Monthly Budget Statement- aged debtors - 0

Dascrption Sudget Yaar 2018/15
Actua B30
Teta
3 ([P R — e —— - W - " Dabts Written
30 0ays | 3150 Days | 51-90 Days {91120 Days {121-150 Dys | 151-180 Dys {181 Dye-1 Yri Over 1yr [Tota ored -
08 Off aga nat
L -
3 thousancs i
821 1,280 8 7,553 S 553
8 2 $ 525 - - - - $.58 528 - -
£ 1, 1 8%
0 ) 12 8,587 §
Total 8y Customer Group 2500 528 1,283 £ 7525 - - - - 9,867 7525 - -

A list must be compiles to write off all long outstanding debtors. Balance
debtors amounts to R9.3m. More information will be provided in 1% quarter.

of outstanding
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Section 5 — Creditors' analysis

Supporting Table C4
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The short coming in the creditors system needs attention to ensure that more accurate
reporting can be done in terms of the outstanding long overdue accounts by council. This will
be addressed during the next financial year with more rigorous efforts to ensure a more
complete and accurate report can be presented to council.

This should improve the reporting in future in terms of outstanding creditors but for the time
being year to date the status quo will maintain.
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Section 6 — Investment portfolio analysis

6.1

Investment monitoring information

Movements for the month

Balance as at 01 | Investments Investments Balance as at Interest Interest
July 2015 matured made 31 July 2015 earned earned
Month Year to date

Eden district municipality
Interest Received YTD - -
Standard Bank 22,500,000.00 | -22,500,000.00 -35,500,000.00 | 35,500,000.00 38,373.29 38,373.29
FNB 22,500,000.00 | -22,500,000.00 -35,500,000.00 | 35,500,000.00 36,061.64 36,061.64
ABSA 22,500,000.00 | -22,500,000.00 -35,500,000.00 | 35,500,000.00 37,602.74 37,602.74
Nedbank 22,500,000.00 | -22,500,000.00 -35,500,000.00 | 35,500,000.00 38,280.83 38,280.83
Standard Bank - Bank
Guarantee investment 125,049.46 125,049.46
BANK DEPOSITS 90,125,049.46 | -90,000,000.00 | -142,000,000.00 | 142,125,049.46 150,318.50 150,318.50

The investment as reported for the month of July is mainly due to the first instalment of the
Equitable Share received. As previously reported the municipality invest access funds on a
30 days short-term investment period in order to maximise the interest received and to have
cash readably available when needed. This should be done in line with the Cash

Management and Investment policy of council.
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Section 7 — Allocation and grant receipts and expen  diture

7.1 Supporting Table C6
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Performance reporting on grants will be enhanced to ensure compliance with the Division of
Revenue Act that stipulates reporting on all grant performance should be done from the
receiving officer.

All other unspent balances will be addressed during the roll-over application process of
National Treasury to ensure the municipality apply for unspent balances as required.
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7.2 Supporting Table C7
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Performance reporting on grants will be enhanced to ensure compliance with the Division of

Revenue Act that stipulates reporting on all grant performance should be done from the
receiving officer.
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Section 8 — Expenditure on councillor and board mem bers allowances and employee
benefits

Supporting Table C8
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Remuneration related expenditures year to date amounts to R7,555,377.61 which represents
a 81% of the total expenditure year to date budget.
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Section 9 — Municipal manager’s quality certificati on

For the month ended 31 JULY 2015 (month/year) has been prepared in accordance
with the Municipal Finance Management Act and regulations made under the Act.

Gw. lowd

Print name

Accounting Officer / Chief Financial Officer of EDEN DISTICT MUNICIPALITY DC4

(name and demarcation of municipality)
i ,M\
Signature >

(‘f—/oi‘/ s

Date

YORKSTRAAT 54 vork sTReet 12 georaE 8530
B (044) 803 1300 = (044) 874 6626 E-POS/E-MAIL: rekords@edendm co.za, WEBSITE

www.edendm co za
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