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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. 
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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. 

 



5 

 

 

Legislative Framework 

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

 

The Municipal Finance Management Act – No. 56 of 2003 

Section 71: Monthly budget statements 

 

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

reporting regulations 
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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 56 of 2003 

 

RECOMMENDATION: 

That Council notes the monthly report and any other supporting documentation on the 

implementation of the budget and the financial affairs for the month ending 31 December 2013; 
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Section 2 – Executive Summary 

2.1 Introduction 

These figures are presented in terms of section 71 of the MFMA. The information is presented for 

month of 31 December 2013 year to date. 

2.2 Consolidated performance 

2.2.1 Against annual budget (original) 

Revenue by source 

Year to date operating revenue ending December 2013 equals 68% of budget. This is mainly due 

to the Equitable Share RSC replacement grant that was received in the 2nd quarter. 

 

Operating revenue by type 

Currently operating expenditure is 38% or R65.8m of budget. Excluding the non-cash items from 

the calculations will results in expenditure reflection a 41% spending level. 

 

2.3 Material variances from SDBIP 

Service Delivery and Budget Implementation plan variances is not dealt with as part of this report. 

The municipality mainly processed adjustment to the SDBIP during the January Adjustment budget 

process. 

 

2.4 Remedial or corrective steps 

This will be dealt with during the adjustment budget process in January 2014. 

 

2.6 Conclusion  

Detailed analysis of the municipal performance for the year ending 31 December 2013 will be 

presented under the different sections of the report. More information regarding the municipal 

performance and explanations will be provided below.  
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Section 3 – In-year budget statement tables 

3.1 Monthly budget statements 

3.1.1 Table C1: s71 Monthly Budget Statement Summary 
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3.1.2 Table C2: Monthly Budget Statement - Financial Performance (standard 

classification) 

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 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: 

Table C2 reflects the financial performance per Standard Classification and shows that most of the 

municipal funds are received under the Executive and Council classification. This is because the 

municipality budgets most of its income under the Governance and administration function of the 

Government Financial Statistics (GFS) classification.  

The operating revenue reflects a 68% year to date reported income. This is mainly funds receives 

from the Equitable share replacement grant allocated in terms of the National Division of Revenue 

Act (DORA) yearly. The municipality received a total of R97.52m year to date in terms of the 

Division of Revenue Act (DORA) Equitable Share allocation. Budgeted funds receivable from 

Equitable Share represents 74% of the municipal budgeted income. 

As previously reported funds budgeted under the Sport and Recreation reflects during the 2nd 

quarter of the budget year. This is due to the seasonal effect of the operations of het resorts. Total 

income year to date received for the resorts equals 70% of budgeted amounts. 

 

Operating Expenditure 

Operating expenditure reflects a 38% spending year to date. Excluding the non-items from the 

budget, that is Provisions, Depreciation, Bad debts the spending percentage (%) is calculated as 

41%. Performance of operating expenditure is below the 50% margin for straight line comparisons. 

This is mainly due to the non-cash items not accounted for on a monthly or quarterly basis. Various 

challenges are being experienced with accounting for non-cash items like deprecation and 

provision on a regular basis.  

Finance is in the process of ensuring that measures be implemented to ensure this reporting. As 

soon as this can be instituted performance of operating expenditure should improve. Drafting of 

monthly financial statements would remedy this shortcomings in the financial reporting. 

Management will be continuously informed regarding the process of these measures. Additional 

explanation of the various expenditure items will be provided further in this report. 
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3.1.3 Table C3: Monthly Budget Statement - Financial Performance (revenue and 

expenditure by municipal vote) 

 

Revenue and expenditure reflects the operating performance per municipal vote. This is in 

accordance with the Government Financial Statistics (GFS) classification of the National Treasury.  

Most of the municipal income is budgeted under the Executive and Council functions. Sport and 

Recreation (Resorts) is the other main municipal function where income budgeting is recorded. 

Expenditure per municipal vote is distributed to ensure that the municipal expenditure reflects the 

functions where expenditure is allocated. This is done to ensure implementation of the Integrated 

Development Plan (IDP) and for Annual Reporting. 
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3.1.4 Table C4: Monthly Budget Statement - Financial Performance (revenue and 

expenditure) 

 

Revenue by Source 

Revenue by sources explains the types of incomes budgeted for and the performance of their 

items individually. 

 

Rental of facilities and equipment: 

Actual revenue recorded for the 1st six months totals 44% of budgeted amounts. Finance needs to 

investigate the feasibility of the budgeted amount and implement corrective measures to ensure 

performance will be as per budget. This will be done as part of the adjustment budget process.  
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Interest earned – External Investments: 

Actual performance for the year to date totals 96% of budget. This is mainly due to the diligent 

investment of surplus funds over the reported period. Municipality invest all excess funds in capital 

secured short terms investments with the 4 major banks as per the investment guidelines. 

Adjustments to the interest earned budget needs to be processed due to the better than budgeted 

performance of the item. This will be done during the adjustment budget process in January 2014 

currently underway. 

 

Transferred recognised – operational 

Mainly consist of RSC Replacement Equitable share grant. This grant is used to fund the 

operational activities of council. The 2nd instalment of the grant was received during November 

2013. These also contribute to the above planned performance of the operating revenues. 

 

Other revenue 

Other revenue reflects a performance of 56.6% of budgeted amounts. Included in other revenue is 

income receive in terms of the different service level agreements with the B municipalities. 

Municipal accounts billed to customers, example firefighting accounts and various other sources of 

income reflected under other revenues. 

 

Gains on disposal of PPE (Sale of Land) 

Funds receivable from the disposal of Property Plant and Equipment (PPE) were earmarked for the 

financing of the Regional Landfill Site. Currently in the process it doesn’t seem likely that this will 

be realised given the short period of time available. The municipality is investigating alternative 

sources of finance. The total amount required for the project also needs to be adjusted and this will 

be addressed during the adjustment budget process. 

 

Expenditure by Type 

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

 

Employee Related cost / Remuneration of councillors 

See explanation under section 8 of the document.  

 

Debt Impairment / Depreciation and asset impairment 

As explained above this in non-cash items of council. Finance is in the process of implementation 

processes to ensure that the financial system can account. 

 

Finance charges 
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Loan repayments are processed in March and September yearly. A separate report is tabled to 

council in terms of Section 46 of the MFMA. No new loans have been taken up for the 2013/2014 

financial year. 

The outstanding loan balance at the end of December 2013 totals R2, 085,098. Loan repayments 

are processed during the months of March and September yearly.  

 

Contracted services 

Expenditure for contracted services totals R4.1m or 37% of the budget. Type of expenses that is 

processed through contracted services is monthly service agreements, rental contracts and all 

contracts where the obligation and responsibility of the municipality to pay the account is fairly 

determinable. Finance needs to investigate and interrogate the expenditure on contracted services 

more rigorously to ensure that optimal use of resources and value for money is achieved. 

 

Other expenditure 

Other expenditure reflects below par performance of 24% for the 6 months against a projected 

performance of 50% ending 31 December. This is mainly due to the non-cash items not being 

accounted on a more regular basis and this contribute to the low spending percentage. As 

accounted and mentioned above the finance needs to invest in measures in ensuring that more 

regular reporting of this expenditure can be achieved. This will result in a more accurate reflection 

of expenditure on other expenses.  
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3.1.5 Table C5: Monthly Budget Statement - Capital Expenditure (municipal vote, standard 

classification and funding) 

Variances explained in Supporting Table C1 

 

As previously reported the main capital project for the financial year is the Regional Landfill site 

with a projected budget of R8m. The municipality is currently experiencing problems with the 

funding source which was identified as SALE OF LAND (Gains on the sale of PPE). Administration 

is in the process of identifying alternative funding sources. The likelihood that this project will 

commence within the financial year is very good.  

Low capital expenditure is therefor reported as a result of the challenges experienced mentioned 

above. 

Another major project is the Fire fighting vehicles for the Public Safety (Emergency Services) 

department. This project is ongoing and implementation will commence within the next couple of 

months with completion date 30 June 2014. 
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3.1.6 Table C6: Monthly Budget Statement - Financial Position 

 

Table C6 reflects the effect of the combination of the capital and operating implementation of the 

budget on council’s Financial Position. Currently the municipality is unable to report on these 

effects to date due a number of reasons. The challenges with the financial system to report on 

Depreciation and Asset Impairment on a more regular basis and the integration of various 

components all contributes to this non-reporting. Finance is in the process of implementing 

measures to ensure that better reporting is presented to Council that reflects the operating 

activities more accurately 
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3.1.7 Table C7: Monthly Budget Statement - Cash Flow 

 

Finance currently struggles with reporting on cash flow information on a regular basis. This is 

mainly due to the operating systems of the municipality not being able to provide the information. 

We are in the process of addressing this issue and as soon as it’s finalised we will improve 

reporting on cash flow. 

 

The closing balance of the cash flow report is a true reflection of council’s financial position in 

terms of cash flow. This balance is comprised of R51.8m on short-term investments and an 

operational balance. As discussed in the above document these funds are mainly the RSC 

replacement EQS grant received from National Treasury that is funding the operational activities of 

council. 

Funds currently invested in short-terms investments do not reflect in this Cash flow balances. 

More information regarding this is reported under section 6 below. 
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PART 2 – SUPPORTING DOCUMENTATION 

Section 4 – Debtors' analysis 

Supporting Table SC3 

 

Debtor management is a major challenge experience by the financial administration. This is mainly 

due to a lack of a policy, which the administration plans to table to council during the coming 

council meeting process. 

The debtor balances needs to be investigated and a report table to council for the write-off of old 

balances outstanding for longer than 3 years. Finance was in the process of compiling this report 

and tables it during the December 2013 council meeting. Due to capacity and time constraints this 

could however not be done. We envisioned and plan to table a report to the next council meeting 

informing council of the status of the Debtors. 
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Section 5 – Creditors' analysis 

Supporting Table C4 

 

The Creditors analysis is the reflection of outstanding creditors not paid. Due to lack of an 

integrated financial System there is an element for adjustments to be in order to provide an 

accurate account of the state of council’s affairs. This is being addressed and we hope to 

implement measures soon in future to ensure that reporting to council is improved. 

Council adheres to the MFMA requirement of paying creditors within 30 days of invoice or 

statement date where applicable. 
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Section 6 – Investment portfolio analysis 

 

6.1 Investment monitoring information 

                

    Movements for the month 

Balance as at  
31 Dec 2013 

Interest 
earned  Interest earned   

Balance as at 
01 Dec 2013 

Investments 
matured 

Investments 
made 

          Month Year to date   

                

Eden district 
municipality          Saldo  1 031 773.86    

Standard Bank 11 500 000.00      11 500 000.00        

FNB 11 500 000.00      11 500 000.00                   -       

ABSA 11 500 000.00      11 500 000.00                   -       

Nedbank 11 500 000.00      11 500 000.00                   -       

    

BANK 
DEPOSITS 46 000 000.00   

 
46 000 000.00                   -   1 031 773.86  

 
                

Administration invested access funds of R46m during the month of November on short-term 

investments with the 4 major banks. This investment is due in the middle of January 2014. This is 

in line with the principles of optimising interest. 

Improvements in the cash flow forecasting and model use to monitor cash flow needs to be 

investigate to further optimise the use of cash resources. 
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Section 7 – Allocation and grant receipts and expenditure 

7.1 Supporting Table C6 

 

The report reflects the allocation of grant received as legislated in the yearly Division of Revenue 

Act. 

Currently the municipality received funds in terms of the following grants: 

• RSC Replacement levy EQS (Equitable Share) 

• Finance Management grant (FMG) 

• Municipal Systems Improvement Grant (MSIG) 

• Expanded Public Works Program (EPWP) 

• Integration Transport Grant 
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7.2 Supporting Table C7 

 

This report reflects the operational expenditure on these grants. The municipality also reports on 

these grants individually to National and Provincial Treasury. 

Finance is in the process of enhancing the Division of Revenue Act (DORA) reporting with the 

compilation of a comprehensive report to strengthen the oversight role of council. This report will 

be implemented within the next reporting cycle and should improve reporting on grant funds. 
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Section 8 – Expenditure on councillor and board members allowances and employee 

benefits 

Supporting Table C8 

 

Expenditure on employee related cost and councillor allowances totals 48% of the operating 

budget. This is below the 50% mark but included in the budget for salaries is a number of vacant 

posts that hasn’t been filled year to date by council. This in effect means that the real expenditure 

on salary related expenses is higher than projected.  

Finance is in the process of investigating the allocation of salary related expenditure and align the 

salary budget with the latest organigram approved by council. Vacant post budgeted during the 

May budgeted will also be investigated and amendments will be processed during the January 

adjustment budget. This will be discussed with the Management committee as to the feasibility of 

completing the filling of these vacancies within this financial year. 

These vacancies will also be addressed during the Mid-year budget and performance report in 

January 2014. 



23 

 

Section 9 – Municipal manager’s quality certification 

 

 


