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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. 
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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. 
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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 28 February 2014. 
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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 28 February 2014 year to date. 

 

2.2 Consolidated performance 

2.2.1 Against annual budget (original) 

Revenue by source 

Operating revenue for the period ending 28 February 2014 totals R127.4m or 73% of the Revenue 

Budget. Please note that during the Adjustment budget process the municipality included the 

Budget for the Agency Function Roads but this is excluded from the Financial Management 

Reporting in terms of the MFMA. The reason for the 73% achievement is the payment of the RSC 

equitable share grant in advance as well as other conditional grants received. 

Operating Expenditure by type 

Operational spending totals 53% or R91, 398m of the Eden Operational Budget.  

 

Capital Expenditure  

The Capital budget was adjusted to R6, 935,000 in the Adjustment budget that was approved by 

council in January. Additional information regarding the capital expenditure will be provided in the 

report. 

 

2.3 Material variances from SDBIP 

Variance in terms of the SDBIP is dealt with on a quarterly basis in terms of the performance 

management requirements. The municipality adjusted the SDBIP during the January Adjustment 

budget process and reporting on these revised KPI will be implemented. 

 

2.4 Remedial or corrective steps 

No remedial or corrective steps implemented. 

 

2.6 Conclusion  

Detailed analysis of the municipal performance for the year ending 28 February 2014 will be 

presented under the different sections of the report.  
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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 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 

The majority of the revenue was received by the executive and council subsection. Revenue 

included is the RSC equitable, interest received and other conditional grants received. 
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The majority of expenditure is incurred by the Governance and administration. Reasons are: 

• Councillor Remuneration allocated to executive and council section 

• Administrative functions allocated to this function. 

• Audit fees, SALGA membership fees, Compensation commissioner are allocated to the 

executive and council section. 
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Operating Revenue: 

Operating revenue as reported above totals 73% of the budget for the year ending 28 February 

2014. The bulk of this income is received from National Treasury EQS allocations. Municipality 

received above expected interest on investments and conditional grants paid in advance. 

Due to the stricter cash flow management practices implemented by council, delays in project 

commencement, investments and current account outperformed the budgeted projections. Finance 

projected conservatively for interest income for the 2013/2014 financial year due to the economic 

climate and general conditions of the economy. 

 

Operating Expenditure 

Year to date operating expenditure totals 53% of the Operating budget. Non-cash items contribute 

to this low expenditure. A total of R16.5m of the expenditure budget of R173, 593m is attributed to 

non-cash items. 

During the month of February finance started implementing accounting for depreciation on a 

monthly basis. Retrospective from 1 July 2013 an amount of R4, 377m was allocated to this cost 

category. This practice should significantly improve the expenditure reporting for the coming 

months. 

Other non cash items e.g. post retirement actuarial valuations, provision for alien vegetation, etc, 

will only be calculated at year end as there are costs involved to perform the calculations by 

experts and will not be cost effective, cost outweighs the benefit to perform these calculations 

monthly. 



12 

 

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.  

As explained above the municipality adjust the Budget of Council with the Income and Expenditure 

for the Agency function Roads. This budget is reflected under the Roads Transport function of the 

GFS classification per municipal vote. Total budget for this Agency Function totals R99, 869m. 

The reason why this revenue was include in the adjustment budget was based on audit finding nr 1 

of 2013 by the Auditor General, which stated this revenue must be treated as revenue from 

exchange transaction and not as a grant. 

The CFO disagreed with the finding of the AG as this is not an exchange transaction, but due to 

shortcomings in the signed SLA and other technical matters the financial statements were adjusted 

as per the AG’s recommendation. 

A district municipal task team has been established. The first meeting was in Worcester and 

attended by the mayors, MM’s, CFO’s, Provincial Treasury and Department of Public Transport. A 

smaller task team was established consisting of the CFO’s to clarify the accounting treatment with 

PT, AG, and other roleplayers to ensure GRAP standards are: 

• Consistently applied by all district municipalities 

• Clarify how the accounting treatment should be discussed 

The second task team meeting will be held in Moorreesburg on the 17th of March 2014. 
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The service level agreement to be signed for the 2014/2015 financial year must be revisited and 

adjusted. 
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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: 

Rental of facilities recorded 85% year to date performance against projected Adjustment Budget 

information. Finance implemented a conservative approach during the Adjustment budget process 

in January; this is also reflected in the performance of Operating income for this source. Probability 

that the actual income will outperform the budget for the financial year is highly probable.  

Rental of facilities and Sundry income, accounts for the majority of the income recorded under 

Resorts in terms of the municipal accounting system. Resorts income totals 58% of adjustment 

budget estimates. This was due to stricter management practices implemented at the resorts and 

all monies owed by visitors were paid. 
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A Resort Task Team has been established to investigate the operation of the resort and identify 

arrears of improvement. 

The Agency function income is also recorded under this section as reported previously, no 

reporting is done on this component of the budget. 

 

Interest earned – External Investments: 

Year to date interest earned on investments and the current account outperformed budgeted 

projections. Finance implemented a conservative approach with the estimation of interest income. 

Year to date performance totals 116% of budget. 

 

Transferred recognised – operational 

This is mostly grants as reported in the annual National and Provincial Division of Revenue Acts on 

an annual basis. The municipality received the majority of its funds from EQS allocations and to 

date a total of R97, 252m was received. This is the replacement grant after the abolishment of the 

RSC levies.  

 

Other revenue / Sundry income 

Recorded under other revenue are the Agency function grants in terms of the Roads Agency 

function. To date no reporting is done in terms of these funds as function. Other items for other 

revenue included the Firefighting fees, agreements etc. 

 

Gains on disposal of PPE (Sale of Land) 

The municipality planned to use the sale of land of R8, 000,000 as funding source for the Capital 

project – Regional Landfill Site. This decision was retracted during the Adjustment budget process 

and the decision was made to use own funds to finance the Capital project during the 2013/2014 

financial year. More information regarding this will be provided under the explanation of the capital 

budget 

 

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 

Finance as part of its pre-audit and in response of the Auditor General findings is busy reviewing 

the outstanding debtor balances to ensure that old outstanding debt is collected or written off. From 

February 2014, depreciation is recorded on a monthly basis. 
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Finance charges 

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. It is envisioned that no additional loans will be taken up for the coming financial year 

2014/2015. 

The outstanding loan balance at the end of February 2014 totals R2, 184,861  

 

Contracted services 

Spending on contracted services total 50% or R5, 498,968 for the year ending 28 February 2014. 

Most of the spending is for contract related spending and this is continuous and ongoing. The fire 

department also makes extensively used of contracted services and the majority of their service 

level agreements with the respective B-municipalities is accounted for under contracted services. 

The contracted services of the Public safety function accounts for 56% of spending year to date. 

 

Other expenditure 

Other expenditure reflects all other expenses not identified specifically. The spending on other 

expenditure is below par, this is due to the non-cash items that’s only accounted for in June 2014 

with the compilation of financial statements e.g. actuarial valuation of post retirement benefits, 

other provisions, etc. 
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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 

 

 

The capital budget was adjusted during the January council meeting from R8, 875,000 to R6, 

935,000. This is mainly due to the following: 

The capital project Purchase of the Regional Landfill site was originally budgeted at R8, 000,000. 

After negotiations, the contract value was reduced to R5, 800,000. Project funding source was 

originally identified as Sale of Land, but the decision was retracted and internal funds 

(Contributions from CRR) were identified as the funding source with the January adjustment 

budget process. The municipality’s intention is to initiate the process of Public Private Partnerships 

(PPP). The initial investment will then be recovered by means of this PPP agreement 

This project is ongoing and conclusion of this transaction and spending of the funds must be 

completed before 30 June 2014. This project is the major contributor to the Capital Budget 

spending. 

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

section. This project is ongoing and SCM processes will commence within the next couple of 

months and completed before 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 to 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. From February 2014 depreciation is reported 

monthly. 
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3.1.7 Table C7: Monthly Budget Statement - Cash Flow 

 

The municipality completed the project: Long term financial plan with the service provider INCA. 

This document will inform council regarding the cash flow requirements and needs of council in 

order to ensure a sustainable municipality. This report served at the financial services portfolio 

committee meeting held on 13 March 2014. 

The reporting of credible cash flow information is a challenge. Finance is in the process of 

engaging with their banking partner Standard bank to seek assistance on how this can be 

enhanced and improved. 

The cash balance as reported is the bank balance as at the end of February 2014. 

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 

 

The finance department (income) will commence with the debtor management procedures in 

March 2014 to recover the outstanding balances. Legal department provided finance with the 

necessary template documentation to assist in the collection process. 

Outstanding debtor balances at the end of February totals R13, 188m. 
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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. 

The finance department is dependant on the other departments to submit the supporting 

documentation timeously to ensure payment is within the prescribed 30 days. 
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Section 6 – Investment portfolio analysis 

 

6.1 Investment monitoring information 

              

    Movements for the month 

Balance as at 
28 Feb 2014 

Interest 
earned  

Interest 
earned   

Balance as at 
01 Feb 2014 

Investments 
matured 

Investments 
made 

          Month Year to date 

              

Eden district 
municipality             

Interest Received YTD                             -     1 387 977.78  

Standard Bank 10 000 000.00  -10 000 000.00  -7 500 000.00  7 500 000.00  59 590.23  59 590.23  

FNB 10 000 000.00  -10 000 000.00  -7 500 000.00  7 500 000.00  57 828.88  57 828.88  

ABSA 10 000 000.00  -10 000 000.00  -7 500 000.00  7 500 000.00  58 684.93  58 684.93  

Nedbank 10 000 000.00  -10 000 000.00  -7 500 000.00  7 500 000.00  60 756.16  60 756.16  

           

BANK DEPOSITS 40 000 000.00  -40 000 000.00  -30 000 000.00  30 000 000.00  236 860.20  1 624 837.98  

              

 

Administration invested access funds of R30m during the month of February 2014 on short-term 

investments with the 4 major banks. As reported previously the finance department is 

outperforming in terms of their investment revenue component on cash balances, the main reason 

is the majority of expenditure is incurred in the last quarter of the financial year. 

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

investigated 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. 

Performance reporting needs to be implemented to ensure that council adheres to the Division of 

Revenue act provisions. Finance is in the process of enhancing the monthly Finance Management 

Report to enable this and include all DORA related grants with specific emphasis on the 

performance component to address this shortcoming. 
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Section 8 – Expenditure on councillor and board members allowances and employee 

benefits 

Supporting Table C8 

 

The municipality adjusted the Salary budget from R87m to R85m with the adjustment budget 

process. This is mainly due to the non-filling of vacancies budgeted during the Original budget 

cycle and the adjustment of these budged vacancies for the Adjustment budget process. 

Salary spending currently reflects a 64% spending for the year ending 28 February 2014. This is in 

line with projections. 
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Section 9 – Municipal manager’s quality certification 

 

 


