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Introduction

This document presents a set of key indicators highlighting the main trends in city finances - using the SACN
city finances database which is based on the Annual Financial Statements produced by the cities for each
year.

City Revenue
The following graph shows total aggregate revenue for the nine cities for the period 2009 to 2013.

Figure 1: City revenue 2009 - 2013 (constant R billion)
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City revenues have increased steadily over the past 5 years. Of total revenue, average annual growth in own
revenue have grown between 6 and 16 per cent between 2009 and 2013. The negative growth in equitable
share in some cities can be attributable to the updating of the population data in this period (this is also the
reason for the double digit growth rates in some of the smaller cities and Cape Town).

Figure 2: Average annual growth in Own Revenue and Equitable Share 2009 - 2013
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Revenue from electricity charges remain the main source of own revenue for all the cities for 2013. Electricity
revenue in Ekurhuleni consisted 56 per cent of own revenue which is expected given the highly industrialised
nature of the rates base in the city.

Figure 3: Sources of city own revenue in 2013- Johannesburg and Ekurhuleni

JOHANNESBURG - OWN REVENUE - 2013 EKHURULENI- OWN R.EVENUE' 2013
Cleansing Other service Other service
Sewerage charges Cleansing  charges Property rates
3% 8 Sewerage
7% 0% Property rates 5% 0% 17%
22% 4% Fines

Water 1%

Other operating
revenue
4%

Electricity Electricity
44% 56%

Source: SACN Database

City Operating Expenditure
The following table shows real city expenditure since 2009 for the 9 cities.

Figure 4: Total operating expenditure 2009 - 2013 (constant R billion)
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Expenditures have seen a steady increase in all cities with a total annual average growth of 7 per cent
between 2009 and 2013.
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Table 1: City operating expenditure 2009 - 2013 (constant R Thousand)

Employee = Remuneration Repairs and Bulk Othe-r
2009 . Bad debts X operating Total
related costs of councillors maintenance purchases .
expenditure
JHB 5888 504 79 244 1702638 477 332 6265894 6063439 (20477051
CPT 5237528 91 329 1042 132 795 698 3322067 4204020 | 14692773
ETH 4719 555 80415 549 276 1731035 4212084 3510236 | 14802600
TSH 3534 009 63 886 504 671 1297371 3272489 3062821 (11735247
EKHU 3979894 67771 1677713 1223314 4757647 1706682 | 13413021
NMB 1478 388 47 617 202 620 440 463 1087068 1129987 ( 4386143
MANG 678 991 22971 289 738 106 841 194 007 398433 | 1690982
BUFF 772764 22 344 159 406 134 805 538 722 623972 | 2252013
MSU 672 205 22120 11542 89951 734 965 699 853 | 2230635
Employee = Remuneration Repairs and Bulk Othe'r Ave annual
2013 . Bad debts . operating Total
related costs of councillors maintenance purchases . growth
P expenditure

JHB 7 068 958 104 754 2704 657 10544200 5486284 | 26 564 087 7%
CPT 7 064 705 105 952 6063744 6344686 | 20 465 160 9%
ETH 5686 029 84 002 860 886 1688910 7170279 2813359 | 18303 465 5%
TSH 5033172 87 830 902 864 1343 341 6352382 3143170 (16862759 9%
EKHU 4217 074 83448 845 677 1789625 8060098 2516578 | 17512500 7%
NMB 1627 860 50293 388 738 450 129 2071801 1242657 | 5831478 7%
MANG 880234 41376 287 556 117 866 319319 510068 | 2156419 6%
BUFF 930637 41111 101 299 986 824 708991 | 3019052 8%
MSU 651791 31710 206 636 1302 885 537262 | 2823347 6%

Source: SACN Database

The following observations can be made from the table above:

During 2013, the City of Johannesburg had to deal with the city’s billing crisis. The City’s attempt to
deal with the loan book is reflected in the table above. The City account for the highest bad debt
allocation of all cities. Proportionally bad debt in Johannesburg also account for a larger percentage
(10 per cent) of its total operating expenditure compared to other cities in 2013 (in Manguang bad
debt account for 13 per cent of total operating expenditure, the highest of all the cities).

The growth rate in expenditure on Repairs and Maintenance since 2009 should be of concern.

O

The most worrying is what seems to be zero expenditure by the City of Cape Town on
Repairs and Maintenance (it should be noted that the data used in the table above is from
the city AFS. The City could therefore have placed the amount for Repairs and Maintenance
in Other expenditure and therefore “hidden” it.)

The City of Johannesburg spending of Repairs and Maintenance is low compared to other
cities of its size. Despite an average annual growth rate of 8 per cent since 2009, the city’s
expenditure on Repairs and Maintenance still consist only 2 per cent of its total operating
expenditure (lower than all the other cities, excluding City of Cape Town).

Most cities’ spending on Repairs and Maintenance as a percentage of total operating
expenditure have declined since 2009. The only exceptions are Ekurhuleni and Buffalo City.
Buffalo City’s expenditure on Repairs and Maintenance increased on average 17 per cent
annually since 2009. Increasing the Repairs and Maintenance budget from 6 per cent of
operating expenditure in 2009 to 8 per cent in 2013.
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City Capital Expenditure

The following graph show capital expenditure over the five year period from 2009 to 2013.

Figure 5: City capital expenditure 2009 - 2013 (constant R billion)
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Source: SACN Database

Capital expenditure over the period has been erratic, but that is mainly due to the nature of capital projects
and should therefore be looked at over a longer period of time. Over the 5 years (2009 — 2013) cities spent in

total between R1.3 billion (Msunduzi) and R26 billion (eThekwini) on capital.

Table 2: Total capital expenditure from 2009 to 2013 (constant R thousand)

. % Road of % Water of % Elec of %
Roads Water Electricity Sewerage Other Total Sewerage
total total total

R' 000 of total

JHB 2200658 2087 769 3700992 646119 15913052 | 24548 590 9% 9% 15% 3%
CPT 4 465 027 829713 2 995 996 1445949 14094047 | 23830734 19% 3% 13% 6%
ETH 3844 882 4373928 2701541 1974420 13200722 | 26095492 15% 17% 10% 8%
TSHW 3595652 2470403 2729380 1415428 5366030 | 15576893 23% 16% 18% 9%
EKHU 3111807 905 482 1933 606 456 846 5145680 | 11553421 27% 8% 17% 4%
NMB 3013 804 1254980 1056 157 689 295 2505990 8520227 35% 15% 12% 8%
MANG 1028961 326751 482 884 512 434 833996 3185025 32% 10% 15% 16%
BUFF 700 424 292 021 320490 511185 689 455 2513574 28% 12% 13% 20%
MSU 199 758 117 756 161 385 228293 595411 1302603 15% 9% 12% 18%

Source: SACN Database
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Cities and other municipalities

Among all municipalities, cities accounted for 60 per cent of total operating expenditure in 2013. This is up
from 57 per cent in 2009 suggesting that cities are becoming increasingly dominant in the municipal
landscape.

Operating Expenditure-2009 Operating Expenditure- 2013
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The same is true for cities’ expenditure on capital when compared with total municipal spending on capital.
Cities share of total municipal spending on capital has grown from 47 per cent in 2008 to 51 per cent in 2013.

Capital Expenditure-2009 Capital Expenditure- 2013
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Source: National Treasury Local Government Database

"It should be noted that in these charts cities only include the 8 metros, therefore Msunduzi's data is part of category B
municipalities.
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