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AGENDA: SPECIAL MAYORAL COMMITTEE MEETING 22 JANUARY 2020

10.
REPORT ON THE PROPOSED 4th ADJUSTMENTS BUDGET FOR 2018/2019
(SPECIAL ADJUSTMENTS BUDGET)

5/1/1/20 - 2018/19
BA King Senior Manager: Financial Services
16 January 2020 (028) 313 8154

1. Executive Summary
Report prepared in terms of section 28(2)(g) of the Local Government:
Municipal Finance Management Act, 2003 (MFMA) to address unauthorised
expenditure in an adjustments budget in respect of the 2018/2019 financial
year.

2. Service Delivery and Budget Implementation Plan - IGNITE

Directorate Finance
Financial Services

3. Compliance with Strategic Priority
Provision of democratic, accountable and ethical governance

4. Delegated Authority
None

5. Legal Requirements
Local Government: Municipal Finance Management Act, No. 56 of 2003

6. Background/Discussion/Evaluation/Conclusion
Background
The capital expenditure budget is approved by Council on the municipal
function level. The municipal functions reflect the functional areas according to
the mSCOA Functions/Sub-functions framework.
Unauthorised expenditure at year end would be incurred by the municipality if
either the ‘Total Capital Expenditure’ exceeded the total capital budget of the
municipality as a whole of if any of the individual budgets for any of the specific
functions ‘Capital expenditure — Functional classification’ were overspent.
Capital acquisitions of any nature, including non-cash or donations, are

regarded as expenditure and deemed as unauthorised expenditure if the total
capital budget or budget per functional area is exceeded.
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Discussion

During the finalisation of the Fixed Assets Register at financial year end and in
terms of Generally Recognised Accounting Practice (GRAP), it was assessed
that additions to the Hermanus Sports Complex (R16 320 914) and electrical
installations constructed by developers in lieu of developer’s contributions
(R8 793 492) had vested to the municipality. A review of transactions also
revealed the reclassification of certain minor assets from operational
expenditure to capital expenditure (R43 081).

The addition of these amounts to the capital expenditure incurred against the
approved capital budget resulted in certain functional area budgets reflecting
overspending. The proposed capital expenditure adjustments are listed in
Annexure A.

These additions increased the total capital spend to R173 682 080 (99.39%) of
the total approved capital budget of R174 748 163. Thus, no overspending of
the total capital budget occurred.

Evaluation

The inclusion of these transactions in the Annual Financial Statements ensured
fair representation of the financial affairs of the municipality, notwithstanding
the impact on the approved capital budget. The table in Annexure A indicates
the position of the respective functional areas before and after the particular
adjustments were passed for the Annual Financial Statements. Legislation
provides for a special adjustments budget to approve the unauthorised
expenditure.

Conclusion

Council may, in terms of section 28(2)(g) of the Local Government: Municipal
Finance Management Act, 2003 (MFMA), read with section 23(6) of the
Municipal Budget and Reporting Regulations, approve the unauthorised
expenditure when the Annual Report is tabled in Council.

7. Financial Implications

Capital Budget

ORGINAL AMENDED UNDERSPENT) /
CAPITAL EXPENDITURE - FUNCTION BUDGET BUDGET ActuaL | OVERSPENT)
Energy sources 24 772 000 20 455522 28893 042 8 437 520
Sport and recreation 8 057 184 8 006 958| 23922 928 15915 970
Finance and Administration 6 311 267 6 900 083 6 936 200 36 117
Waste management 1 540 000 1496 791 1498 982 2191
Housing 35467 297 34 271 213| 34275 986 4773
24 396 571
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8. Staff Implications

None

9. Comments from other Departments, Divisions and Administrations

None

10.Annexures

Schedule 1:

Schedule 2:

Schedule 3:

Schedule 4
Schedule 5:
Schedule 6:
Schedule 7:
Schedule 8:
Schedule 9:

Schedule 10:

Annexure A:
Annexure B:

Budgeted financial performance (revenue and expenditure by
municipal vote)
Budgeted financial
expenditure by type)
Budgeted multi-year capital appropriations by standard
classification (vote) and associated funding by source

Budgeted financial position

Budgeted cash flow

Cash backed reserves and surplus reconciliation

Asset management

Basic service delivery measurement

Budgeted financial performance (revenue & expenditure by
standard classification)

Budgeted capital appropriations by municipal vote

performance (revenue by source &

Summary of adjustments budget items
B Schedule (Municipal adjustments budget and supporting
tables)

RECOMMENDATION TO THE COUNCIL:

1.

that, in terms of section 28(2)(g) of the Local Government: Municipal Finance
Management Act, 2003 (Act 56 of 2003), the 4" Adjustments Budget for
2018/2019 be approved, in order to address unauthorised expenditure
incurred, amounting to R24 396 571 in respect of capital expenditure, as set
out in the following schedules:

Schedule 1:

Schedule 2:

Schedule 3:

Schedule 4:
Schedule 5:
Schedule 6:
Schedule 7:
Schedule 8:

Budgeted financial performance (revenue & expenditure
by municipal vote)

Budgeted financial performance (revenue by source &
expenditure by type)

Budgeted multi-year capital appropriations by standard
classification (vote) and associated funding by source
Budgeted financial position

Budgeted cash flow

Cash backed reserves and acc. surplus reconciliation
Asset management

Basic service delivery measurement
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2. that the following schedules be noted:
Schedule 9: Budgeted financial performance (revenue & expenditure by

standard classification)
Schedule 10: Budgeted capital appropriations by municipal vote

RESPONSIBLE OFFICIAL : BA KING

TARGET DATE FOR IMPLEMENTATION : TO BE NOTED
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SCHEDULE 10
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SUMMARY OF UNAUTHORISED EXPENDITURE 2019

}a\w&uiﬁ f‘ufzh

ORGINAL AMENDED UNDERSPENT) /
CAPITAL EXPENDITURE - FUNCTION BUDGET BUDGET actuaL  f¢ WEHSPE"T)
Energy sources 24 772 000 20455 522 28 893 042 8 437 520
Sport and recreation 8057 184 8006 958 23922928 15 915 970
Finance and Administration 6 311 267 6 900 083 6 936 200 36 117
Waste management 1 540 000 1 496 791 1 498 982 2191
Housing 3b 467 297 34 271 2131 34 275 086 4773

24 396 571
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EXTRACT FROM THE NOTES TO THE ANNUAL FINANCIAL STATEMENTS FOR 30 JUNE 2019

45, Unauthorised expenditure
Operatonal expenditure

Alfz

Thers was no overspending on the 1olal amount appropnated or the 1otal amounl par vole appropriated in the municipaity's

approved cporational budgei for the pared under review

The over expenditure incumred on capital by municipal functions during the year is auributable o the following

caegories:

Non-cash 24,353,490
Cash 43,081

24,306,5M

Overspending of the total amount appropriated In the municlipality's approved capital budget

Electricity 8,437,620
Sport and recreabion 15,915,970
Finance and administration 36,117
Waste management 219
Houzing 4,773

24,306,5M




The B Schedule Budget Tables is a Nafional Treasury template that is, in many
instances, sheet & cell protected. It should be noted that some tables contain
inconsistent formatting and/or formula errors, which displays some table layouts and
data incorrectly. As the inclusion of the Budget tables in the Budget Report is a
requirement of the Budget Regulations, the tables are displayed according to the
formulae and formatting from the protected excel worksheets & cells’
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~ Munitipality Name:

CFO Namco:
LEEAE 925 313 8040

il

Date of Adjustments Budget 1.202 o
MTREF: Budget Year: 2(018/19

Does this municipality have Entities? _ ' _
If YES: 1den,tif\.:- type of report; _
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e o el
[ipumg ol ol

s
DRECfon Flamed
Ol Domictar: Frignts
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WLG32 Qversirand - Conlacl Infermalion
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WWCO32 Overstrand - Table B1 Adjustmerts Budget Summary - 2204 2001
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QUALITY CERTIFICATE

[, CC Groenewald, the Municipal Manager of Overstrand Municipality hereby certify
that the 4™ Adjustments Budget (Special Adjustments Budget) for 201872019
and supporting documentation have been prepared in accordance with the
Municipal Finance Management Act and the regulations made under the Act, and
that the adjustments budget and supporting documentation are consistent with the
integrated Development Plan of the municipality.

Print Name CC Groenewald

Municipal manager of Overstrand Municipality (WC032)

.

—
Date fé-ﬂiu?o-’en

Signature
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