
AGENDA OF THE SPECIAL MAYORAL COMMITTEE MEETING: 12 JUNE 2020 

 
 
5. 
REPORT ON THE PROPOSED SPECIAL ADJUSTMENTS BUDGET (COVID-19)  
FOR 2019/2020 
 
5/1/1/21 – 2019/2020 
BA King Senior Manager: Financial Services 
8 June 2020 (028) 313 8154 

 
1. Executive Summary 

 
Report prepared in terms of section 6.7.2.(f) of Government Notice No. R.399 
of Regulation Gazette No. 11063 dated 25 March 2020, exemptions in terms of 
Government Notice No. 429 dated 30 March 2020 from the Local Government: 
Municipal Finance Management Act, 2003 (MFMA) and guidance in terms of 
paragraph 1 of the Annexure to MFMA Budget Circular 99 dated 8 April 2020, 
for a Special Adjustments Budget relating to COVID-19.  

 
2. Service Delivery and Budget Implementation Plan - IGNITE 

 
Directorate Finance  
Financial Services  

 
3. Compliance with Strategic Priorities 

 
Provision of democratic, accountable and ethical governance 
Provision and maintenance of municipal services 

 
4. Delegated Authority 

 
None 

 
5. Legal Requirements 

 
Local Government: Municipal Finance Management Act, 2003 (Act 56 of 2003) 
(MFMA); 
Government Notice No 313 of 15 March 2020 in terms of section 27(1) of the 
Disaster Management Act, 2002 (Act No. 57 of 2002) 

 
6. Background/Discussion 

 
The following extract from the Draft Budget tabled in Council on 25 March 2020 
refers: 

 
 “President Cyril Ramaphosa has declared a national state of disaster on 15 March 
2020 and announced stringent measures to contain the spread of Covid-19, such as 
travel restrictions on foreigners from hard-hit countries, a ban on mass gatherings of 
more than 100 people, and the closure of schools. According to the President, the 
cabinet anticipated that the pandemic would have a “significant and potentially 
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lasting” impact on the economy, and was finalising a package of measures to mitigate 
its impact. Reference was made to a dramatic decline in economic activity in our 
trading partners in the past few weeks, a sudden drop in tourism and severe 
instability across global markets.’’ 

 
Overwhelming uncertainty in terms of what has evolved in the past few months 
as an international crisis with the outbreak of COVID-19 and the dire situation 
with regard to the state of the national economy which unfolded is regarded a 
matter of extreme concern for all role-players in the private sector (including 
manufacturing, business and corporate sector), as well as for the three spheres 
of government (national- provincial and municipal). 

 
The South African economy was already under significant pressure due to a 
myriad of challenges including load shedding, funding of underperforming 
SOE’s and ongoing labour market tension prior to the COVID-19 international 
crisis. The onset of the COVID-19 pandemic, when combined with existing 
South African domestic challenges has created an uncertain and risk-off 
investment environment.  

 
The current sinking fund investment portfolio, with capital guarantees is also 
exposed to the unstable economic situation in South Africa. These portfolios 
need a growing economic environment for the investments to deliver inflation 
beating returns.  The item below related to Fair Value adjustment for long term 
investments has been included to reflect current market value as at the end of 
April 2020. The Budget Steering Committee will consider the performance of 
the sinking fund investment during the compilation of the 2021/22 Budget in 
order to ensure alignment of funding available at the end of the term. 

 
Against this background, various measures have been announced, inter alia, 
that municipals councils table a Special Adjustments Budget by 15 June 2020, 
to ‘’revise their budgets to prioritise programmes and projects aimed at 
combatting the spread of COVID-19’’.  

 
In this regard, the current 2019/2020 budget was reviewed. 

 

 Operational Budget Amendments 
 

The expenditure and revenue budget is set to increase by R13,7m and 
R11,4m respectively. This relates to the reprioritisation of expenditure and 
a review of revenue.  

 
Mainstream operational expenditure adjustments are as the following: 
 

Covid-19 Projects R2 170 330 

Expenditure budget reprioritised to COVID-19 -R2 170 330 

Additional Humanitarian Relief R850 000 

Expenditure budget reprioritised to Humanitarian 
Relief 

-R850 000 

Local Government Support Grant (LGSG) R650 000 
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Municipal Disaster Relief Grant (MDRG) R111 646 

Additional expenses for overtime and stand-by R5 246 002 

Salary budget savings reprioritised to COVID-19 -R5 246 002 

Additional Bulk Purchases: Electricity: ESKOM R2 000 000 

Fair Value adjustment for long term investments R11 000 000 

  

 Mainstream revenue adjustments are the following: 
 

Local Government Support Grant (LGSG) R650 000 

Municipal Disaster Relief Grant (MDRG) R179 000 

Additional services revenue for electricity & water 
from households  

R8 000 000 

Reduced property rates and interest on property 
rates 

R1 000 000 

Additional Interest on Investments R3 600 000 

 
Further details of the special adjustments budget proposals are listed in 
Annexure B. 

 
The proposed revised Revenue and Expenditure budget for 2019/2020 is 
included as Schedule 2. 

 

 Capital Budget Amendments 
 

The capital expenditure budget for 2019/2020 will see an increase of 
R67 354 for capital expenditure relating to the newly announced Municipal 
Disaster Relief Grant (MDRG) to municipalities. 
 
Furthermore, regarding further measures to reduce costs, the envisaged 
additional external loan of R20,3m for 2019/2020 as contained in the 
recommendation of the approval of the 2019/2020 MTREF has reference: 

 
‘’4. that the Municipal Manager be authorised to sign all the necessary 
agreements and documents to give effect to the 2nd draw down of the 
proposed three year borrowing programme for external loans amounting 
to R54 million per year, as well as for the loan of R20,3m for the 
Hermanus Waste Management Facility;’’ 

 
It should however be noted that the Loan of R20,3m for the Hermanus 
Waste Management Facility will no longer be taken up in terms of the 
recommendation of the Budget Steering Committee and that this project 
be funded through the existing loan facility as approved by Council in 
combination with a lesser amount received from insurance claims. Before-
mentioned approach in terms of the revision of the final 2020/21 Budget 
approved by Council and the planned COVID-19 adjustment budget which 
was due for tabling in June 2020. 
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It should also be noted that a further amount of R60,7m for 2019/2020 
capital projects were identified for roll-over to the 2020/2021 MTREF 
Budget, as a result of construction and other procurement delays resulting 
from COVID-19. 

 
The proposed revised Capital budget for 2019/2020 is included as 
Schedule 3. 

 

 Financial Position and Cash Flow 
 

The budgeted financial position and cash flows have been adjusted in 
alignment with the special adjustments budget proposals. 

 
The impact of COVID-19 on the collection rate and cash flow relating to 
consumer debtors’ is constantly being monitored and assessed for 
collectability. 

 
7. Financial Implications 

 
Operating Budget 

 
Summary: 
 

   CHANGES 

EXPENDITURE INCREASE R13 761 646 
REVENUE INCREASE R11 429 000 

NETT DECREASE IN SURPLUS R2 332 646 

 
Capital Budget 

 
The total capital budget has increased by R67 354. 

 
8. Staff Implications 

 
No additional staff expenditure. The impact of additional operational overtime 
and standby has been managed within the salary budget envelope. 

 
9. Comments from other Departments, Divisions and Administrations 

 
None. 

 
10. Schedules & Annexures 

 
Schedule 1: Budgeted financial performance (revenue and expenditure by 

municipal vote) 
Schedule 2: Budgeted financial performance (revenue by source & 

expenditure by type) 
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Schedule 3: Budgeted multi-year capital appropriations by standard 
classification (vote) and associated funding by source 

Schedule 4: Budgeted financial position 
Schedule 5: Budgeted cash flow 
Schedule 6: Cash backed reserves and surplus reconciliation 
Schedule 7: Asset management 
Schedule 8: Basic service delivery measurement 
Schedule 9: Budgeted financial performance (revenue & expenditure by 

standard classification) 
Schedule 10: Budgeted capital appropriations by municipal vote 
 
Annexure A: Legislation for the Special Adjustments Budget 
Annexure B: Special Adjustments Budget Proposals 
Annexure C: B Schedule (Municipal adjustments budget tables) 

 
RECOMMENDATION TO THE COUNCIL: 
  

1. that, in terms of section 28(2)(b) to (g) of the Local Government: Municipal 
Finance Management Act, 2003 (Act 56 of 2003), the Special Adjustments 
Budget (COVID-19) for 2019/2020 be approved 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 

  
2. that the following schedules be noted: 

 
 Schedule 9: 

 
Schedule 10: 

Budgeted financial performance (revenue & expenditure 
by standard classification) 
Budgeted capital appropriations by municipal vote 

  
3. that the additional R20,3m external loan funding for 2019/2020, as 

recommended in the Original Budget for 2019/2020, not be incurred and be 
funded within the current available funding envelope;  and   

  
4. that the roll-over of further projects amounting to R60,7m for 2019/2020 to 

the 2020/2021 MTREF Budget be noted. 
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RESPONSIBLE OFFICIAL : BA KING 
 
TARGET DATE FOR IMPLEMENTATION : 17 JUNE 2020 
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