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MINUTES : ORDINARY MEETING OF THE COUNCIL 28 APRIL 2021 

 
 
5.6 
BUDGET REPORT FOR THE QUARTER ENDED MARCH 2021 
 

(ITEM 8, PAGE 80 : MAYORAL COMMITTEE MEETING : 28 APRIL 
2021) 
 
THE AFRICAN NATIONAL CONGRESS REQUESTED A CAUCUS AT 11:10 
 
THE MEETING RESUMED AT 11:25 
 
RESOLVED (SUPPORTED BY 25 COUNCILLORS): 
  
that the budget report for the quarter ended March 2021, prepared as part of the 
financial reporting obligations arising from the Local Government: Municipal Finance 
Management Act, 2003 and additional information, be noted. 
 
 
RESPONSIBLE OFFICIAL : BA KING 
 
TARGET DATE FOR IMPLEMENTATION : TO BE NOTED 
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MINUTES : ORDINARY MEETING OF THE COUNCIL 28 APRIL 2021 

 
 
5.7 
SERVICE DELIVERY AND BUDGET IMPLEMENTATION PLAN (SDBIP)  
THIRD QUARTERLY REPORT: JANUARY- MARCH 2021 
 

(ITEM 9, PAGE 129 : MAYORAL COMMITTEE MEETING : 28 APRIL 
2021) 
 
RESOLVED (SUPPORTED BY 25 COUNCILLORS): 
  
that the content of the report for the third quarter of the 2020/21 financial year on the 
top level Service Delivery and Budget Implementation Plan be noted. 

 
 
RESPONSIBLE OFFICIAL : R LOUW 
 
TARGET DATE FOR IMPLEMENTATION : TO BE NOTED 
 



AGENDA of the Mayoral Committee Meeting: 
28 April 2021 

 
 
BUDGET REPORT FOR THE QUARTER ENDED MARCH 2021 
 
5/1/1/22-2020/2021     
BA King  Senior Manager: Financial Services 
21 April 2021 (028) 313 8154 

 
1. Executive Summary 

 
Report prepared as part of the financial reporting obligations arising from section 
52(d) of the Local Government: Municipal Finance Management Act, 2003 
(MFMA). 

 
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, (Act 56 of 2003) 
[MFMA] 

 
6. Background/Discussion/Evaluation/Conclusion 

 
Background 

 
This report has been prepared as part of the financial reporting obligations arising 
from the MFMA. The MFMA requires the Executive Mayor to report to Council 
on a quarterly basis on the state of the Municipality’s budget. 

 
Discussion 

 
Legislation requires that certain financial and performance information is 
disclosed in the quarterly monitoring report. The report has been prepared 
according to the standard reporting formats issued by National Treasury. 
 
The following additional information is also included: 
The Executive Mayor’s special fund report is attached as Annexure B. 
 



AGENDA of the Mayoral Committee Meeting: 
28 April 2021 

 
 

The Cost Containment Regulations, 2019 report, attached as Annexure C, 
represents the status up to the end of March 2021 (Quarter 3).  
 
The quarterly post implementation status of the mSCOA Project is attached as 
Annexure D. 
 

7. Financial Implications 
 

None 
 

8. Staff Implications 
 

None 
 

9. Comments from other Departments, Divisions and Administrations 
 

None 
 

10. Annexures 
 

Annexure A: Quarterly Budget Report for the quarter ended March 2021 
Annexure B: Executive Mayor’s special fund – March 2021 
Annexure C: Status report on the Cost Containment Regulations, 2019 – 

March 2021 
Annexure D: Municipal Regulations on the Standard Chart of Accounts 

(mSCOA): Post Implementation Status of the mSCOA Project – 
March 2021 

 
RECOMMENDATION TO THE COUNCIL: 
  
that the budget report for the quarter ended March 2021, prepared as part of the 
financial reporting obligations arising from the Local Government: Municipal Finance 
Management Act, 2003 and additional information, be noted. 

 
 
RESPONSIBLE OFFICIAL : BA KING 
 
TARGET DATE FOR IMPLEMENTATION : TO BE NOTED 
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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. 

Budget – The financial plan of the Municipality. 

Capital expenditure - Spending on assets such as infrastructure, land & buildings minor 

assets etc. Any capital expenditure must be reflected as an asset on the Municipality’s 

statement of financial position. 

DORA – Division of Revenue Act. Annual legislation that shows the total allocations made 

by national to provincial and local government. 

Equitable share – An unconditional grant paid to municipalities. It is predominantly 

targeted towards funding the Indigent Policy. 

FMG – Financial Management Grant. 

GFS – Government Finance Statistics. An internationally recognized classification system 

that facilitates like for like comparison between municipalities. 

GRAP – Generally Recognised Accounting Practice. The 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. 

MFMA – Local Government: Municipal Finance Management Act (56/2003). The 

principle legislation relating to municipal financial management. 

MIG – Municipal Infrastructure Grant. 

MTREF – Medium Term Revenue and Expenditure Framework (MTREF). The medium 

term financial plan, usually 3 years, based on a fixed first year and indicative further two 

years budget allocations. Also includes financial information of the previous and current 

year. 

NDPG – Neighbourhood Development Partnership Grant. 

Operating expenditure – Spending on the day to day expenses of the Municipality such 

as salaries and wages, repairs and maintenance etc. 

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 (SDBIP). A detailed plan 

comprising annual and quarterly performance information. 
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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. 

Vote – A main appropriation segment of the budget. In Overstrand Municipality this 

relates to the directorate level for operating expenditure and the GFS classification for 

capital expenditure. 

YTD – Year to date 

y-o-y – year-on-year 
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PART 1 – IN-YEAR REPORT 

Mayor’s Report 

1.1 In-Year Report – Quarterly Budget Report 

 

1.1.1 Implementation of the budget in accordance with the SDBIP 

The results of the SDBIP for the third quarter ended 31 March 2021 will be tabled in a 

separate comprehensive report to council. 

 

1.1.2 Financial problems or risks facing the municipality 

No financial problems or risks from a budgetary implementation or financial 

management perspective at this stage. It is however important to note that as a country 

we are faced with two major phenomena, firstly, the financial impact of the COVID-19 

Pandemic on municipalities, and secondly, the impact of the downgrade on South 

Africa’s credit rating. As a result of the crisis, municipalities are under pressure to provide 

certain services to assist in curbing the spread of this virus. 

 

1.1.3 Other relevant information 

The 2020/2021 Budget was compiled according to version 6.4 of the mSCOA 

classification framework. The below results reflect the third quarter’s financial position.  

 

YTD Actual operating revenue at the end of the third quarter for 2020/2021 is at 81.28% 

of the budgeted revenue of R1.251bn. The expenditure reflects spending of 65.75% 

against the budgeted expenditure of R1.344bn. 

 

YTD Capital expenditure at the end of March 2021 amounts to R124.1m, or 44.30% of 

the amended budget of R280m. Refer to the table on page 28 for the implementation 

status of the Top 10 Capital Projects. 

   

A 2nd Adjustments Budget was tabled during this quarter relating to proposals emanating 

from the midyear review and various adjustments identified on the operating and capital 

budgets. 

 

The positive cash flow remains stable and is in line with budgeted performance. 
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The debtors’ level increasing trend observed during May to June 2020 has stabilized 

and the 12-month rolling average payment rate has since increased from 96,95% in 

June 2020 to 98,18% at the end of March 2021. 

 

 

 

Resolutions 

IN-YEAR REPORTS 2020/2021 

This is the resolution that will be presented to Council when the In-Year Report is tabled: 

 

RECOMMENDATION TO THE COUNCIL: 

that the budget report for the quarter ended March 2021, prepared as part of the financial 

reporting obligations arising from the Local Government: Municipal Finance 

Management Act, 2003 and additional information, be noted. 
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Executive Summary 
 
COVID-19 

The national lockdown announced on 23 March 2020 by the President, became effective 

from midnight on 26 March 2020. The initial three-week lockdown was extended with an 

additional two weeks and thereafter reverted to further lockdown levels. By the end of 

September 2020 economic activity, with special reference to the international tourism 

sector was still restricted and impacted on consumers and businesses ability to pay 

municipal accounts. The economy has since been opened up with international travel 

now permitted. The resurgence of COVID-19 during December 2020 and the official 

announcement of the second wave and further more stringent lockdown measures had 

an impact on the holiday season, especially with the closure of beaches.  

 

A larger increase in outstanding debt, compared to March 2020 and April 2020 was 

observed for May 2020 to June 2020. However, the 12-month rolling average payment 

rate has since increased from 96,95% in June 2020 to 98,18% at the end of March 2021. 

The financial impact of COVID-19 is being closely monitored. 

 

Revenue by Source 

The Year-to-Date actual revenue is 1.27% above the YTD budget projections of 

R1.004bn at the end of March 2021.  

 

Borrowings 

The balance of borrowings amounts to R504.2m at the end of March 2021. 

 

Operating expenditure by vote & type 

Current expenditure is 3.28% below YTD budget projections of R913.8m as at March 

2021.  

 

Capital expenditure 

YTD Capital expenditure amounts to R124.1m or 44.29% of the adjusted budget of 

R280m. The current capital commitments of orders in progress amounts to R94m or 

33.56% of the adjusted capital budget of R280m.  

 
Cash flows 

The municipality started the year with a positive cash balance of R653.8 million. The 

March closing balance is R782.8 million. Refer to Supporting Table SC9 for more details 

on the cash position. 

 

Allocations received (National & Provincial Grants) 

Grants totaling R36.8m was received during March 2021. 
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Spending on Grants 

Spending on grants amounts to R12.8m for March 2021 which includes FMG, EPWP, 

MIG, Financial Management Capacity Building Grant, Fire Service Capacity Building 

Grant, CDW & Provincial Housing Grant – Construction Contracts. 

 
Material variances 

The table below summarises variances for projected revenue and expenditure. 
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Total Revenue (including capital grants)

R thousand
Amended 

Budget

YearTD 

actual % of Budget 

Received/Spent 

Revenue 1 297 992   1 039 274   80,07%

Expenditure 1 344 123   883 863      65,76%

Surplus / (Deficit) (46 131)      155 411      

Capital 280 086      124 078      44,30%

Total Revenue (excluding capital grants)

R thousand
Amended 

Budget

YearTD 

actual
% of Budget 

Received/Spent 

Revenue 1 251 076   1 016 906   81,28%

Expenditure 1 344 123   883 863      65,76%

Surplus / (Deficit) (93 046)      133 043      

Capital 280 086      124 078      44,30%  
 

Performance in relation to SDBIP targets 

See the comprehensive quarterly report to be tabled in Council. 

 

Remedial or corrective steps 

Refer to the SDBIP report. 

  

In-year budget statement tables / … 
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Table C1: s71 Monthly Budget Statement Summary 
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Table C2: Monthly Budget Statement – Financial Performance (standard 
classification) 
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This table reflects the operating budget (Financial Performance) in the standard 

classifications which are Functions and Sub-functions. 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 used by the 

different institutions. 

 

The main functional areas 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 functional classification, 

Table C2, and by municipal vote, Table C3. 
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Table C3: Monthly Budget Statement – Financial Performance (revenue and 

expenditure by municipal vote) 
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The operating expenditure budget is approved by Council on the municipal vote level. 

The municipal votes reflect the organisational structure of the municipality which is made 

up of the following directorates: Council; Municipal Manager; Management Services; 

Finance; Community Services; Economic and Social Development & Tourism; 

Infrastructure & Planning and Protection Services. 

 

Unauthorised expenditure by year end would occur either for the municipality as a whole 

if the adjusted budget for ‘Total Expenditure by Vote’ or if any of the individual budgets 

for any specific vote/s were overspent. During the financial year some of the figures are 

influenced by transactions that occur annually only. 
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Table C4: Monthly Budget Statement – Financial Performance (revenue and 

expenditure) 
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The annual revenue budget is approved as ‘Revenue by Source’. The Year-to-Date 

actual revenue is 1.27% above the YTD budget projections. 

Current expenditure is 3.28% below YTD budget projections for March 2021. 

 



ANNEXURE A 14 / 37 

 

14 

 

Table C5: Monthly Budget Statement - Capital Expenditure (municipal vote, 

standard classification and funding) 
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Capital expenditure is 6.27% below the Year-to-Date budget projections. Refer to the 
table on page 28 for the implementation status of the Top 10 Capital Projects. 
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Table C6: Monthly Budget Statement - Financial Position 
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The statement of financial position is in line with expectations for the financial year. 
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Table C7: Monthly Budget Statement - Cash Flow 
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Table C7 balances to the current Cash balance, shown in the ‘YTD actual’ column, which 
is R 782.8million. 
 
The municipality started the year with a positive cash balance of R653.8 million. The 

March closing balance is R782.8 million. Refer to Supporting Table SC9 for more details 

on the cash position. 
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Supporting Table SC9: Monthly Budget Statement – Actual & revised targets for 

cash receipts & cash flows 
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This supporting table gives details of information summarised inTable C7. 
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PART 2 – SUPPORTING DOCUMENTATION 
 

Debtors' analysis 
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The debtors’ level increasing trend observed during May to June 2020 has stabilized and 
the 12-month rolling average payment rate has since increased from 96,95% in June 2020 
to 98,18% at the end of March 2021. 
 

Summary of Indigent Households 
Indigent 

Households

Other 

Households

Total 

Households
�����

July 7 589 27 849 35 438 21,41%
August 7 587 27 839 35 426 21,42%
September 7 532 27 882 35 414 21,27%
October 7 509 27 905 35 414 21,20%
November 7 455 27 959 35 414 21,05%
December 7 353 28 061 35 414 20,76%
�����
January 7 354 28 060 35 414 20,77%

February 7 311 28 122 35 433 20,63%
March 7 265 28 166 35 431 20,50%
April
May
June

 
 
Monthly FBS (Free Basic Services) 

No. of 

Indigent 

(poor) 

beneficiaries

No. of other 

beneficiaries 

(non indigent)

Total 

beneficiaries

level of 

Service        

(e.g. 6 

kilolitres 

per 

household)

No. of 

Indigent 

(poor) 

beneficiaries

No. of other 

beneficiaries 

(non indigent)

Total 

beneficiaries

level of 

Service           

(e.g. VIP 

toilets)

7265 6KL 7265 0 7265 waterborne

Beneficiaries  

provided by 

Eskom

Beneficiaries  

provided by 

Municipality 

Non-grid 

energy 

Beneficiaries

level of 

Service 

(e.g. 50 Kwh 

per 

household)   

No. of 

Indigent 

(poor) 

beneficiaries

No. of other 

beneficiaries 

(non indigent)

Total 

beneficiaries

level of 

Service           

(type of 

subsidy)

124 7141 50kWh 7265 0 7265
Total 

monthly levy

Free Basic Water Free Basic Sanitation

Free Basic Electricity Free Bacic Refuse Removal 
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Summary of Debtors Age Analysis 

MONTH � 30 Days < 60 Days < 90 Days < 120 Days < 150 Days <180 Days <365 Days >365 Days
Total

-

����	�
��
����

����

Older than 90 

days

���������

June 0 0 0

May 0 0 0

April 0 0 0

March 75 645 506 2 930 700 2 111 840 1 956 267 1 498 624 1 647 422 6 877 240 39 491 487 132 159 088 56 513 581 51 471 041

February 84 402 630 3 230 157 2 500 786 1 692 455 1 842 482 1 417 739 6 808 254 38 930 072 140 824 575 56 421 945 50 691 002

January 82 175 572 4 605 732 2 814 537 1 975 239 1 501 362 1 259 598 7 007 046 38 107 578 139 446 663 57 271 091 49 850 822

December 72 329 059 3 738 894 2 238 665 1 616 506 1 308 997 1 440 435 6 652 871 37 329 810 126 655 236 54 326 177 48 348 619

November 75 454 148 3 370 951 2 098 880 2 021 005 1 542 097 1 357 388 6 560 465 36 435 434 128 840 369 53 386 221 47 916 389

October 74 472 965 3 258 846 2 607 077 1 868 080 2 057 055 1 119 185 6 631 181 35 654 819 127 669 207 53 196 243 47 330 320

September 76 524 362 2 860 127 2 388 115 2 391 709 1 275 636 1 681 529 6 547 645 34 961 995 128 631 118 52 106 757 46 858 514

Augustus 74 822 327 4 896 619 2 557 659 1 656 972 2 061 106 1 637 323 6 435 752 34 051 113 128 118 872 53 296 545 45 842 267

July 78 493 757 4 842 920 3 210 499 3 169 664 2 019 323 1 524 134 6 869 014 33 397 182 133 526 492 55 032 735 46 979 316  
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Creditors' analysis 
 
Supporting Table SC4 
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Supporting Table SC4 reflects current creditors at the end of March 2021. 
 

The payment of creditors is within requirements of the MFMA. 
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Investment portfolio analysis 
Supporting Table SC5 
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Surplus cash not immediately required is invested in call and monthly deposits. 
Long term investments relate to the sinking fund investments. 
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Allocation and grant receipts and expenditure 
 
Supporting Table SC6 – Grant receipts 
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Grant receipts are monitored according to the payment schedules. 
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Supporting Table SC7(1) – Grant expenditure 
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Grant expenditure is monitored against grant receipts. 
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Supporting Table SC7(2) – Expenditure against approved rollovers 
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A Roll over application was submitted to Provincial and National Treasury in August 
2020 for the unspent grant funds. All unspent grants relating to the 2019/2020 financial 
year were granted and will be included in the next adjustments budget. The request to 
roll over unspent Financial Management Capacity Building Grant from the 2018/2019 
financial year was declined and returned to Provincial Treasury at the end of November. 
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Expenditure on councillor allowances and employee benefits 
 

Supporting Table SC8 
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SDBIP 
 
The results of the SDBIP for the third quarter ended 31 March 2021 will be included in a 

separate comprehensive report to be tabled in Council. 
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Financial Performance 
 
Supporting Table SC2 
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Capital programme performance 

 
 
Supporting Table SC12 
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See comments under variances. 
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Top 10 Capital Projects 
 

�����������������  ��! "��#��$�!�%��&'$&�(

��&)&(���

*�!)�$���


+,,,

�!#�%$�!���!)�$���


+,,,

-���

�.'�(!&$�����


+,,,

�$�$�%��/�$0��

'��#��$

�$�10�$�%$�)��&%����0�

'��#��$�������($�2

�(2��0����()�%�

&!�($&/&�!�$0�$�&%�

��%��$&()�&(�!���2%3

 0�$����%���%�

����&(�'�����$��

����!2�$0��

�.&%$&()�

�0����()�%4

5 Overstrand Overstrand

LCH SERVICES 

CONSTRUCTION 

CONTRACTS

45 956 000 ���������� �������	��
Under 

Construction.

Transit Camp -50% , 

Masakhane UISP Phase 

1 - 100%, Masakhane 

UISP Phase 2 - 47%, 

Stanford IRDP - 100%, 

Beverly Hills - 100%, 

Masakhane IRDP - 25%

Not applicable. Not applicable.

6 Overstrand Overstrand
HERMANUS NEW WASTE 

MANAGEMENT FACILITY
17 963 569 	��������� ���������

Under 

construction . 

Construction stage. 

Construction started in 

July 2020.

Wind damage to MRF 

structural steel and 

vibercrete walls.

New structural 

steel orderered 

by the 

contractor, 

pressure exerted 

on the contractor 

to speed up the 

process. 

7 Overstrand Overstrand
VEHICLES COMMUNITY 

SERVICES 
13 429 959 	��������� ���������

Approved Tender 

TR57.

In the process of 

compliance and ordering 

of the vehicles.

None. None.

8 Overstrand Overstrand
WATER MASTER PLAN 

IMPLEMENTATION 
12 033 060 		�
������ 	���
�	��

Tender SC 

2108/2020 was 

awarded on 15 

December 2020.

Appeal process 

completed. Construction 

to commence soon.

The appeal evaluation 

process took 2 months to 

complete.  Site handover 

meeting was held in 

March 2021.

None at this 

stage.

9 Masakhane Ward 01 NEW 4ML RESERVOIR 9 881 744 ����	��

 ���������
Construction 95% 

complete

Construction 95% 

complete
Not applicable. Not applicable.

: Hermanus Ward 04
UPGRADE HERMANUS WELL 

FIELDS
10 500 000 ��������� ���������

Deviation SCD 

3175/2020: 

Construction was 

completed. 12 

Months defects 

liability period 

started.  Tender 

SC 2170 for Iron 

Removal Plant 

being evaluated.  

12 Months Defects 

Liability Period, and 

tender evaluation, and 

planning for next stage.

None during March 2021 Not applicable.

; Pringle Bay Ward 10
NEW RESERVOIR FOR 

PRINGLE BAY
8 135 000 ��	������ ��������


Tender SC 

2018/2019 

awarded and 

construction well 

in progress.

Construction stage.

Testing and approving of 

new pipelines proved to 

be challenging.

Pressure is 

exerted on the 

contractor to 

speed up 

completion of 

construction.

< Kleinmond Ward 09 KLEINMOND - SEWER NETWORK EXTENSION8 000 000 ��������� 2 644 664

Construction of 

phase 1 in 

progress (SC 

1915/2019), and 

tenders for next 

phase closed on 

18 Dec 2020 (SC 

2159/2020).

Construction and tender 

evaluation.

No new delays during 

March 2021.

Penalties are 

being charged to 

the contractor on 

SC 1915/2019.

= Zwelihle
Multi-ward 

HM Area
ZWELIHLE SEWER 7 756 483 ������
�� 	�����	��

Tender SC 

2107/2020 was 

awarded on 4 

December 2020.

Construction stage. None to date Not applicable.

5, Hermanus Ward 03
CBD REGENERATION 

PROGRAM
��	������ ��	������ 
�������� Construction 65% Construction 65% Not applicable. Not applicable.
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Supporting Table SC13e 
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Other supporting documentation 

Section 71 charts 

Capital expenditure monthly trend - actual vs target 

 

 

Capital expenditure – YTD actual vs YTD trend 
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Debtors Age Analysis 

 

 

 

Debtors by Type 
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Creditor Payments 
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Municipal manager’s quality certification 
 
 
 
I, DGI O’Neill, the Municipal Manager of Overstrand Municipality, hereby certify 
that the –  
 
 

� Quarterly Budget Report  

 

for the period ending March 2021 has been prepared in accordance with the 
Municipal Finance Management Act and regulations made under that Act. 
 
 
Print name:       DGI O’Neill 
 
Municipal Manager of Overstrand Municipality (WC032) 
 
 
 
Signature:         _____________________ 
 
 
Date:                 _____________________ 
 

22 April 2021

r of Overstrand Mu

________________



EXECUTIVE MAYOR'S SPECIAL FUND

Status report in terms of paragraph 7 of the policy

Opening Balance 01/07/2020 R39 720.89

Add: Overstrand Budget Allocation 2020/2021 R0.00

Donations received:

Quarter 1 Donations received 200.00

Quarter 2 Donations received 200.00

Quarter 3 Donations received 200.00

Quarter 4 R600.00

Amount withdrawn:

Quarter 1 Donations granted 0.00

Quarter 2 Donations granted 0.00

Quarter 3 Donations granted 0.00

Quarter 4 R0.00

Closing Balance 31 March 2021 R40 320.89

The Executive Mayor must report to Council on a quarterly basis in respect of the status of the Fund, 

including amounts withdrawn, the names of the beneficiaries and any donations received.
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Council is herewith informed of the status regarding implementation of the Cost 
Containment Regulations 

 
The Municipal Cost Containment Regulations were published on 07 June 2019, with effective date 

01 July 2019. 

 

The previous reports to Council (June 2019) addressed the administrative process in anticipation 

of the regulations. These considerations were based on MFMA Circular No. 82 Cost Containment 

Measures (Updated November 2016). 

 

Subsequent to the regulations being gazetted, National Treasury issued MFMA Circular No 97 -  

Cost Containment Measures on 31 July 2019. This circular advises regarding proposed formats for 

reporting on budgets, expenditure and savings as addressed in the regulations. 

 

Save for revised input pertaining to the consideration of Public Transport in Regulation 7(6)(b), 

included in changes as approved by council to the Overstrand Travel & Subsistence Policy in 

consideration of Public Transport, the bulk of the cost containment measures have been captured 

in various of our Budget related Council Policies.  The before-mentioned been considered and 

updated with the annual revision of policies. The Overstrand Cost Containment Policy was 

approved by Council on 27 May 2020. 

 

Of importance to note is that the Budget Steering Committee gave effect to stringent cost 

containment restrictions over the past three years, in terms of the budget policy guidance, to advise 

Council in this regard. 

 

Templates have furthermore been implemented to guide decision making regarding use of 

consultants and feasibility considerations. 

 

The administration gave further effect in implementing the regulations and this is being attended to 

on a continuous basis, applying the stipulations of Budget directives and Budget related policies. 
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Cost Containment In-Year Report (** IMPORTANT -  Please note that the unspent amounts 
will be indicated under savings for the year after Q4, in view of the comments relating to Q1, 
Q2 and Q3, which state as follows (refer below): 
“Overstrand Municipality does not budget to create savings. 2. Cost containment considerations 
implemented multiple budget periods ago. 3.Guiding Templates implemented”) 

 

 
Budget 

 
Q1 

(Actual) 
Q2 

(Actual) Q3 Q4  Savings 

Measures R R R R R R 

Use of Consultants 36 380 605 2 699 348 6 785 501 6 075 706  

1. Overstrand 
Municipality does 
not budget to 
create savings. 
2. Cost 
containment 
considerations 
implemented 
multiple budget 
periods ago. 
3.Guiding 
Templates 
implemented 

Vehicles used for 
political office-bearers 

0 0 0   

No Vehicles 
purchased or 
planned to 
purchase vehicles 
for this purpose  in 
current financial 
period. 

Travel & subsistence: 
(Please note that 
deviations from 
Budgeted amounts 
also relate to the new 
normal in terms of 
scaled down traveling 
due to virtual 
meetings, inclusive of 
a decrease in 
accommodation costs, 
Registration Fees 
w.r.t. conferences, 
etc.) 

524 355 25 891 
 

89 565 61 069 
 

 

1. Overstrand 
Municipality does 
not budget to 
create savings. 
2. Cost 
containment 
considerations 
implemented 
multiple budget 
periods ago. 
3.Guiding 
Templates 
implemented 

Domestic 
accommodation: 
(Please note that 
deviations from 
Budgeted amounts 
also relate to the new 
normal in terms of 
scaled down traveling 
due to virtual 
meetings, inclusive of 
a decrease in 
accommodation costs, 
Registration Fees 
w.r.t. conferences, 
etc.) 

323 528 500 
 

3 544  36 998 
 

 

1. Overstrand 
Municipality does 
not budget to 
create savings. 
2. Cost 
containment 
considerations 
implemented 
multiple budget 
periods ago. 
3.Guiding 
Templates 
implemented 
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Sponsorships, events 
and catering 

847 043 7 802 138 172 86 336  

1. Overstrand 
Municipality does 
not budget to 
create savings. 
2. Cost 
containment 
considerations 
implemented 
multiple budget 
periods ago. 
3.Guiding 
Templates 
implemented 

Communication 7 037 879 829 054 1 235 756 1 199 354  

1. Overstrand 
Municipality does 
not budget to 
create savings.  
2. Cost 
containment 
considerations 
implemented 
multiple budget 
periods ago. 
3.Guiding 
Templates 
implemented 

Other related 
expenditure items 

0  0  0 0  

1. Overstrand 
Municipality does 
not budget to 
create savings. 
2. Cost 
containment 
considerations 
implemented 
multiple budget 
periods ago. 
3.Guiding 
Templates 
implemented 

Total 45 113 410  3 562 595  8 252 539  7 459 463   
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MUNICIPAL REGULATIONS ON A STANDARD CHART OF ACCOUNTS (mSCOA):   

POST IMPLEMENTATION STATUS OF mSCOA PROJECT - MARCH 2021   

�

1. Executive Summary 

The purpose of this submission to Council is to: 

1. Inform Council on specific initiatives to date by National Treasury to enable a full 

and complete understanding of the scope and extent of the SCOA 

implementation as applicable to all municipalities and municipal entities; 

2. Report to Council on progress made to date with the implementation of mSCOA 

at the Overstrand Municipality since the previous report to Council. 

3. Maintain an on-going awareness of specific mSCOA initiatives in the Overstrand 

Municipality; and 

4. Considerations on the way forward with the core financial system, being Samras 

Classic, currently in use by the Overstrand Municipality. 

A comprehensive supplementary report in this regard, providing the necessary detail 

with regard to background and historic information over the past number of years for this 

National Treasury project, was also included up to 31 December 2019, as part of the 

reporting to Council. 

 
2. Updated status -  March 2021 (Quarter 3) 

 
mSCOA Project Governance and Management:  Solvem (previously Bytes Systems 
Integration) and engagements with regard to the Samras Financial System) 
 
It was reported to Council (Dec 2020, Quarter 2) that Overstrand Municipality received 
correspondence on 31 December 2020 from the service provider (Bytes Systems 
Integration) for the financial system currently in use (SAMRAS), inclusive of  the 
following notification as corresponded to National Treasury:  
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It was also confirmed that this development will be closely monitored and any important 
matters impacting on the Overstrand contract, service rendering levels, etc. will be 
reported to Council, with the continuation of this quarterly report, due to the process still 
not leading to a close-out report in the near future. 
 
The most recent SOLVEM SAMRAS Usergroup workshops and meeting took place as 
virtual sessions on 3 & 4 March 2021 respectively. The feedback provided to 
municipalities focused on the continuous development of the Web system modules and 
importantly, efforts currently with regard to the gradual migration of West Coast District 
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Municipality, Stellenbosch Municipality, and lately George Municipality, in particular to 
the web modules.  Progress with these efforts are currently at various stages, which 
could not be established as completed migration processes from the classic 
environment to the web. Other instances of municipalities involved and the extent of 
these municipal sites where specific web module testing is currently underway, or 
planning processes could not be established during these workshops and the usergroup 
meeting on the 4th of March 2021, to provide the necessary evidence and  confirmation 
that the service provider is currently in a position to provide the required resources and 
detailed project plan for a viable migration process with regard to any substantial module 
or section of a module, to the web-based platform.   
 
The service provider provided the following feedback in terms of further development of 
web modules attended to, since the previous usergroup meeting towards the end of 
2020, up to the end of February 2021: 
 

 
 
The following status as previously reported to Council with regard to the auditing of ERP 
mSCOA systems as announced by national treasury, is unchanged at this stage (March 
2021):  
The outcome of the audit of ERP mSCOA Systems by National Treasury, as previously 
advised by them (scheduled for 2019, subsequently postponed to 2020, currently 
scheduled for 2021), has not been received up to date. 
 
The mSCOA Committee is currently investigating above-mentioned and awaits detailed 
information requested from the service provider, in order to consider the appropriate 
approach in ensuring that the municipality will not be exposed to risk from either an 
operational- and/or monitary perspective in this regard. The absence of any clear 
direction from National Treasury in terms of the outcome of systems audits and their 
envisaged transversal tender process and specifications, are compounding challenges 
for municipalities in view of the caution expressed in the municipal budget circular no 
108 of 8 March 2021, stating as follows: 
 

4.5 Independent Audits on Municipal Financial Systems  
 
All municipalities and municipal entities had to comply with the mSCOA Regulations by 1 July 
2017. MFMA Circular No. 80 provided guidance on the minimum business processes and 
system specifications for all categories of municipality (A, B and C). The Request for Proposal 
(RFP) issued on 4 March 2016 for the appointment of service providers for an integrated 
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financial management and internal control system for local government (RT25-2016 published 
in Tender Bulletin No. 2906), provided further guidance on the requirements applicable to a 
specific category of municipality.  
The National Treasury will conduct independent audits on all municipal financial systems in 2021 
to determine to what extent the financial systems that are currently being used by municipalities 
comply with the minimum business processes and system specifications required in terms of 
mSCOA. These audits were initially planned for 2020, but due to restrictions on procurement 
processes and travel in terms of the COVID-19 pandemic it was postponed to 2021. The results 
of the audits will also inform the new transversal tender for the procurement of municipal financial 
and internal control systems in 2022. Until these audits have been concluded, and the 
results have been released, municipalities should exercise caution when changing their 
financial system to avoid purchasing a system that does not comply with the necessary 
mSCOA functionality requirements. However, should a municipality need to procure a new 
financial system, they must follow the processes set out in the MFMA read together with the 
Municipal Supply Chain Management Regulations and MFMA Budget Circulars No. 93, 98 and 
mSCOA Circulars No 5 and 6. In addition, National Treasury has not accredited any of the 
municipal financial systems available in the market and this should therefore not be advertised 
as a requirement in municipal tender documents.  
It should be emphasised that the onus to ensure compliance with the mSCOA Regulations and 
minimum system specifications as per MFMA Circular No. 80 and its Annexure B rests with the 
municipality and not the system vendor. Municipalities must properly manage Service level 
agreements (SLA) with system vendors. Penalties, including the termination of the SLA in cases 
of persistent non-compliance, should be imposed if the system vendor does not meet the agreed 
upon milestones. Likewise, if a system vendor has delivered on the services agreed upon in the 
SLA, then the municipality should pay all money owing to the system vendor within 30 days of 
receiving the relevant invoice or statement, as per the requirements of Section 65(2)(e) of the 
MFMA. Lastly, municipalities must agree on the services that are to be provided by the system 
vendors and costs thereof in the SLA that is signed by the municipality and system vendor. 
Municipalities should consider the financial implications thereof and negotiate more favourable 
terms with the system vendor if necessary before signing the SLA. Once signed, the SLA is 
legally binding.  
 
4.6 Regulation of Minimum Business Processes and mSCOA System Specifications  
National and Provincial Treasuries held extensive engagements with key system providers 
during which the system functionality on the following were demonstrated: IDP and budget, 
supply chain management (SCM), asset management, annual financial statements, revenue 
management, cash flow and period control. These engagements provided National and 
Provincial Treasuries with an understanding of what functionality is available on each system 
and what the key system related challenges are.  
It was evident from the engagements that municipalities are not using their financial systems 
optimally. Some of the challenges that were identified in this regard include the following:  
• Some municipalities have not purchased all the modules of the core financial system or have 
not upgraded to the Enterprise Resource Planning (ERP) (mSCOA enabling) version of their 
financial systems; 
• A few municipalities are not paying for the required licences to use system solutions and they 
are not upgrading and maintaining their servers, hardware and software to become and remain 
mSCOA compliant and to protect their data;  
• Several municipalities are still transacting on their legacy systems that are not mSCOA 
enabling or they are using excel spreadsheets that are not incorporated in the functionality of 
their financial systems, while they are paying for maintenance and support for the mSCOA 
enabling system that was procured. This constitutes fruitless and wasteful expenditure; and  
• Other municipalities are not using all the modules of the core financial system (using 3rd party 
systems) while they have procured these modules. This is once again fruitless and wasteful 
expenditure.  
 
Municipalities should include the cost of the above in their 2021/22 MTREF budgets.  
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One of the key objectives of the mSCOA reform is to ensure that municipalities are budgeting, 
transacting and reporting directly on and from integrated ERP systems to have one version of 
the truth in terms of the reported financial performance. The manual correction of data strings 
by municipal officials or system vendors are not allowed in terms of the mSCOA Regulations.  
National Treasury will expand and regulate the business processes and system specifications 
communicated in MFMA Circular No. 80 and its Annexure B in the 2021/22 MTREF to ensure 
that municipalities are using the functionality available on their financial systems. MFMA Circular 
No. 80 was issued in 2016, and several Regulations and best practises as per the MFMA 
Circulars have been introduced since then. The expansion of the requirements will 
accommodate these new developments.  
 
4.7 Non-compliance with mSCOA requirements  
If your municipality has not yet achieved the required level of mSCOA implementation, then it 
must provide a detailed action plan (road map) to the National and the respective provincial 
treasury to indicate how the municipality will fast track the implementation of mSCOA. The action 
plan should include the following priority areas, as applicable to the municipality:  
• The functionality of the financial system, including the minimum system functionality and 
business process as per MFMA Circular No. 80 and Annexure B and functionality required in 
terms of Regulations and MFMA Circulars that was issued after 08 March 2016 (the date on 
which MFMA Circular No. 80 was issued);  
• Integration of 3rd party sub-systems with the mSCOA enabling financial system as required in 
terms of MFMA Circular No. 80 and Annexure B;  
• Change management initiatives to ensure that mSCOA is institutionalised as an organisational 
reform and not only a financial reform; and  
• Training initiatives to ensure that all officials in the organisation are familiar with the mSCOA 
chart, basic accounting, balance sheet budgeting and movement accounting and the use of the 
mSCOA enabling financial system.  
 
Importantly, the action plan must be drafted by the municipality and not the system vendor and 
the progress against it should be carefully monitored by the municipality’s mSCOA Project 
Steering Committee (chaired by the Accounting Officer). Municipalities must present progress 
against the action plan at the 2020/21 Mid-Year Budget and Performance visits and Budget and 
Benchmark engagements with the National and the respective provincial treasury. 
 

4.8 Extension and Procuring of Service Level Agreements (SLA) for Financial Systems  
At least six (6) months prior to the expiry of the SLA for the support and maintenance of the 
financial system, the municipality should either:  
• Extend the existing SLA with the same system vendor subject to the provisions of Section 33 
and 116(3) of the MFMA (read in conjunction with MFMA Circular No. 62); or  
• Approach the market to procure services for the support and maintenance of the financial 
system consistent with the Municipal Supply Chain Management Regulations and municipality’s 
Supply Chain Management Policy.  
 
Importantly, once the SLA has expired, it cannot be extended, and the municipality will have to 
embark on a new procurement process. In addition, when the contract for the support and 
maintenance of the financial system comes to an end, it does not mean that the municipality 
must procure a new financial system. It is only support and maintenance services pertaining to 
the financial system that needs to be procured. Municipalities need to properly document their 
systems and the system language used to ensure that system support can be procured in the 
local market when required. 

 
National Treasury issued the following Circulars and guidance relating to mSCOA from   
December 2020 to March 2021: 
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i. Municipal Budget Circular (No 107) for the 2021/22 MTREF - 04 December 2020; 
ii. Municipal Budget Circular (No 108) for the 2021/22 MTREF - 08 March 2021:)  
 
The Draft and Final budgets were compiled according to the latest chart available on the 
financial system: 
 

 
 
It was furthermore now noted in the Circular for this draft budget cycle (No 108), that 
some municipalities are not transferring their opening balances consistently to the 
current year of transacting. Opening balances for the previous year must be transferred 
in the first month (M01) of the current year, and all adjustments made during the 
preparation of the annual financial statements in period 14 and 15 must be transferred 
through journals to the opening balances of the current year in the month that it becomes 
apparent. When municipalities are not doing this correctly and consistently, it 
compromises the credibility of the mSCOA data strings submitted. 
As previously mentioned in the 2020/21 Budget circular, ‘’challenges to populate the 
detail of cash payments will be addressed through chart amendments in version 6.5 of 
the chart’’.  Furthermore, we also await the linking relating to cash flow in term of: 
‘’National Treasury will share the linking of A1 Schedule Budget Tables SA30 and A7 to 
the mSCOA chart items to ensure that the cash flow information is populated correctly 
with municipalities and system vendors’’ Guidance has now been provided in Circulars 
10 & 11 
 
Municipal SCOA Circular No. 7 - 02 March 2020:  Guide on Construction Work in 
Progress (CWIP) 
The principles stated in this circular were implemented during the 2019/2020 General 
Adjustments Budget, which served before Council on 26 February 2020 and was carried 
forward into the 2020/2021 Budget Cycle 
 
Municipal SCOA Circular No. 8 - 24 April 2020: Guidance on Virement Policies for 
Municipalities 
The guidance in this circular already forms an integral part of Overstrand municipality’s 
Virement Policy. 
 
Municipal SCOA Circular No. 9 - 09 June 2020: Reporting on COVID-19 using the 
mSCOA chart 
The principle of Typical Workstream Projects relating to COVID-19 was implemented 
for the Special Adjustments Budget in June 2020, notwithstanding that is circular was 
issued on the same day that the Special Adjustments Budget was submitted to be tabled 
in Council. 
 
Municipal SCOA Circular No. 10 – 14 October 2020: Cash Flow Guidance 
This circular is to provide further guidance to municipalities on the correct use of the 
municipal standard chart of accounts (mSCOA) data strings to populate the cash flows 
tables in Schedules A, B and C of the Municipal Budget Reporting Regulations 
(MBRR)To ensure that the MBRR cash flow tables (A7, SA30, B7 and C7) are linked 
correctly to the mSCOA data strings. 
 
National Treasury corrected the linkages in the segment item: asset and liabilities. 
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Municipal SCOA Circular No. 11 – 4 December 2020: Guidance on the use of the Fund 
Segment 
The purpose of this circular is to provide guidance to municipalities on the use of the 
Fund segment. 
 
Following the guidance provided in Circular 10, the following cash flow issues still had 
to be corrected and/or clarified: 

• The recording of unallocated deposits; 
• The duplication of capital assets other expenditure (trade and other payables – 
payables and accruals); 
• The linking of construction Work-In-Progress (CWIP) to capital assets in Table A9 
of the A1 Schedule; 
• The linking of advance payments and retentions to the cash flow tables; 
• The distinction of and payment between Inventory, Contracted Services and Other 
Expenditure line items not specifically listed under Liabilities in the mSCOA chart; and 
• The linking of Income tax receivable, Income tax payables, Value Added Tax (VAT) 
receivable, VAT payable, Accrued interest on receivables to cash flow/payments. 


