
AGENDA OF THE MAYORAL COMMITTEE MEETING 26 FEBRUARY 2020 

 
 
7. 
REPORT ON THE PROPOSED 2ND ADJUSTMENTS BUDGET FOR 2019/2020 
 
5/1/1/21 – 2019/2020 
BA King Senior Manager: Financial Services 
20 February 2020 (028) 313 8154 

 
1. Executive Summary 

 
Report prepared in terms of section 28(2)(b) to (g) of the Local Government: 
Municipal Finance Management Act, 2003 (MFMA) for the 2nd adjustments 
budget proposals emanating from the mid-year review and various adjustments 
identified on the operating and capital budgets, which must be approved by 
Council in terms of legislation.  

 
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) 

 
6. Background/Discussion 

 
In terms of Sections 28 of the MFMA, the municipality must review the budget 
performance and may approve a revised budget during the course of the 
financial year through an adjustments budget. 

 
The budget steering committee, senior officials and managers reviewed the 
mid-year budget performance during December 2019 and January 2020. The 
mid-year review proposals and adjustments are included in Annexure A. 

 

 Operational Budget Amendments 
 

The expenditure and revenue budget is set to increase by R44,9m and 
R31,7m respectively. This relates to savings and additional fund requests 
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over all directorates and changes in accounting principles relating to 
GRAP amendments.  

 
Mainstream expenditure adjustments relate to the following: 

 

Loss on Disposal of PPE-Schulphoek Land 
control transfer to Provincial Government   

R31,7m 

Expenditure :Bulk Purchases: Electricity: ESKOM R5,0m 

Additional expenditure on bulk water services OM 
Contract (VEOLIA) 

R1,7m 

Insurance accounting treatment re-classification R1,5m 

Additional Vehicle Maintenance required R1,5m 

Additional Law Enforcement (3 months) R1,0m 

Other R2,5m 

 
 Mainstream revenue adjustments relate to the following: 

 

Additional rates & services revenue  R7,4m 

Additional Interest on Investments R8,2m 

Agency services fee R0,5m 

Bulk Infrastructure Contribution Levies R5,0m 

Fair Value Adjustments on Investment Property R7.0m 

Public Contributions: Assets-in-kind R2,6m 

Other R1,0m 

 
Details of the mid-year review proposals and the summary of revisions & 
virements are listed in Annexure A. Virements consist of savings 
generated under a division of a vote being used to defray expenditure 
under another division of the same vote. These actions do not have any 
additional financial implications on the budget and no impact on the 
bottom line. 

 
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 have a net decrease of 
R40,7m. This mainly relates to the roll-over of projects amounting to 
R56,6m to the 2020/2021 financial year. 
 

Roll-over Projects -R56,6m 

Carry-over projects from 2018-2019 R5,1m 

Additional projects R7,3m 

Public Contributions: Assets-in-kind R2,6m 

Grant re-allocations R1,0m 
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Details of the mid-year review proposals, the revised schedule of capital 
projects and a summary of all capital budget changes for 2019/2020 are 
listed in Annexure A. 

 
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 audited results from the 2018/2019 financial year and 
the subsequent adjustments budgets. A summary of adjustments to 
financial performance is included in Annexure A. 

 
Cash flows have been adjusted accordingly for the adjustments budget 
proposals. The net effect on cash of the adjustments budgets thus far 
relates to an increase of R52m. This is primarily as a result of the capital 
roll over projects. 

 
National Treasury issued revised guidelines for cash flow budgeting in 
December 2019. These revisions have a vast impact on the way that 
budgets have to be re-aligned. The impact for the Municipality is that all 
transactions for the past eight months would have to be re-captured to 
align to the revised guidelines. The impact and risks are regarded as 
severe in terms of business continuity. Before mentioned also speaks to 
no guarantee that the service provider would be able to address 
adjustments to the financial system. The implications of updating 
transactions retrospectively for the current financial year is regarded as 
unmanageable close to the end of this financial year. This is a business 
decision. The new guidelines will be implemented with the upcoming Draft 
Budget for 2020/2021.  

 
7. Financial Implications 

 
Operating Budget 

 
Summary: 
 

   CHANGES 

EXPENDITURE INCREASE 44 861 513 
REVENUE INCREASE 31 671 563 

NETT DECREASE IN SURPLUS 13 189 950 

 
Capital Budget 

 
The total capital budget has decreased by R40,7m. 
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8. Staff Implications 
 

Appointment of additional Law Enforcement officers from 1 April 2020. The 
impact of any other additional operational overtime requirement has been 
managed within the salary budget envelope. 

 
9. Comments from other Departments, Divisions and Administrations 

 
All savings and requests and adjustments from budget holders were dealt with 
during the reviews by the budget steering committee held from December 2019 
to January 2020. 

 
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) 
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: 2nd Adjustments Budget Proposals 
Annexure B: 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 2nd Adjustments Budget 
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: 

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 
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Schedule 8: 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 

 
 
RESPONSIBLE OFFICIAL : BA KING 
 
TARGET DATE FOR IMPLEMENTATION : 28 FEBRUARY 2020 
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