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10. 
REPORT ON THE PROPOSED 5th ADJUSTMENTS BUDGET FOR 2014/2015 
 
5/1/1/16 – 2014/15 
BA King (028) 313 8154  Corporate Head Office 
13 January 2016 

 
1. Executive Summary 

 
Report prepared in terms of section 28(2)(g) of the Local Government: 
Municipal Finance Management Act, 2003 (MFMA) to address the unauthorised 
expenditure amounting to R3 715 273 in an adjustments budget in respect of 
the 2014/2015 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, 2003 (Act 56 of 2003) 
(MFMA) 

 
6. Background/Discussion/Evaluation/Conclusion 

 
 Background 

 
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 General; Municipal 
Manager; Management Services; Finance; Community Services; Local 
Economic Development; Infrastructure & Planning and Protection Services. 

 
Unauthorised expenditure at year end would occur either for the municipality as 
a whole if the budget for ‘Total Expenditure’ or if any of the individual budgets 
for any specific vote/s ‘Expenditure by Vote’ were overspent. 
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Operational expenses of any nature, whether cash or non-cash, is regarded as 
expenditure and deemed as unauthorised expenditure if the total expenses 
budget or allocated expenses budget per vote is exceeded. 

 
Discussion 

 
Vote 1 – Council General: Post-retirement benefit obligations (Non-cash) 

 
The budget for 2014/2015 was based on the projections from the previous bi-
annual actuarial report from 30 June 2014. An overspending of R1 311 496 
occurred as a result of an increase in the post retirement benefit provision 
above the budgeted amount, as per the bi-annual actuarial valuation report for 
the post retirement benefit obligation, which could  only be concluded after the 
end of the relevant financial year. The additional provision required amounted 
to R2 452 371. 

 
Vote 7 – Infrastructure & Planning: Municipal Capital Contributions (Non-cash) 

 
An overspending of R2 403 777 for Vote 7 occurred as a result of the transfer 
of the property known as the ‘Penguin Colony’ to Cape Nature. The value of the 
transfer amounted to R6 459 443. Notwithstanding that the transfer is of a 
capital nature, the resultant transaction needed to be recognised in profit and 
loss at year end, therefore the overspending of this particular vote. 

 
Evaluation 

 
The purpose of the adjustments budget is to approve the unauthorised 
expenditure that occurred. The table in Annexure A indicates the position of the 
respective Votes before and after the particular adjustments were passed for 
the Annual Financial Statements. 

 
Operational Budget Amendments: 

 
The proposed operational expenditure adjustments are listed in Annexure A. 

 
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. 
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7. Financial Implications 
 

Operating Budget 
 

VOTE

ORGINAL 

BUDGET

AMENDED 

BUDGET ACTUAL

(UNDERSPENT) / 

OVERSPENT

VOTE 1 - COUNCIL GENERAL 63 288 530 64 228 042 65 539 538 1 311 496

VOTE 7 - INFRASTRUCTURE & PLANNING 318 607 273 364 933 255 367 337 032 2 403 777

3 715 273  
 

Capital Budget 
 

No changes. 
 

8. Staff Implications 
 

None 
 

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) 

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 accumulated 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:      Adjustments Budget Proposals 
Annexure B: B Schedule (Municipal adjustments budget and supporting 

tables) 
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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 5th Adjustments Budget for 
2014/2015 be approved, in order to address the unauthorised expenditure 
incurred, amounting to R3 715 273 in respect of Vote 1 – Council General 
(R1 311 496) and Vote 7 – Infrastructure & Planning (R2 403 777), 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:         Budgeted financial performance (revenue & expenditure by 

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

  
3. that the SDBIP be amended accordingly. 

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