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10. 
REPORT ON THE PROPOSED SPECIAL ADJUSTMENTS BUDGET (COVID-19)  
FOR 2020/2021 
 
5/1/1/22 – 2020/2021 
BA King Senior Manager: Financial Services 
23 September 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 a Special Adjustments 
Budget in terms of National and Provincial Government’s reprioritising of 
allocations to local government and Local Government priorities as a result of 
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); 

 
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 
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.’’ 
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Uncertainty still exists in terms of what has transpired in the past six 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. This is still 
regarded as 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 continuing COVID-19 pandemic, when combined with existing South 
African domestic challenges still creates an uncertain and risk-off investment 
environment, notwithstanding the lifting of the majority of restrictions imposed 
under the Disaster Management Act.  

 
Against this background and further measures by National and Provincial 
Governments, adjustments budgets have been tabled by both these spheres of 
government, resulting in revised grant allocations to Local Government, as a 
consequence. The revised allocations are incorporated in this adjustments 
budget, as well as other Covid related matters.  

 
In this regard, the current 2020/2021 budget has been reviewed. 

 

 Operational Budget Amendments 
 

The expenditure and revenue budget is set to decrease by R5,5m and 
R7,4m respectively. This relates to the reprioritisation of expenditure and 
a review of revenue.  

 
Mainstream operational expenditure adjustments are as the following: 
 

Covid-19 Projects, Reprioritised Expenditure and 
Funding 

R15 889 250 

Reduced SRA Expenditure -R3 309 976 

Re-classification between Opex and Capex -R500 000 

Expenditure budget reprioritised to Humanitarian 
Relief 

-R10 732 971  

  

 Mainstream revenue adjustments are the following: 
 

Additional Equitable Share for Covid related 
expenditure 

R17 000 004 

Reduction in National and Provincial Grants -R11 758 000 

Correction for Human Settlements Grant already 
spent in 2019/2020 

-R9 361 368 

Reduction in SRA Levies -R3 309 976 

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

82



AGENDA OF A MAYORAL COMMITTEE MEETING 30 SEPTEMBER 2020 

 
 

The proposed revised Revenue and Expenditure budget for 2020/2021 is 
included as Schedule 2. 

 

 Capital Budget Amendments 
 

The capital expenditure budget for 2020/2021 will see a decrease of 
R7 580 137. This is mainly as a result of the reduction in grant allocations 
by the National and Provincial Governments, due to reprioritising as a 
result of COVID. The affected grants are the Integrated National Electricity 
Programme and Provincial Department of Human Settlements, with 
reductions of R2m and R6m respectively.  

 
A further reduction amounting to R1,7m relates to Capital-In-Kind, 
originally rolled over from 2019/2020. These projects were completed in 
the 2019/2020 financial year. 

 
It should also be noted that a further amount of R2 359 560 for 2019/2020 
capital projects were identified for inclusion in the 2020/2021 MTREF 
Budget, as a result of construction delays resulting from COVID-19. 

 
Other minor adjustments relate to changes in the nature of expenditure 
classifications between Operational and Capital and corrections of funding 
sources. 

 
The proposed revised Capital budget for 2020/2021 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 DECREASE R5 469 697 
REVENUE DECREASE R7 415 344 

NETT DECREASE IN SURPLUS R1 945 697 
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Capital Budget 
 

The total capital budget has decreased by R7 580 137. 
 

8. Staff Implications 
 

Additional staff capacity expenditure related to COVID will be funded from the 
additional Equitable Share allocation. 

 
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 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: Publications and NT Guidelines for 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 2020/2021 be approved as set out in the following 
schedules: 

 Schedule 1: 
 
Schedule 2: 
 
Schedule 3: 
 
Schedule 4: 
Schedule 5: 

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 
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Schedule 6: 
Schedule 7: 
Schedule 8: 

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;  and 

  
3. that the letter from the Department of Human Settlements regarding the 

reduction in the DOHS Grant be noted.  
 
 
RESPONSIBLE OFFICIAL : BA KING 
 
TARGET DATE FOR IMPLEMENTATION : 5 OCTOBER 2020 
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