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ADJUSTMENT BUDGET 2015/16



spending programmes already budgeted for;

* may, within a prescribed framework, authorise unforeseeable and
unavoidable
expenditure recommended by the mayor of the municipality;

¢ may authorise the utilisation of projected savings in one vote towards
spending
under another vote;

* may authorise the spending of funds that were unspent at the end of the
past
financial year where the under-spending could not reasonably have been
foreseen at the time to include projected roll-overs when the annual budget
for the current year was approved by the council;

(f) may correct any errors in the annual budget; and

(g) may provide for any other expenditure within a prescribed framework.

Furthermore the Mayor may table an adjustment budget as a resuit of a S72 report if
necessary. The December 2015/16 midyear review was tabled to Council on 27
January 2016 where Council resoived that an adjustment budget was necessary.

The main reasons for the adjustment budget could be summarized as follows:

* material under-collection of revenue during the current year require the
municipality to adjust the revenue and expenditure estimates downwards

* authorise unforeseeable and unavoidable expenditure recommended by the
mayor of the municipality, within a prescribed framework;

* authorise the utilisation of projected savings in one vote towards spending
under another vote

¢ authorise the spending of funds that were unspent at the end of the past
financial year where the under-spending could not reasonably have been
foreseen at the time to include projected roll-overs when the annual budget
for the current year was approved by the council;

* may correct any errors in the annual budget



SECTION 3

EXECUTIVE SUMMARY

1.INTRODUCTION AND BACKGROUND

In accordance with the Municipal Finance Management Act (MFMA), No.56 of
2003

section 28 a municipality may revise an approved annual budget through an
adjustments budget:

An adjustments budget—

(a) must adjust the revenue and expenditure estimates downwards if there is
material under-collection of revenue during the current year;

(b) may appropriate additiona! revenues that have become available over
and

above those anticipated in the annual budget, but only to revise or

accelerate spending programmes already budgeted for;

(c) may, within a prescribed framework, authorise unforeseeable and un-

avoidable expenditure recommended by the mayor of the municipality;

{d) may authorise the utilisation of projected savings in one vote towards

spending under another vote;

(e) may authorise the spending of funds that were unspent at the end of the

past financial year where the under-spending could not reasonably have
been foreseen at the time to include projected roll-overs when the

annual budget for the current year was approved by the council;

(f) may correct any errors in the annual budget; and

(g) may provide for any other expenditure within a prescribed framework.

Subsequent to the MFMA National treasury issued the Municipal budget and
reporting regulations. The object of the regulations is to secure sound and
sustainable management of the budgeting and reporting practices of municipalities
and municipal entities by establishing inform norms and standards and other
requirements for ensuring transparency, accountability and appropriate lines of
responsibility in the budgeting and reporting processes of those institutions and other
relevant matters required by the Act.

When drafting the adjustment budget, consideration was given to section 18 of the
MFMA which states that :

An annuaily budget may only be funded from:

¢ Realistically anticipated revenue to be collected:;

* (Cash backed accumulated funds from previous surpluses not yet committed
for other purposes; and



and as a result of the asset forming part of asset register

Prioryear |PROPOSED
Total ! Budgel LActuals ADJUSTED
Budget | iul-Dec |Bolowce  |{AFS) BUDGET
Property Rates 12780674 27 155 016) -14 374 342| 28 889 124 35 835 64|
Service Charges 34402283 6402474] 27999809| 55161047| 20993 88
Othes Revenue 22677965 3719842 18958 123] 15530 553| 6832 43
Rental of Facilties and Equipment 121349 12795 108 554 136 201 25 584
|Finance Income(uterest) 7296411) 678376 6618035 10970851 372223
Fires - 609387| 398736 2we652| 3670564] 403762
|Licences & Permits 1302314] 813984 4887330 1359 192 1627 9!

Gout Grants & Subsidies - Operating | 61808 715 43968 039] 17 840 676| 53881 114| 61318 13t
Godt Grant's & Subsidfies - Capilal 23620 000| 10100539] 1351946%| 36 376 766 26 120 0O(
\Agency Fees 1362818) 855388] 507430 1520034] 1710 77¢
Gains on Disposal of PPE | _ 0
| 165581017| 94105189| 71876729] 207 515446| 16222427

2.2 ADJUSTMENT BUDGET —“OPERATING EXPENDITURE

* The approved budget operating expenditure is R159 million and this has been
adjusted to R200 million which is an increased of R41 million. The upward
movement is attributabie to the following listed below, by category:

* Repairs and Maintenance-Decreased by 988 thousand based on
actual expenditure and planned expenditure to be incurred within
the current year in terms road resealing which will be covered by
SANRAL allocation and new vehicles inevitably decrease vehicle
repairs and maintenance

* Depreciation and amortization- These non-cash items will have
an increase of 27.9 million to ensure a reliable budget is tabled.

* Debt impairment — This non cash item will increase by 10 million
due to the low collection rate of traffic fines and services. A
provision for bad debt had to be adjusted upwards to ensure a
more realistic revenue figure for fines and services. This has a
huge impact on the budget and is the reason why the municipality
will have to budget for a deficit.



2.3 ADJUSTMENT BUDGET —CASH FLOW

Ratepayers and other: “Other” will be adjusted in line with actuai receipts in
term of agency fees, licence and permits etc

* Operating payments will be adjusted based on actual trends and planned
expenditure still to be incurred

* |nvesting activities will be adjusted to reflect planned PPE acquisitions

* Financing Activities will be adjusted to reflect finance lease payments

2.4 ADJUSTMENT BUDGET — FINANCIAL POSITION

* Cash will be adjusted as per projected cash flow cash and cash balance at
month ended June 2016

* Consumer debtors: Gross Debtors outstanding as per Annual Financial
Statements is at R139 million, the debt by type reflects an outstanding amount
of R185 million, thus debtors was increase to align with the actual results.

* Assets — will be adjusted in line with the latest verified asset register and
projected capital expenditure at net book value

* Borrowings- will be adjusted to zero as the municipality doesn't have borrowings
nor plans on borrowing funds

* Trade and other payables: Final AFS for 2014/15 indicate outstanding creditors
of R24 million, budget will be adjusted to align with the actual balance
projections based on payables actual trend pattern.

2.5 ADJUSTMENT BUDGET —-CAPITAL EXPENDITURE

* There is not enough funding internally to cater for budgeted capital expenditure
as the are no surplus reserves to cash back capital expenditure. Capital budget
will be adjusted downwards by 12 million from the approved budget of 45



3. ADJUSTMENT BUDEGT CONCLUSION

As indicated above, these are adjustment to the approved budget to ensure the
budget remains reliable and achievable.

The Council and management remains liable and committed in terms of ensuring that
the financial resource are utilized to a maximum level so as to improve our cash
flows.

| therefore table the adjustment budget 2015/16 financial year as contained in the
agenda and attached copies from page 10 — 26 for financial adoption by Council.

I thank you

Presented by

Clir Z Lose
MAYOR
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No roll over coniracts with budgetary implications
SECTION 12
CAPITAL EXPENDITURE DETAILS

Details shown in SB 18- SB 19
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