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OFFICE OF THE CHIEF FINANCIAL OFFICER

28 February 2017

For submission to Council

SUBMISSION OF THE ADJUSTMENT BUDGET FOR THE MTREF PERIOD

2016/17 TO 2018/19

PURPOSE

The Mayor has received the mid-year assessment of performance, and decided that an adjustment
budget be prepared and submitted to council.

BACKGROUND

The mid-year assessment of Mohokare Local Municipality has been performed and this gave rise to
the instruction from the Mayor that an adjustment budget is to be prepared.

The adjustment budget is tabled in the following formats:

Adjustment Budget Schedule

e Table B1 - Summary See Annexure A
¢ Table B2 — Financial performance standard classification See Annexure B
¢ Table B3 - Financial performance — by municipal vote See Annexure C

Applicable legislation and policies:
MFMA Act 56 of 2003

In terms of section 28 (1) the municipality may revise an approved annual budget through an
adjustment budget.

Furthermore in terms of section 28.(2) an adjustment 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 additional revenues that have become available over and above those
anticipated in the annual budget, but only to revise or accelerate spending programs already
budgeted for.
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)

j)

May, within a prescribed framework, authorise unforeseeable and unavoidable expenditure

recommended by the mayor of the municipality; may authorize the utilization of projected

savings in one vote towards spending under another vote.

May authorize the spending of funds that were unspent at the end of the past financial year

where the under-spending could not reasonable 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.

May provide for any other expenditure within a prescribed framework.

An adjustments budget must be in a prescribed form,

Only the mayor may table an adjustments budget in the municipal council; but an adjustments

budget in terms of subsection (2) (b) to () may only be tabled within any prescribed limitations

as to timing or frequency.

When an adjustments budget is tabled, it must be accompanied by:

©  An exphnation how the adjustments budget affects the annual budget; - a motivation of Any
material changes to the annual budget;

© An explanation of the impact of any increased spending on the annual budget and the annual
budgets for the next two financial years;

o Any other supporting documentation that may be prescribed. _

Municipal tax and tariffs may not be increased during a financial year except when required in

terms of a financial recovery plan.

Section 22(b), 23(3) and 24(3) apply in respect of an adjustments budget and in such application

a reference in those sections to an annual budget must be read as a reference to an adjustment

budget.

“unauthorised expenditure”, in relation to a municipality, means any expenditure incurred by
a municipality otherwise than in accordance with section 15 or 11(3), and includes—

(a) overspending of the total amount appropriated in the municipality’s approved budget;

(b) overspending of the total amount appropriated for a vote in the approved budget;

(c) cxpenditure from a vote unrelated to the department or functional area covered by the vote;
(d) expenditure of money appropriated for a specific purpose, otherwise than for that specific
purpose; :

(¢) spending of an allocation referred to in paragraph (b), (c) or (d) of the definition of
“allocation” otherwise than in accordance with any conditions of the allocation; or

(f) a grant by the municipality otherwise than in accordance with this Act;

Mid-year budget and performance assessment
72. (1) The accounting officer of a municipality must by 25 January of each year—

() assess the performance of the municipality during the first half of the financial year, taking
1nto account— :

(1) the monthly statements referred to in section 71 for the first half of the financial year;

(it) the municipality’s setvice delivery performance during the first half of the financial year, and
the service delivery targets and performance indicators set in the service delivery and budget
implementation plan;



(ti) the past year’s annual tepott, and progress on resolving problems identified in the annua]
report; and _ _ .

(iv) the performance of every municipal entity under the sole or shared control of the
municipality, taking into account reports In terms of section 88 from any such entities; and

(b) submit a report on such assessment to_
(1) the mayor of the municipality;
(1) the National Treasury; and

(111) the relevant provincial treasury.

Municipal Budget Circular for the 2016/17 MTREF

This circular provides further guidance to municipalities and municipal entities for the
preparation of their 2016/17 Budgets and Medium Term Revenue and Expenditure
Framework (MIREF). It must be read together with MEMA Circulars No. 48, 51, 54, 66,
67,70, 74 and 75,



DISCUSSION - PREPARATION AND OTHER DETAILS:

Executive summary

Finanvial Performance

Hevenve from BOR-PECHIRGE MANsILHONS

Propeny rates 7866 125 Frogsst 43568
Fines 4 500060 4500000 «
Hovernment grants and subsidies received H0591 000 i ni Reels .
Bevenue from sxchange 1ransaclions

Seqvice charges £5 192058 s5 183882 .
Rental of facilities and equipment 851980 gdzb20 9481
Interest earned - externslinvestments 93500 450000 -366 500
Interest earned - outstanding debtors g102 482 §12948 .
Uividends received 0oz 0942 .
Cither income 23689 16 130 44 -
Total Fevenue g&i B2ad g3 Pk xa ki ~340 BOS
Expenditure

Employee ralated cost BOOXTIS B1263 543 4 252 310
Remuneration of counciilors 3850281 3826755 24 508
Depreciation and smonisation 29540542 2884n84 .

- Repalts and maintenanoe 5531385 561015 21200
Finanos nosts 1824 000 1933740 B0
Bulk purchases 2% 208 298 22208288 -
General expenses 17822 M8 L bgirs] -3 764 33

- Capital supenditures 1410 800 1448500 ~37600
Frew basic services eI 7887 -
Total espenditure 270 171 523 275 170 298 4935718
Surplus  {Deficit) 18832 442 23238688 4808170
lessoncashiterns _ 2118543 31192543 .
Depreciation 29548542 29598542 -
Provisions 1360000 1360 000 -
Surplust {Deficit] for the year oo OB NOL e L0808 4B

Expected expenditure

General comments:

All expenditure items were evaluated on a line by line basis and deductions where applicable was

discussed with the relevant directorate.
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Salaries

The adjusted salary budget is as follows:

Salaries Irgrzorn 3T B2E 408 IT 828 475 40473208 43308528
Performance Bonus 485 243 800 125 00 125 642 133 S57 083
Annubi Bonus 3138880 3153088 3153088 I 3600938
Afrwance - Telashone WErs 243048 243045 243 548 243 048
Alowance - Slandby 483 200 4827108 482 708 495098 $28 735
Housing subsigy T34 469 07 9% T e 07 837 FET 452
Dveriime 240851 3845768 3640788 3 805 280 4178848
Alovance - Other 285 pep 2113 143 113 153130 183 850
Temporary workers ' 05448 1422 185 1427 188 1266708 1284 755
Allvwanos - Yehichle 2400089 2582788 2 Bg2 7és 2562 TR0 2582 784
indusirigl Counci Levy 12 Ga6 24207 24 207 2580z 2T s
Skils Davelopment Lewy 455 283 488 281 486 281 20298 588720
Ward Aflowances 353 100 - - .. -

Hedical Ald Fung 3128145 BZ84 808 3284 BOS S581 288 Jsqruie
Pension Fund gg12288 g 82y 2t BEIT 201 7051 108 T E8T 482
UF 34358 300864 380984 418 331 447 818
Councilors - Alowance 2538 4% 2887 &% 2887 181 2873280 30765
Councifors - Telephone Allowance 2BE0E 226 445 228 445 242 298 258258
Counciiors - Travel Aowsance 477 805 477 805 477885 477 865 51 254
Counciiors - 304, 307 H3814 Bem 35 oe7 3B 485
Counciiors - Medical A4 187 524 167 524 187 524 184277 157 175
Counciiors « Penglon Fund 208 ¢2o 208020 208 020 222 581 238 182
Councliers - Housing Alowance e85 25188 25188 25 188 25 186

89 487 348 1 _m

- The budget for salaries has increased with 1.89% (R1208 304)

amaount.

- We believe that this insignificant increase was broug

of employee costs.

ht along by sufficient budgeting in terms

from the original budgeted

- Main reason for the movements in employees costs can be attributed to the following:

© Anincrease in the budget for overtime can be seen from inspecting the table above.
With several matters relating to service delivery,
the ongoing drought) workers in the Technical Department had to work overtime to
ensure that the Municipality adheres to its vision of quality service delivery.

- Provision is made for all employees as at 31 January 2017,

- The ratio of employee related costs to o
66.37%). 'This ratio is calculated taking into consideration Electricity sales as a.
Mohokare Local Municipality through the consolidated budget received from Ce

- When the amount relating to Electricity

81.60% (2015/16: 85.65%).

(especially water problems due to

perating income stands at 63.55% (2015/ 16:
llocated to
ntlec.

sales are excluded the percentage increases to
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Repairs and Maintenance

The adjusted repairs & maintenance budget is as follows:

Rt « Furniture & Equipmiest; - E60,00 500, 554 £78
Rid - Bulldings Counch Prop 14 600,00 356 40000 35500000 } 385 875 405 168
BRIt - vehicles & Eoulpment:C 32600000 320 000,00 320 000,00 36 000 a5k 800 379 440
Rt - Dumping Site;Councl P - L 1200000 12 605,00 12800 13230 13882
Rit - Buidings: Adminisirati 24 600,00 24 88000 24 006,50 25200 28480 27 783
RiRt - Veiicles & Bouipment: 4 - 5 008,00 sS00000 250 63513 5788
R - Fumniture & Equipment; 3484817 3484817 3484847 ees s g orsd 4 455
R - Traffic & Rosd Signs; 20 600,05 126 080400 120 000,06 128400 132300 128915
A4 - Tools & Squipment; - 304,00 3000 318 3 34F
Rii - Tools & Foulpiment:Zast 48000000 480 800,00 480 000,00 514508 540235 567 235
Rt - Tools & Equipment:Bmit 410 608,08 410 000,00 413:008,00 430 500 482 826 474 626
R - Tools & Equipment Roux B0 006,00 380 008,00 260 000,00 krgnit 356 904 418 748
RAM - Plant & Equipment:Zast 20000650 200 080,60 200 conbg 21000 220 500 254 828
RAA - Plant & Equipmant Rouy 44 800,08 144 600,00 144 GOO.00 151 260 183780 166 698
¢ ~ Dimping Stte; 130001 1 300,01 300,01 1388 1433 1508
R ~ Reads & Sireets: - 106 860,00 106 680,00 105 608 TH 250 118763
R - Stormwater: 478 808 06 478 G06,00 475 800 6 455 804 B4 VoR 5814030
R« Velicies & Equipment,Z - 0 000,00 166 006,00 105 608 118 288 115783
Rtk - Water Rediculation; ‘ - 25000, 50 25 500,00 2% 250 27 563 28 941
Rt - Plant & Equinment, Zast 384 600,00 Az4 00008 384 500,00 403200 423 380 444 528
RA4 - Plant & Eguipment St 844 BU000 344 00000 344 000 00 381200 375 280 385 223
R - Mlant & Equipment Roux 30400000 304 808,00 2064 oe0,00 2 20 335160 381018
Rild -~ Straet Lights: &7 807 88 67 807,88 8renTee 71 363 74 889 ee12
R - Plant & Squipment 25000008 &56:980.00 850 000,00 892 500 837 128 53 881
Rifd - Hetwerke 344 830,97 34483007 344 830,07 361862 3780558 288852
R - Meders; 4288127 4288127 228827 87 46 848 ' 48 283
5 531 366,48 5510 18548 5 550 16548 —. 0 N LR

- Repairs and Maintenance expenditures were reviewed on an individual basis and
amendments to the budget were made as stated above. An overall insignificant reduction of
R20 000.00 was made. '
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Operational & Gapital Grants with (apital Expenditures

The adjusted grants budget is as follows:

Revenue
Lioeanionat Grane
NY Grant « Equitable Share 84472000 S447z000 54472000 SE801000 5ASen000
NT Grare - FMG . 1625000 1825000 25000 1800080 2155000
NT Grant - EP\JE 10U oo oeoong 1800000 - =
_ 57 297000 57 297 06l 57 297 008 ST 01000 61715 004
Laal Sraras
NY Grare - MIG 28423 000 28429000 28423000 BENE N0 134506800
NT Grant -~ FRIE 35000000 35000000 35000000 23000000 13436000
MY Grare - WA 3 2E5 000 30265000 25000 42500000 $2E06000
WY Grare ~INEP - ™ - - 5000000
93 694 000 33 634 DnH 93 694 900 84 1086 00§ 6 3685 800
Expensditure
Laoidel Grarns
BT Grars - MG 264234000 28429000 28425000 8332000 BI58000
N7 Grant - FRIG FBoasoon 35060000 35000006 45002000 -
MT S - MG BRZERN00 0255000 0265 000 5Zes000 B500800
T Grane ~NEP » - - 300000 5800000
2200000 936000 SSESMI0__ GE3T000 2 ies T
Capiateegarmtione Koo bl
CCA -1 JT0000 310000 30000 368500 407325
LCA ~Tawle and equipment ST0000 570000 £0000 599500 828428
LA ~Yehlolss, plant and FOuipEnt 422 400 460000 480000 483000 507180
COA - Fumiture and offioe equlpment 48 500 48 500 4ES00 50928 53471

1410 360 1448 500 1448 500 182(3_&275 1596 971

- No changes were made to any of the Municipality’s allocated conditional or uncondttional
grants allocated to Mohokare Local Municipality

- The budget for capital expenditure funded by own funds have been increased by an
msignificant amount to budget for items required by the Office of the Mayor.

FINANCIAL IMPLICATIONS

Should Treasury find that the reporting received from Mohokare Local Municipality is not up to
- standard, they could withhold Equitable Share hampering the service delivery of Mohokare Local
Municipality.

LEGAL IMPLICATIONS

Compliance with Section 28 (1) of the Municipality Finance Management Act No, 56 of 2003
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PARTIES CONSULTED

The Municipal Manager, Chief Financial Officer, IDP Manager

RECOMMENDATION

1. Itis recommended that the Budget Steering Committee recommends to council the approval
of the adjustment budget of the municipality for the financial year 2016/17 as well a5 the
two projected outer years 2017/18 and 2018/19 as further set out in the following

annexures,
a. Table B1 - Summary _ See Annexure A
b. Table B2 — Financial performance standard classification See Annexure B
c. ‘'Table B3 - Financial performance — by municipal vote See Annexure C

2. It 15 recommended that Council approves the proposed cost saving measures with
immediate effect, :

COMPILED BY:

12



