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PURPOSE

a) To summarise the already approved adjustments to the 2014/15 budget into one document for

noting

b) To present to Council an item previously approved by the Mayor for ratification by Council

c) To present additional adjustments to Council for approval following the mid year assessment

a) PREVIOUSLY APPROVED ITEMS:
(REPLICATION OF ITEM ALREADY APPROVED BY COUNCIL)

1. REPORT ON THE NATIONAL TREASURY APPROVAL OF THE ADM DBSA MIG
FUNDING PLEDGING / FRONTLOADING OF THE 2014/15 AND 2015/16
FINANCIAL YEARS FOR THE AMATHOLE DISTRICT MUNICIPALITY

PURPOSE

a) To note the Council adoption of the National Treasury approval of the ADM’s DBSA MIG Funding
Pledging / Frontloading of R631 835 837.00 of the 2014/15 and 2015/16 financial years for the
Amathole District Municipality (ADM).

b) To note Council’s approval for an adjustment to increase the 2014/15 capital budget of
R631 835 837.00 as a consequence of the approval by National Treasury for the DBSA MIG
frontloading.

c) To note Council’s approval for an adjustment to increase the 2014/15 operating budget of
R47 100 000.00 in respect of interest.

d) To note Council’s approval for an adjustment to increase the 2014/15 operating budget of
R3 000 000.00 in respect of salaries.

AUTHORITY

- Constitution of the Republic of South Africa, Chapter 7, section 152 (b), (c), (d) & (e) and 153 (a)
- Water Service’s Act (108 of 1997)
- The Local Government Municipal Systems Act 32 of 2000
- The Municipal Finance Management Act 56 of 2003
- Municipal Budget and Reporting Regulations 2009 (MBRR)
- Integrated development Plan of ADM



LEGAL/STATUTORY REQUIREMENTS

The Division of Revenue Act 5 of 2006 requests the grant receiving municipalities to submit
quarterly reports on spending against programmes.

The Municipal Finance Management Act Section 28(1) stipulates that a municipality may revise an

approved annual budget through an adjustment.

(2) An adjustments budget:

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 programmes

already budgeted for:

c) may, within a prescribed framework, authorise unforeseeable and unavoidable 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;

(4) Only the mayor may table an adjustments budget in the municipal council, but an

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

prescribed limitations as to timing or frequency.

(5) When an adjustments budget is tabled, it must be accompanied by-

(a) an explanation how the adjustments budget affects the annual budget:

(b)  a motivation of any material changes to the annual budget:

(c) an explanation of the impact of any increased spending on the annual budget and the annual

budgets for the next two financial years

REASONING/BACKGROUND

The ADM is working towards meeting the national water service delivery targets of “adequate
potable and effective supply of safe water to all by 2014 and adequate and sustainable sanitation to
all by 2014. The ADM as the Water Services Authority (WSA) in its area of jurisdiction is facing
enormous water and sanitation backlogs. Given the historical of underdevelopment in the rural areas,
ADM has made stride in pushing the frontiers of poverty backwards. ADM is however aware that the
greater part of restoring the dignity of its people and providing them with sustainable and efficient
municipal services remains a fundamental task in the new dispensation.



ADM in its 2013/14 Strategic Session resolved to allow the Municipal Manager to investigate
alternative potential funding sources. In December 2013, the ADM approached the Municipal
Infrastructure Support Agency (MISA) with a view of requesting assistance to facilitate potential
funding sources and/ or resources necessarily capable to make an indelible dent on these noble
projects for ADM’s struggling poor masses. In January 2014, ADM met with the Development Bank
of Southern Africa (DBSA) to discuss the potential MIG Pledging/frontloading. Subsequent to the
Council approval in May 2014, ADM has since been invited by the National Treasury to present
the pledging/frontloading business case.

PROGRESS TO DATE

During February 2014, officials of the two institutions i.e. ADM and DBSA worked tirelessly on
packaging both water and sanitation projects for the ADM MIG Pledging Proposal and the projects
were as follows;

Name of Projects and Disciplines No of
Units

Total Project
Amount

Mnquma Region 1B Wards 7,8,9,10,12,20,21,22 Project
(Sanitation)

16 745 R 158 622 003.85

Amahlathi Region 1A and 1B Wards 1,2,3,16 Project (Sanitation) 4 227 R 40 041 587.73
Great Kei Wards 1,2,3,4,6 Project (Sanitation) 5 256 R 49 789 114.06
Mnquma Region 2B Project (Sanitation) 3 697 R 35 020 934.50

Mbhashe Region 2A Project (Sanitation) 5 901 R 55 898 981.47
Mnquma Region 2 Sanitation 6 624 R 62 747 814.00

*Nkonkobe region 2A sanitation VIP 10 407 R 98 583 429.60

*Ngqushwa region 2 sanitation VIP 13 843 R 131 131 970.40

TOTAL 66 700 R 631 835 837.00

The above was approved by the DBSA Board Credit Investment Committee on the 18th March 2014
and it also considered the scale and implementation timelines (9 to 12 months) of the proposed VIP
sanitation projects, DBSA also approved an additional R3 million that will support the augmentation
of the implantation capacity in the Project Management Unit. The DBSA loan agreement will
constitute the following key terms in anticipating the Council approval to pledge the MIG
allocations;

 A Council resolution will be required to authorize the pledging of the 2014/15 and 2015/16
financial years

 The DBSA will require a ceded bank account separated from the primary bank account for
the repayment of the loan. This will be operationalized through a cession agreement.

 ADM should incorporate consultations on the proposed pledging during the IDP sessions and
consult all the relevant stakeholders, advertise the intention to incur the long-term debt (2
year facility) and fulfill the provisions of section 46 (3) of the MFMA and section 21 (a) of
the Municipal Systems Act 32 of 2000

 Appropriate the proposed borrowing in the capital budget for the 2014/15 financial year
 Provide a draw-down schedule which should be within the availability period. This will be to

a maximum of 12 months from the date of signature of the loan agreement if ADM is to
realize the benefit of pledging/frontloading



The next stage of the pledging/frontloading process is to submit a motivation to National Treasury
following Circular 51 guidelines for a final approval consideration and DBSA is assisting ADM in
this regard. The ADM (represented by Municipal Manager, Chief Financial Officer, Director
Engineering Services, Strategic Manager and Director Corporate Services) had since met the
National Treasury and Cooperative Governance and Traditional Affairs (CoGTA) department on the
10th July 2014 in Pretoria where ADM tabled a motivation for the pledging/frontloading (see the
attached presentation as Annexure A). The approval of the National Treasury has since been
granted and it excluded the following projects i.e. Elliotdale Wastewater and Shixini Water Supply
based on the nation that there are still lengthy processes to be undertaken such as environmental
impact assessments (EIAs) and license applications (abstraction and discharge).

As a consequence of the approval of DBSA MIG front loading, the capital budget for 2014/15 is to
increase with the funding being sourced from external loans in the form of a loan from DBSA.
National Treasury has granted approval that the MIG funds back the loan.

Additional expenditure/costs will be incurred as a result of the accelerated spending on projects.
These include additional projects as detailed in the table above, interest on the loan from DBSA and
salaries for the implementation of the accelerated programmes.

The interest to be paid on the loan will financed from ADM funds.

In addition the operating budget for salaries in 2014/15 is to increase with the funding being sourced
from the DBSA conditional grant for the Temporary Capacitation of the Implementation Unit.

This approval of adjustments to the 2014/15 budget in line with legislation is a means of preventing
unauthorised expenditure and audit findings which may adversely impact the audit outcome.

FINANCIAL IMPLICATIONS

The total budget approved by National Treasury for the ADM DBSA MIG Funding
Pledging/frontloading is R631 835 837.00 (see attached letters as Annexure B) and further
approved a DBSA conditional grant amounting to R3 000 000.00 for temporary Capacitation of the
Implementation Unit (PMU in the case of ADM)

The 2014/15 budget adjustments have the following effect:

Recommendation Increased
Expenditure

Increased
Income

Funding Source

Increase the capital budget R631 835 837.00 R631 835 837.00 External loan from
DBSA (external source)

Increase the operating
budget – interest paid
(PMU)

R47 100 000.00 R47 100 000.00 ADM funds (internal
source)

Increase operating
expenditure – salaries
(PMU)

R3 000 000.00 R3 000 000.00 Conditional grant from
DBSA for Temporary
Capacitation of the
Implementation Unit
(external source)



STAFF IMPLICATIONS

The current PMU structure needed to be beefed up (7 x Senior Technicians and 14 Engineering
Students) in order to cope with the additional funding from pledging/frontloading. Then ADM should
also request both DBSA and MISA to provide Project Management support.

OTHER PARTIES CONSULTED

National Treasury
Development Bank of Southern Africa
Municipal Infrastructural Support Agency
CoGTA

CONCLUSIONS

The pledging/frontloading will assist ADM in accelerating the water and sanitation backlogs if it’s
considered the loan agreement upfront. Lastly, the savings on cost escalation as a result of bulk
procurement and early receipt of VAT portion will provide an income stream from which ADM
could pay the DBSA interest costs without placing pressure on the balance sheet of ADM.

RECOMMENDATION

a) That the National Treasury approval of the ADM’s DBSA MIG Funding
Pledging/Frontloading of R631 835 837.00 of the 2014/15 and 2015/16 financial years for the
Amathole District Municipality (ADM) be noted

b) Adjustment to increase the 2014/15 capital budget of R631 835 837.00 as a consequence of
the approval by National Treasury for the DBSA MIG frontloading be noted

c) Adjustment to increase the 2014/15 operating budget of R47 100 000.00 in respect of interest
on the DBSA loan be noted

d) Adjustment to increase the 2014/15 operating budget of R3 000 000.00 in respect of salaries
be noted



b) ITEM PREVIOUSLY APPROVED BY THE MAYOR FOR RATIFICATION BY
COUNCIL

1. REPORT ON THE ADJUSTMENTS TO THE 2014/2015 BUDGET

PURPOSE

a) Seek Council’s ratification of the Executive Mayor’s approval for adjustments to the

2014/15 budget, amounting to R30 618 608, to add the following projects, funded from

prior year income, of R18 000 000, resulting from unspent funds in the 2013/14 budget,

and from the unspent internally funded projects funds of R12 618 608

Project Name Amount Account Number

MUNICIPAL MANAGER
Chiselhurst Relocation R10 000 000 88 20 8 55 017 00

Total Municipal Manager R 10 000 000

BUDGET AND TREASURY OFFICE
Service Coverage R178 277 88 35 8 25 134 00

Asset Management System R2 400 000 88 35 8 25 143 00

Total Budget & Treasury Office R 2 578 277

ENGINEERING
Chemicals Butterworth WTW R420 000 45 14 1 75 029 00

Chemicals Xhora WTW R200 000 45 44 1 75 029 00

Electricity Xhora WTW R400 000 45 44 1 75 055 00

Construction of Transfer Station in Mnquma and Mbhashe R1 400 000 88 35 8 45 012 00

Emergency Sanitation Erection of VIP R600 000 88 35 8 45 013 00

Provision of Multi Nodal Public Transfer Facilities in

Willowvale

R2 000 000 88 30 8 35 018 00

The Development & Implementation of the Refurbishment

Plan Dutywa Dam

R2 000 000 88 30 8 45 014 00

Chintsa East Dam Spillways Protection R332 935 88 30 8 45 015 00

Construction of reservoirs in Bedford and Adelaide R4 410 926 88 30 8 35 112 00

Cathcart Retrofitting R644 557 88 30 8 35 053 00

Butterworth Retrofitting R 255 001 88 30 8 35 053 00

Special Programs Water & Sanitation R494 045 88 30 8 45 129 00

Goshen - Erection of VIP Structures R255 000 88 30 8 45 001 00

RHIG - R8 500 000 project R869 711 Various 35 accounts

RHIG - R9 000 000 project R1 116 798 Various 35 accounts



Project Name Amount Account Number

Construction of Toleni WTW Accommodation R142 000 88 30 8 45 134 00

Toleni Water Scheme:  Buildings R153 848 45 56 403 001 00

Mayor's Projects:  Emergency Sanitation Roll out R75 000 88 30 8 35 053 00

Installation of Bulk Water Meters in Great Kei & Amahlathi R1 132 88 30 8 35 053 00

Installation of Bulk Water Meters in Nkonkobe and Ngqushwa R24 355 88 30 8 35 053 00

Installation of Bulk Water Meters in Mbhashe R 14 588 88 30 8 35 053 00

Supply and Delivery:  Bulk Water Meters R210 000 88 30 8 35 053 00

Total Engineering R16 019 896

COMMUNITY SERVICES
Mbhashe LM Disaster Centre R2 000 000 88 30 8 40 075 00

Hamburg Fire Station R180 000 88 30 8 35 037 00

Willowvale Fire Station R754 000 88 30 8 35 038 00

Total Community Services R 2 934 000

Grand Total Applied For: R 31 532 173

b) To seek Council’s ratification of the Executive Mayor’s approval for adjustments to the 2014/15

capital budget for emergency rehabilitation required, amounting to R29 186 368, to add the following

projects, funded from prior year income, of R29 186 368, resulting from unspent funds in the

2013/14 budget as well as an additional allocation of R50 161 to Butterworth Water

NAME OF PLANT – EMERGENCY

MAINTENANCE/REFURBISHMENT

AMOUNT ACCOUNT

NUMBER

Bedford Waste Water Treatment Works R2 760 492 45 75 503 050 00

Keiskammahoek Waste Water Treatment Works R3 416 554 45 66 503 050 00

Alice Water R3 010 081 45 28 503 050 00

Butterworth Water (increased by R50 161) R12 318 351 45 14 503 050 00

Kei Road Water R2 457 878 45 23 503 050 00

Qwaninga Water R1 405 908 45 09 503 050 00

Peddie Waste Water Treatment Works R1 175 801 45 76 503 050 00

Middeldrift Waste Water Treatment Works R1 217 515 45 72 503 050 00

Management of O&M  Water & Sanitation R1 473 949 45 01 503 050 00

SUB TOTAL: R29 186 368

Butterworth Water Additional R50 161 45 14 503 050 00

GRAND TOTAL: R29 236 529



c) The approval of the rollover of R51 030 247 unspent external funds per department be ratified, as

detailed per project in “Annexure A”, summary per department below:

Strategic Management R226 633

Corporate Services R347 343

Engineering R6 311 472

LHSED R44 144 799

TOTAL: R51 030 247

d) The approval of the transfer of R1 400 000 worth of projects out of LESS Mandela Legacy

Interventions (88 30 8 05 012 00) for Mandela Day Projects, with R200 000 being allocated to

Corporate Services (88 25 8 20 134 00) and R1 200 000 being allocated to the Municipal Managers

Department (88 25 8 55 129 00) be ratified

e) The approval of the transfer of R1 000 000 worth of projects out of Community Services to

Engineering Department for the Construction of a Fire Station in Mnquma (88 30 8 35 088 00) be

ratified

f) The approval of the allocation of R1 000 000 for Provision of Rainwater Tanks and Guttering

funded from refund from Amatola Water in 2013/14 be ratified

g) The transfer of the  budget from the post of the Organizational Development & Job Evaluation

Manager in Corporate Services Department to post of Special Programmes Unit Manager in LESS

for 7 months amounting to R445 706 be approved

h) The movement of funds from Budget & Treasury Office to Municipal Manager of R350 000 in

total, R50 000, per local municipality to cover part of the operating costs of the satellite offices be

approved

AUTHORITY

 The Municipal Finance Management Act, 56 of 2003 (MFMA), section 28 1-5 and section 30

 Municipal Budget and Reporting  Regulations 2009 (MBRR), part 4

LEGAL/STATUTORY REQUIREMENTS

28. (1) A municipality may revise an approved annual budget through an adjustment

(2) 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 additional 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, authorize unforeseeable and unavoidable expenditure

recommended by the mayor of the municipality:

d) may authorize the utilization of projected savings in one vote towards spending under another

vote;

e) may authorize 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.

(3) An adjustments budget must be in a prescribed form.

(4) Only the mayor may table an adjustments budget in the municipal council, but an adjustments budget

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

or frequency.

(5) When an adjustments budget is tabled, it must be accompanied by-

(b) an explanation how the adjustments budget affects the annual budget:

(b)  a motivation of any material changes to the annual budget:

(c) an explanation of the impact of any increased spending on the annual budget and  the annual

budgets for the next two financial years: and

(d) any other supporting documentation that may be prescribed.

Section 30 of the Municipal Finance Management Act defines unspent funds as:

“the appropriation of funds in an annual or adjustments budget lapses to the extent that those funds

are unspent at the end of the financial year to which the budget relates, except in the case of an

appropriation for expenditure made for a period longer than that financial year”,  MFMA – section

30.”

Part 4 section 23 of the MBRR deals with the timeframes for tabling of adjustments budgets:

23. (1) An adjustments budget  referred to in section 28(2)(b), (d) and (f) of the Act may be tabled in the

municipal council at any time after the mid-year budget and performance assessment has been tabled in

the council, but not later than 28 February of the current year.  This adjustment budget will therefore be

re-tabled in February 2015, together with any other adjustments required.



BACKGROUND/REASONING

This approval of adjustments to the 2014/15 budget in line with legislation is a means of preventing

unauthorised expenditure and audit findings which may adversely impact the audit outcome and to

meet certain contractual commitments which ADM entered into in the 2013/14 financial year.  The

need for an early adjustments budget arose due to commitments to contractors appointed in the prior

year, who did complete all their projects before June 2014.  The commitment to the contractor exists,

and an adjustment budget is now necessary to ensure funding is allocated to honour all the

contractual commitments. Refer application from Engineering Annexure B.

Internally Funded Projects and unspent funds from 2013/14

 During the 2013/2014 financial year, ADM approved internally funded programs in the form of

projects.  Funds were allocated to each project according to the Integrated Development Plan (IDP)

and the Service Delivery and Budget Implementation Plan (SDBIP).  At the end of the financial year,

all unspent funds were withdrawn from the projects and allocated to a savings pool, amounting to

R12 618 608.  Departments were then given the opportunity to re-apply for funding from this pool in

the new financial year.  However, the Chiselhurst Relocation Project, which will commence in

November 2014, requires the bulk of the projects unspent funds, as it is estimated that the move will

cost R10 000 000.  The service coverage project in BTO requested an allocation of R178 277 and

Special Programmes for Water and Sanitation, required R494 045 of this funding.  An additional

pool of R18 million has been identified from operational budget underspending in the 2013/14

financial year and the utilization of this has been partially prioritized to meet existing contractual

agreements of R2 612 356.69, and additional crucial project funding of R11 893 494, as detailed in a

motivation received from Engineering, attached as Annexure B.

 Community Services made an application of R2 934 000 for work at two fire stations as well as

refurbishment of the Mbhashe Disaster Centre, refer Annexure C.  However, due to limited funding

their overall allocation will be limited to R2 020 435.

 BTO has requested an amount of R2 400 000 to continue with the implementation of the Asset

Management system, which is a requirement for the municipality to be able to properly track and

account for its assets.  This is a continuation of the project which started in 2013/14 financial year,

refer Annexure F.

Adjustments to the capital budget for emergency rehabilitation work

 Amatola Water Board (AW) entered into a contract with ADM to operate and maintain all ADM

water and waste treatment plants, except Stutterheim and Mbhashe North.  AW withdrew the

majority of its support in November 2013, before the expiration of the contract in June 2014.  ADM

discovered that lots of the facilities were in need of major refurbishment.  An assessment of high risk

treatment facilities was conducted and refurbishment plans to address the issues were drawn up and



savings from the unspent 2013/14 budget were earmarked to fund this refurbishment to be

undertaken in 2014/15, hence the request for an adjustment budget was made to the Executive

Mayor.

Roll over of unspent portions of externally funded projects (Refer Annexure A for detailed

project list)

 At the end of the financial year, an amount of R51 030 247 was unspent, refer Annexure A.  It is

now being sought to add these unspent funds to the 2014/15 budget, in order to continue

implementation of the projects.  ADM has applied for the roll-over of two DORA gazetted funds,

namely, MSIG of R149 534 (Annexure D) and RHIG (Annexure E) of R95 274.  The first response

to applications for rollover is normally received in November.  The bulk of the unspent funds being

in LHSED, which are multiyear allocations, and do not require roll over approval from the funders.

ANNEXURES

1. Annexure A:  Unspent External Funds at end of June 2014

2. Annexure B:  Application from Engineering for additional funds for 2014/15

3. Annexure C:  Application from Community Services for additional funds for 2014/15

4. Annexure D:  Roll over application for MSIG

5. Annexure E:  Roll over application for RHIG

6. Annexure F:  Application from Budget & Treasury for additional funds for 2014/15

7. Annexure G:  Allocation of operational funds from the 2013/14 financial year to address

emergency rehabilitation required which will only be completed during 2014/15Y

8. Annexure H:  Motivation for budget move from OD & JE Manager Task Grade 15/16

Position to SPU Manager TG 15/16 position

STAFF IMPLICATIONS

Funding of the position of SPU Manager under LESS for a 7 month period

FINANCIAL IMPLICATIONS

 Additional internally funded projects to the value of  R30 618 608 financed from the 13/14

financial year’s unspent operational and project funds

 Additional externally funded projects to the value of  R51 030 247 from unspent funds in prior

year

 An additional R1 000 000 for Provision of Rainwater Tanks and Guttering funded from refund

from Amatola Water in 2013/14 be approved

 Total increase in the 2014/15 budget of R111 885 384



RECOMMENDATIONS

a) That Council ratifies the Executive Mayor’s aproval of the  adjustments to the 2014/15 budget, by

adding  the below mentioned projects, totalling R30 618 608, funded from prior year income, of

R18 000 000, resulting from unspent funds in the 2013/14 budget, and from the unspent internally

funded projects funds of R12 618 608.

Project Name Amount Account Number
MUNICIPAL MANAGER

Chiselhurst Relocation R10 000 000 88 20 8 55 017 00

Total Municipal Manager R 10 000 000

BUDGET AND TREASURY OFFICE
Service Coverage R178 277 88 35 8 25 134 00

Asset Management System R2 400 000 88 35 8 25 143 00

Total Budget & Treasury R 2 578 277

ENGINEERING
Chemicals Butterworth WTW R420 000 45 14 1 75 029 00

Chemicals Xhora WTW R200 000 45 44 1 75 029 00

Electricity Xhora WTW R400 000 45 44 1 75 055 00

Construction of Transfer Station in Mnquma and Mbhashe R1 400 000 88 35 8 45 012 00

Emergency Sanitation Erection of VIP R600 000 88 35 8 45 013 00

Provision of Multi Nodal Public Transfer Facilities in

Willowvale

R2 000 000 88 30 8 35 018 00

The Development & Implementation of the Refurbishment

Plan Dutywa Dam

R2 000 000 88 30 8 45 014 00

Chintsa East Dam Spillways Protection R332 935 88 30 8 45 015 00

Construction of reservoirs in Bedford and Adelaide R4 410 926 88 30 8 35 112 00

Cathcart Retrofitting R644 557 88 30 8 35 053 00

Butterworth Retrofitting R 255 001 88 30 8 35 053 00

Special Programs Water & Sanitation R494 045 88 30 8 45 129 00

Goshen - Erection of VIP Structures R255 000 88 30 8 45 001 00

RHIG - R8 500 000 project R869 711 Various 35 accounts

RHIG - R9 000 000 project R1 116 798 Various 35 accounts

Construction of Toleni WTW Accommodation R142 000 88 30 8 45 134 00

Toleni Water Scheme:  Buildings R153 848 45 56 403 001 00

Mayor's Projects:  Emergency Sanitation Roll out R75 000 88 30 8 35 053 00

Installation of Bulk Water Meters in Great Kei & Amahlathi R1 132 88 30 8 35 053 00



Project Name Amount Account Number
Installation of Bulk Water Meters in Nkonkobe and Ngqushwa R24 355 88 30 8 35 053 00

Installation of Bulk Water Meters in Mbhashe R 14 588 88 30 8 35 053 00

Supply and Delivery:  Bulk Water Meters R210 000 88 30 8 35 053 00

Total Engineering R16 019 896

COMMUNITY SERVICES
Mbhashe LM Disaster Centre R2 000 000 88 30 8 40 075 00

Hamburg Fire Station R20 435 88 30 8 35 037 00

Willowvale Fire Station 0 88 30 8 35 038 00

Total Community Services R2 020 435

Grand Total Approved: R30 618 608

b) That Council ratifies the Executive Mayor’s approval for adjustments to the 2014/15 capital budget

for emergency rehabilitation required, amounting to R29 186 368, to add the following projects,

funded from prior year income, of R29 186 368, resulting from unspent funds in the 2013/14 budget

as well as an additional allocation of R50 161 to Butterworth Water

NAME OF PLANT – EMERGENCY

MAINTENANCE/REFURBISHMENT

AMOUNT ACCOUNT

NUMBER

Bedford Waste Water Treatment Works R2 760 492 45 75 503 050 00

Keiskammahoek Waste Water Treatment Works R3 416 554 45 66 503 050 00

Alice Water R3 010 081 45 28 503 050 00

Butterworth Water (increased by R50 161) R12 318 351 45 14 503 050 00

Kei Road Water R2 457 878 45 23 503 050 00

Qwaninga Water R1 405 908 45 09 503 050 00

Peddie Waste Water Treatment Works R1 175 801 45 76 503 050 00

Middeldrift Waste Water Treatment Works R1 217 515 45 72 503 050 00

Management of O&M  Water & Sanitation R1 473 949 45 01 503 050 00

SUB TOTAL: R29 186 368

Butterworth Water Additional R50 161 45 14 503 050 00

GRAND TOTAL: R29 236 529



c) That the approval of the rollover of R51 030 247 unspent external funds per department, as detailed

per project in “Annexure A”, summaries per department below be ratified

Strategic Management R226 633

Corporate Services R347 343

Engineering R6 311 472

LHSED R44 144 799

TOTAL: R51 030 247

d) That the approval of the transfer of R1 400 000 worth of projects out of LESS Mandela Legacy

Interventions (88 30 8 05 012 00) for Mandela Day Projects, with R200 000 being allocated to

Corporate Services (88 25 8 20 134 00) and R1 200 000 being allocated to the Municipal Managers

Department (88 25 8 55 129 00) be ratified

e) That the approval of the transfer of R1 000 000 worth of projects out of Community Services to

Engineering Department for the Construction of a Fire Station in Mnquma (88 30 8 35 088 00) be

ratified

f) That the approval of the allocation of R1 000 000 for Provision of Rainwater Tanks and Guttering

funded from refund from Amatola Water in 2013/14 be ratified

g) That the transfer of the  budget from the post of the Organizational Development & Job Evaluation

Manager in Corporate Services Department to post of Special Programmes Unit Manager in LESS

for 7 months amounting to R445 706 be approved

h) That the movement of funds from Budget & Treasury Office to Municipal Management of R350 000

be approved

i) That the approval of the overall increase of R111 885 384 of the 2014/15 budget be ratified



c) ADDITIONAL ADJUSTMENT ITEMS FOR COUNCIL APPROVAL FOLLOWING
THE MID YEAR ASSESSMENT:

PURPOSE

a) To present savings declarations on internally funded projects of R1 193 848

NAME OF PROJECT AMOUNT
DECLARED

DEPARTMENT

Data Management Tool 300 000 BTO

Establishment of Resource Hub 150 000 MM

Knowledge Management Peer Seminars/ Classes 16 310 MM

Development and printing of policy formulation catalogue/ leaflet 12 000 MM

Policy Development Awareness Programme 18 238 MM

Bell Settlement Planning / Cefane 116 300 LHSED

Cintsa East Settlement Planning 300 000 LHSED

Housing Accreditation 20 000 LHSED

Housing Finance Risk Programme 50 000 LHSED

Mt Pleasant Tenure Security 100 000 LHSED

Shared Services - Spatial Planning Land Use Management Act
Implementation

50 000 LHSED

Visitor Information Centre's Administrators 21 000 LHSED

Settlement Inventory 40 000 LHSED

TOTAL: R1 193 848

b) To request allocation to additional projects of R3 676 590

NAME OF PROJECT AMOUNT
REQUESTED

DEPARTMENT

Data Backup Application (CIBECS) R676 590 Strategic Management

Financial Management System R3 000 000 Strategic Management

TOTAL: R3 676 590



c) To request additional funding of R180 857.69 for ASPIRE in respect of Emthonjeni Arts employees’
salary for August 2014 only

d) To request additional funding for the operational Budget of Emthonjeni Artist Retreat of R1 586 973
(from 01 December 2014 to June 2015). This is be outsourced to ASPIRE

e) To request additional funding of R 359 376.53 for settlement of outstanding amounts due to SALGA
relating to change in the rand rate for membership levies in 2011/12

f) To request a re-allocation of surpluses and an ultimate top up of R36 371 207 to cover the projected
shortfall in salary and salary related costs for the next 6 months

g) To re-allocate the savings of R1 357 886 identified in the expense budgets to fund additional requests

h) To request a reduction in the capital budget of  R14 042 816 to fund additional requests

i) To request an increase in the provision for bad debts in an amount of R71 873 868

j) To request an increase in the insurance premium of R1 100 210

k) To increase rental for premises and parking by R12 000 000

SUMMARY OF INITIAL CASH FLOW ITEMS AMOUNTS
Capital Savings R14 042 816
Operating Budget Savings R 1 357 886
Project Savings R 1 193 848
Project Requirements
(Excludes The Additional R3 Mil For Financial Management System)

(R 676 590)

Salary Top Us (R36 371 207)
TOTAL: R20 453 247

AUTHORITY

- The Municipal Finance Management Act 56 of 2003
- Municipal Budget and Reporting Regulations 2009 (MBRR)

LEGAL/STATUTORY REQUIREMENTS

The Municipal Finance Management Act Section 28(1) stipulates that a municipality may revise an

approved annual budget through an adjustment.

(2) An adjustments budget:

f) may appropriate additional 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:

g) may, within a prescribed framework, authorise unforeseeable and unavoidable expenditure

recommended by the mayor of the municipality:



h) may authorize the utilization of projected savings in one vote towards spending under another

vote;

i) 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;

(4) Only the mayor may table an adjustments budget in the municipal council, but an

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

prescribed limitations as to timing or frequency.

(5) When an adjustments budget is tabled, it must be accompanied by-

(c) an explanation how the adjustments budget affects the annual budget:

(b)  a motivation of any material changes to the annual budget:

(c) an explanation of the impact of any increased spending on the annual budget and the annual

budgets for the next two financial years

REASONING / BACKGROUND

Internally Funded Projects
After the first 6 months of project implementation, the Project Steering Committee (PSC) requested
all departments to assess the level of spending and implementation of projects and to declare savings
as well as to make applications for any top ups required. This has resulted in the declaration of
R1 193 848 and top up requests of R3 676 590 as detailed above.

Aspire Additional Requests
The funding of R180 857.69 is to pay salaries of staff who worked for Emthonjeni Artist Retreat for
August 2014 without payment. The additional amount of R1 586 973 is to cover the operating costs
of the resort from December 2014 to June 2015. A final decision needs to be made on future of the
Emthonjeni Lodge.

SALGA
In the 2011/12 financial year, the annual membership fees were paid to SALGA.  However, after the
payments was made, SALGA increased the rate in the rand, resulting in an additional amount of
R 359 376.53 being due.  ADM applied for exemption from this, however after numerous discussions
and ADM being included in the list of municipalities not in good standing, an agreement was reached
to settle this long outstanding amount.

Forecast Shortage In Salary And Salary Related Costs
To request a re-allocation of surpluses and an ultimate top up of R36 371 207 to cover the projected
shortfall in salary and salary related costs for the next 6 months as detailed in the below tables.
Bearing in mind that the only source of funding available is the R236 million remaining in
investments, as no additional significant revenue streams have been identified.

Councillors increases have not yet been finalized.  Once the increases have been gazetted they will
be paid out.  An estimated R741 649 is requested to cover these increases.



The total cost to ADM to fill all posts approved as part of the re-engineering process, is R136
million.  The above position reflects a current salary deficit of R36 million.  As there are no
additional revenue sources, the filling of posts needs to be prioritized in terms of the identified posts
which contribute to the R36 million deficit.  Further to this, the Municipality may need to take a
decision to postpone the filling of vacant posts until such time as additional revenue is secured.

SUMMARY OF SALARY SURPLUSES / (SHORTFALLS) PER
DEPARTMENT

AMOUNT

Legislative & Executive Support Services (R    130 838)

Strategic Management (R 1 994 012)

Corporate Services R240 203

Budget & Treasury (R 3 408 725)

Engineering (R4 864 528)

Community Services R0

Water & Sanitation (R22 447 287)

Land Human Settlements & Economic Development R     349 769

Municipal Management (R4 115 789)

TOTAL: (R36 371 207)













EXPENSE BUDGET PROJECTED SAVINGS
The projected surplus declared in the overall expenditure budget amounts to R1 357 886, detailed per
line below:

SUMMARY OF OPERATING BUDGET SURPLUSES/(SHORTFALLS) PER
DEPARTMENT

AMOUNT

Legislative & Executive Support Services (R647 431)

Strategic Management R1 842 269

Corporate Services (R3 888 130)

Budget & Treasury (R304 246)

Engineering (R45 577)

Community Services (R1 215 704)

Water & Sanitation R7 885 620

Land Human Settlements & Economic Development (R2 114 676)

Municipal Management (R154 239)

TOTAL: R 1 357 886













SAVINGS IN THE CAPITAL BUDGET
Departments analyzed their capital budgets and have identified R14 042 816 as savings to contribute
to the overall requirements.  Details per department as per below:



INCREASE IN THE PROVISON FOR BAD DEBTS
During the 2014/15 financial year, the debt book has grown to R577 million.  Past trends and norms
have indicated that the municipality provides for 80% of their outstanding debt. The outstanding



debt was projected to the end of June 2015, and a provision based on 80% was calculated.  When
comparing what was required to top up the existing provision, the available budget is insufficient.
Should the municipality not increase this provision, it could lead to an audit finding and possible
audit qualification, therefore a top up of R72 million is required.  Since a provision is not a direct
cash outflow, however, a balanced budget is still required, the top up will thus be financed against
the available investments.

INCREASE IN INSURANCE PREMIUM
An additional amount of R1.1 million is required to insure council’s assets up until the end of the
financial year.  The additional premium has resulted from the insurance contract being renewed on a
month to month basis during the transition period of relocating.  This type of cover is more costly
than annual cover, due to the high risk classification of short term periods of cover. As this is a
direct outflow of cash, it will need to be funded from the investments.

RENTALS FOR OFFICE SPACE AND PARKING
An estimated additional amount of R7 million rand to cover the occupational rental cost of premises
vacated and needing to be restored to initial condition is required.  This is applicable to Caxton
House, Octoproc and BOE Buildings.

FINANCIAL IMPLICATIONS

Recommendation Increased
/(Decreased)
Expenditure

Increased/(Decreased)
Income

Funding
Source

Decrease in internally funded
projects

(R1 193 848) (R1 193 848) Savings
Internally
Funded Projects

Increase in internally funded
projects

R3 676 590 R3 676 590 Reserves –
Savings
declared on
projects

Allocation to Salaries for
Emthonjeni

R180 858 R180 858 Reserves

Allocation to operating costs
for Emthonjeni

R1 586 973 R1 586 976 Reserves

Allocation for SALGA levies R359 377 R359 377 Reserves
Additional salary costs for
next 6 months

R36 371 207 R36 371 207 Reserves and
savings on
projects,
operating budget
and capital

Projected savings in
operating budget

(R1 357 886) (R1 357 886) Savings internal
funds

Reduction in Capital Budget (R14 042 816) (R14 042 816) Savings Internal
funds

Increase in the Provision for
Bad Debts

R71 873 868 R71 873 868 Reserves

Increase in the Insurance
Premium

R1 100 210 R1 100 210 Reserves

Increase in Rental R12 000 000 R12 000 000 Reserves
TOTAL: R110 554 533 R110 554 533



STAFF IMPLICATIONS

An overall decision regarding the vacant posts needs to be reached.

OTHER PARTIES CONSULTED

Heads of Departments
Project Steering Committee
Budget Steering Committee

RECOMMENDATION

a) That the savings declarations on internally funded projects of R1 193 848 be approved
b) That the allocation to additional projects of R3 676 590 be approved
c) That the additional funding of R180 857.69 for ASPIRE in respect of Emthonjeni Arts employees’

salary for August 2014 only be approved
d) That the additional funding for the operational Budget of Emthonjeni Artist Retreat of R1 586 973

(from 01 December 2014 to June 2015). This is be outsourced to ASPIRE be approved
e) That the additional funding of R 359 376.53 for settlement of outstanding amounts due to SALGA

relating to change in the rand rate for membership levies in 2011/12 be approved
f) That the re-allocation of surpluses and an ultimate top up of R36 371 207 to cover the projected

shortfall in salary and salary related costs for the next 6 months be approved
g) That the savings of R1 357 886 identified in the expense budgets to fund additional requests be

approved
h) That the reduction in the capital budget of  R14 042 816 to fund additional requests be approved
i) That the increase in the provision for bad debts in an amount of R71 873 868 be approved
j) That the request to increase the insurance premium of R1 100 210 be approved
k) That the increase in rental for premises and parking of R12 000 000 be approved
l) Council makes a decision to prioritize and or postpone the filling of all new and vacant posts as per

the approved organogram
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