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PART 1 – ADJUSTMENT BUDGET 

 

EXECUTIVE SUMMARY 

 

The application of sound financial management principles for the compilation of the municipality’s 

financial plan is essential and critical to ensure that the municipality remains financially viable and 

that municipal services are provided sustainably, economically and equitably to all communities. 

 
Section 28 of Municipal Finance Management Act requires Municipality to revise its approved 

annual budget through an adjustment budget. The format and contents of the adjustment budget 

and supporting documentation must in terms of MFMA, be in the format as specified in Schedule 

B of the Municipal Budget and Reporting Regulations. The adjustment budget as submitted 

herewith contains the applicable adjustment budget tables. 

It should be noted that municipal tax and tariffs may not be increased during a financial year and 

any amendments to the annual budget must remain funded in accordance with section 18 of the 

MFMA. 

The impact of adjustment budget on the approved annual budget is as follows: 

 Operating revenue budget increased from R337, 605 million to R348, 735 million reflecting 

0, 5% increase that is attributed to increase in traffic fines revenue. 

 There is a significant upward adjustment on operational expenditure from R328, 915 

million to R378, 433 million, reflecting 15, 1% increase that is due to material increase in 

depreciation and assets impairment and contracted services. 

  Capital expenditure budget has been adjusted downwards from R94, 449 million to R87, 

619 million, reflecting 7, 2% decrease that is attributed to exclusion of VAT portion of the 

project that was included in the original budget and the portion ought not to be part of the 

project cost from budget point view. 

 Services delivery – this was negatively affected by taking out some capital projects that 

were expected to be delivered in the current financial year and positively affected by 

increasing the budget of some capital projects (please see Table 19 – project list)  
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ADJUSTMENT BUDGET FUNDING  

 

  

 

The above sub-table indicate that surplus on operating budget after taking out non-cash items 

amounts to R30, 990 million that went down from R57, 174 million, however the surplus is still 

sufficient to fund internally funded projects of R21, 462 million (2016/17), since the other portion 

is funded by government grants allocations. The excess surplus is attributed non-collection of 

revenue. The table above portrays a picture that clearly shows that the municipality does not need 

to secure external borrowings in order for it to fully fund the capital budget. 

 

 

 



6 | P a g e                               E M L M  2 0 1 6 / 1 7  A d j u s t m e n t  B u d g e t                       
  
  
  
   
 

ADJUSTMENT BUDGET TABLES 

 

Table B1 Sum: Adjustment Budget Summary 
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The above B1 Sum table summarizes the impact of adjustment budget on the 

approved annual budget. 

 

Operating revenue 

For Municipality to continue improving the quality of services provided to its citizens it needs 
to generate the projected revenue and as a result, strong revenue management and stringent 
expenditure management is fundamental to the financial sustainability of the municipality. 
The reality is that the municipality is faced with developmental backlogs and growing debt 
book. 
The actual revenue received for the period July 2015 to December 2015 were used as departure 

point to determine whether the original revenue budget was realistic and whether it can be 

achieved. Where this was found not to be the case, an adjustment was made to the revenue 

budget for the 2016/17 to 2018/19 financial period to ensure a true reflection of the actual amounts 

to be received. 

 Property rates – this revenue line item has increased from R23, 981 million to R24, 881 

million and the decrease resulted from decrease in revenue forgone. 

 Rental of facilities – the budget increased from R912 thousand to R1, 612 million and 

this shows reflect improved performance relating to rental of facilities of the municipality. 

 Interest earned on external investments – the municipality did not meet its target for 

first half of the financial year and as a result, the budget is now being decreased from R3, 

829 million to R3, 479 million. 

 Interest on outstanding debtors – an increase of R700 thousand in interest on 

outstanding debtors shows that the municipality is still facing difficulties in collecting the 

billed revenue since this revenue line item is always anticipated to decrease 

 Fines – the municipality is now using traffic speed cameras in almost all the entrances of 

Groblersdal and these cameras have brought in a significant improvement in revenue 

relating to traffic fines. Collectability of this revenue is however still a challenge. 

 Other revenue – the budget has been adjusted downwards by R1, 862 million. Other line 

items that were affected by this adjustment include amongst others, zoning certificate, 

rezoning fees, building plan fees and library access fee. 
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Operating expenditure 

 Employee related cost – the budget has been adjusted upwards by R3, 443 million and 

this adjustment was informed by post-employment benefits on current service charge and 

interest charge that were not incorporated in the original budget. 

 Remuneration of councilors – the budget has been increased by R1, 384 million that is 

attributed to change in grading of the municipality for the purpose of determining the upper 

limits for Councillors. 

 Bulk purchase – the budget for bulk purchase was adjusted upwards by R5 million and 

this is due to illegal connections in some areas where communities are enjoying the usage 

of electricity at the expense of the municipality. The bulk purchase pertains to purchase of 

electricity. 

 Other materials – this expenditure line items was used for store items and Provincial 

Treasury advised that it needs to be the repairs and maintenance materials and supplies 

and as a result, the increase is caused by reclassification of the line item. 

 Contracted services – the original budget appeared to be too low as compared to the 

actual expenditure incurred and the budget was therefore increased by R18, 039 million 

that shows that the municipality is relying on consultants. 

 Other expenditure – decrease in budget for this line item is also attributed to 

reclassification of budget for store items since the budget has been relocated from other 

materials to other expenditure. 

 

Capital expenditure 

The capital projects are classified as according to their asset type and the proportion thereof for 

2015/16 financial year is as follows: 

 Community assets (11%) 

 Infrastructure assets – Electricity (13%) 

 Infrastructure assets – Road transport (68%) 

 Other assets (9%) 
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The capital expenditure budget has decreased from R9, 449 million to R87, 620 million reflecting 

a 7, 2% decrease. The projects that caused decrease in capital budget include amongst others:  

 

 Upgrading of Hlogotlou streets R2 million 

 Nyakoroane road R 1 million 

 Hlogtlou Borehole R100 000 

 Upgrading of driving license testing centre R500, 000 

 Transfer station - Ntwane R500 000 

 Bulk metering  R1, 5 million 
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Table B2: Adjustment Budget – Standard Classification 
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Table B3: Adjustment Budget – Municipal Vote 

 

 
 

The above two tables (Table B2 and B3) summarize present comparison of original budget and 

adjusted budget for both revenue and operating expenditure. As explained under Table C1, these 

table also show that the budgeted revenue has increased from R413, 025 million to R414, 976 

million while operating expenditure has increased from R328, 915 million to R378, 433 million. 

The net effect of the adjusted budget is a surplus of R36, 542 million that took into consideration 

non cash item (depreciation and debt impairment) amounting to R60, 688 million. Taking off the 

depreciation and debt impairment amounts, the budget reflects a surplus of R30, 990 million. 

Cognizance should be taken that revenue presented in the above two tables takes into account 

transfer recognized capital and so it does not balance to operating revenue shown in Table B4. 
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Table B4: Adjustment Budget – Revenue & Expenditure 
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The above graphs present comparison of budget for three financial years for revenue (by source) 

and expenditure (by type). 
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Revenue  

Revenue to be generated from property rates, service charges and transfers and grants form a 

significant percentage of the revenue basket of the municipality. These revenue sources comprise 

93, 80% of the total revenue mix. From the below diagram, one would notice that the municipality 

is reliant on grants since the transfers recognized alone contribute 69, 53% to the budgeted 

revenue while 75, 50% of the capital budget is funded from grants. 

 

 
 

 

The impact of revenue budget adjustment on revenue sources is as follows:- 

Revenue sources not affected by budget adjustments: 

 Transfers recognized operational; 

Revenue sources adjusted upwards: 

 Interest on outstanding debtors (11, 4%) 

 Property rates (3, 8%) 

 Rental of facilities (76, 7%) 

 Fines (421, 7%) 

Revenue sources adjusted downwards: 

 Service chargers – electricity (6, 2%) 

 Other revenue (13, 5%). 

 Service charges – refuse (7, 9%); 

 Rental of facilities and equipment (229%); 

 Interest on external investment (9, 1%); and 

 License and permits (4, 0%) 
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Expenditure 

Employee related cost, other/general expenditure and bulk purchases are the major components 

or expenditure types under operating budget. 

 

 
 

The impact of operating expenditure budget adjustment on expenditure types is as follows:- 

 

Expenditure items adjusted upwards: 

 Other materials (242, 2%);  

 Bulk purchase (7, 7%) and 

 Contracted services (87, 8%) 

 Employee related cost (3, 2%); 

 Remuneration of Councilors (7, 3%) and 

 Transfers and grants (5, 6%). 

 

Expenditure items adjusted downwards: 

 Other expenditure (4, 8%) 

 Debt impairment (15, 8%) 
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Table B5: Adjustment Capital Budget – standard and funding 
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Table B5: Adjustment Capital Budget – vote 

 

 
 

 

 

Table B5 is a breakdown of the capital programme in relation to capital expenditure by municipal 

vote (multi-year and single-year appropriations), capital expenditure by standard classification, 

and the funding sources necessary to fund the capital budget, including information on capital 

transfers from national departments. 

The MFMA provides that a municipality may approve multi-year or single-year capital budget 

appropriations. In relation to multi-year budget appropriations for 2016/17 financial year, R53, 587 

million has been allocated of the total R94, 449 million capital budget, which totals to 57,12%. 

This allocation escalates to R65, 696 million in 2017/18 and then to R74, 423 million in 2018/19 

The single-year capital expenditure budget has been appropriated at R33, 763 million (42, 88% 

of the total capital budget) for the 2016/17 financial year and decreases to R18, 051 million in 

2017/18 and then decreases again to R17, 974 million in 2018/19 

 

Unlike the multi-year capital appropriations, single-year appropriations relate to expenditure that 

will be incurred in the specific budget year such as office furniture, ICT equipment, other 

equipment, vehicles, etc. The budget appropriations for two outer years are indicative allocations 

based on departmental needs and will be reviewed on an annual basis to assess the relevance 

of the expenditure in relation to the strategic objectives and service delivery imperatives of the 
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municipality. For the purpose of funding assessment of the MTREF, these appropriations have 

been included but no commitments will be incurred against single-year appropriations for the two 

outer years. 

 

 
 

The above graph reflects how the capital expenditure budget will be funded after the adjustment 

budget. The sources of funding for capital budget are as follows: 

 Municipal Infrastructure Grant  R62, 419 million 

 Integrated National Electrification Programme Grant R13,000 million 

 Internally Generated Revenue R21, 462 million  
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Table B6: Adjustment Budget - Financial Position 

 

 
 

 

Table B6 is consistent with international standards of good financial management practice, and 

improves understandability for councilors and management of the impact of the budget on the 

statement of financial position (previously known as balance sheet). 

This format of presenting the statement of financial position is aligned to GRAP1, which is 

generally aligned to the international version which presents Assets less Liabilities as 

“Accounting” Community Wealth.  The order of items within each group illustrates items in order 

of liquidity; i.e. assets readily converted to cash, or liabilities immediately required to be met from 

cash, appear first. 
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Table B6 is supported by an extensive table of notes (supporting table SB2) that provide detailed 

analysis of the major components of a number of items, including: 

 Call investments deposits; 

 Consumer debtors; 

 Property, plant and equipment; 

 Trade and other payables; 

 Provisions non-current; 

 Changes in net assets; and  

 Reserves. 

The municipal equivalent of equity is Community Wealth/Equity.  The justification is that 

ownership and the net assets of the municipality belong to the community. Any movement on the 

Budgeted Financial Performance or the Capital Budget will inevitably impact on the Budgeted 

Financial Position.  As an example, the collection rate assumption will impact on the cash position 

of the municipality and subsequently inform the level of cash and cash equivalents at year end.  

Similarly, the collection rate assumption should inform the budget appropriation for debt 

impairment which in turn would impact on the provision for bad debt.  These budget and planning 

assumptions form a critical link in determining the applicability and relevance of the budget as 

well as the determination of ratios and financial indicators.  In addition, the funding compliance 

assessment is informed directly by forecasting the statement of financial position. 
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Table B7: Adjustment Budget – Cash Flows 

 

 
 

The budgeted cash flow statement is the first measurement in determining if the budget is funded. 

It shows the expected level of cash in-flow versus cash out-flow that is likely to result from the 

implementation of the budget. The cash and cash equivalents has decreased and this is attributed 

to high level of expenditure incurred and stagnant debt collection rate. The 2016/17 MTREF has 

been informed by the planning principle of ensuring adequate cash reserves over the medium-

term, however this has been proven to be still a challenge as evident in the six months 

performance. Cash and cash equivalents totals to R11, 965 million (Actual) as at the beginning 

of the 2016/17 financial year and the cash and cash equivalents is budgeted to be R8, 264 million 

at the end of financial year. 
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Table B8: Adjustment Budget – Cash Backed Reserves 

 

 
 

The cash backed reserves/accumulated surplus reconciliation is aligned to the requirements of 

MFMA Circular 42 – Funding a Municipal Budget. In essence the table evaluates the funding 

levels of the budget by firstly forecasting the cash and investments at year end and secondly 

reconciling the available funding to the liabilities/commitments that exist. The outcome of this 

exercise would either be a surplus or deficit. A deficit would indicate that the applications exceed 

the cash and investments available and would be indicative of non-compliance with the MFMA 

requirements that the municipality’s budget must be “funded”. 

The end objective of the medium-term framework is to ensure the budget is funded aligned to 

section 18 of the MFMA. As part of the budgeting and planning guidelines that informed the 

compilation of the 2016/17 MTREF and considering the requirements of section 18 of the MFMA, 

it can be concluded that the 2016/17 MTREF is funded due to the significant cash surplus. 
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Table B9: Adjustment Budget – Asset Management 
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Table B9: Adjustment Budget – Asset Management (continued) 
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Table B10: Adjustment Budget – Service Delivery Measurement 
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PART 2 – SUPPORTING DOCUMENTATION 
 

Table SB 1: Adjustment Budget – Budgeted Financial Performance 
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Table SB 1: Adjustment Budget – Budgeted Financial Performance 
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Table SB2: Adjustment Budget – Financial Position Budget 
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Table SB3: Adjustment Budget – SDBIP Performance Objectives 
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Table SB 4: Adjustment Budget – Budgeted Financial Performance Indicators 
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Table SB 5: Adjustment Budget – Statistics Assumptions 
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Table SB 6: Adjustment Budget – Funding Measurement 
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Table SB 7: Adjustment Budget – Transfers and Grants Receipts 
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Table SB 8: Adjustment Budget – Transfers and Grants Expenditure 

 

 
 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 



35 | P a g e                               E M L M  2 0 1 6 / 1 7  A d j u s t m e n t  B u d g e t                       
  
  
  
   
 

Table SB 9: Adjustment Budget – Grants Performance 

 

 
 

The above table shows that the gazette grants of the municipality are still intact and hence no 

adjustment has been effected on either of the budgeted grants and in addition, there is no roll 

over that the municipality needs to incorporate in the adjustments budget. 
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Table SB 10: Adjustment Budget – Transfers and Grants Made by Municipality 
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Table SB 11: Adjustment Budget – Councilors and Staff Benefits 
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Table SB 12: Adjustment Budget – Monthly Revenue and Expenditure 
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Table SB 13: Adjustment Budget – Monthly Revenue and Expenditure 
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Table SB 14: Adjustment Budget – Monthly Revenue and Expenditure 
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Table SB 15: Adjustment Budget – Monthly Cash Flow 
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Table SB 16: Adjustment Budget – Monthly Capital Expenditure 
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Table SB 17: Adjustment Budget – Monthly Capital Expenditure 
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Table SB 18a: Adjustment Budget – Capital – New Assets 
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Table SB 18b: Adjustment Budget – Capital – Renewal of Existing Assets 
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Table SB 18c: Adjustment Budget – Repairs and Maintenance 
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Table SB 18d: Adjustment Budget – Depreciation and assets impairment 
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Table SB 19: Adjustment Budget – List of Capital Projects 
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