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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. In addition, Municipal Budget 

Reporting Regulation (MBRR) 23(2) states that “if National or Provincial government allocates or 

transfers additional revenues to a municipality, the Mayor of a municipality must, at the next 

available Council meeting, but within 60 days of the approval of the relevant National or Provincial 

adjustment budget, table an adjustments budget referred to in section 28(2)(b) of MFMA in the 

Municipal Council to appropriate these additional revenues.  

The municipality opted for budget adjustment since the municipality received Disaster Relief Grant 

from National Treasury amounting to R596 thousand and savings from Intergrated National 

Electrification Grant rolled over amounting R 12 122, and unforeseen expenditure/unavoidable 

expenditure of R103 thousand. 

 

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. 
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SUMMARY 

 
 

The executive summary illustrate original budget; adjustment; adjusted budget and outer years 

for operating revenue; operating expenditure; transfer capital and capital expenditure. 

 

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

 Total operating revenue budget has increased from R49, 573 million to R492, 169 million 

from the main adjustment budget. 

 The operational expenditure budget has also increased R485, 305 million to R486, 004 

million from the main adjustment budget. 

  Capital expenditure budget has increased from R103, 090 million to R113, 102 million. 
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Table B1 Sum: Adjustment Budget Summary 
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The above B1 Sum table summarizes the impact of special adjustment budget on the main adjustment 

budget. 

 

The impact of special adjustment budget on the main adjustment budget is as follows: 

Operating revenue 

For the municipality to continue improving the quality of services provided to its communities it needs to 
generate the required revenue and as a result, strong revenue management and stringent expenditure 
management are fundamental to the financial sustainability of the municipality. The reality is that the 
municipality is faced with developmental backlogs and growing debt book that negatively affects cash flow 
position of the municipality.  
 

 

 Transfer recognized operational – increase on the transfers of R596 thousand disaster grant from 

national treasury to address the COVID 19 pandemic that has hit the country and the world as at 

large, the grant is for the municipality to render basic services for vulnerable communities during the 

lockdown and to sanitize public transport facilities. 

 

Operating expenditure 

The operational expenditure budget increases due to expense relating to addressing the COVID 19 pandemic 

and effect of lockdown on vulnerable communities. aforementioned expenditure is an increase in employee 

related services due to performance bonus of director corporate services. 

 

 Employee cost – increase of R103 thousand from main adjustment budget is based on the 

performance bonus payable to director corporate services. 

 

 Other expenditure 

- Increase is based on the expenditure incurred to address the COVID 19 pandemic from the 

disaster relief grant 

 

Capital expenditure 

- Capital expenditure budget has increased from R113, 090 million to R113, 102 million, 

due to the savings of R12 thousands rollover to the current year and allocated to 

Electrification of Tambo projects. 
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Capital expenditure 

 

 
 

Capital expenditure budget has increased from R113, 090 million to R113, 102 million, increase due to INEP 

savings rolled-over. 
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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 B1, this table also show that 
the budgeted total revenue has increased from R588, 766 million to R589, 374 million while operating 
expenditure has increased from R485, 305 million to R486, 004 million. The net effect of the adjusted 
budget is a surplus of R103, 475 million that took into consideration non-cash item (depreciation and 
debt impairment). 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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TableB4: Adjustment Budget–Revenue & Expenditure 
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REVENUE BY SOURCE 
 

 

EXPENDITURE BY TYPE 

 

 
 

The above graphs present comparison of original, main adjusted and special adjustment budget for revenue 

(by source) and expenditure (by type) and there are minor changes from the main adjustment budget. 
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Revenue  

 
 

Revenue 

Fines; services charges; property rates and transfer are the major components or revenue types under 

operating budget. 
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EXPENDITURE BY TYPE 

 
 

Expenditure 

Employee related cost, contracted services; depreciation; debt impairment and bulk purchases are the major 

components or expenditure types under operating budget. 
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Table B5: Adjustment Capital Budget – vote and funding 

 

 
 

Capital expenditure budget has increased from R113, 090 million to R113, 102 million, minor increase due 

to rollover. The increase emanates from R12, thousand Intergrated Electrification Grant (INEP) savings roll 

over. 
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Table B5B: Adjustment Capital Budget – by Vote 
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Capital Expenditure: Sources of funding 

 

 
 

The above graph reflects the funding proportion for capital expenditure budget after adjustment budget. The 

sources of funding for capital budget are as follows: 

 Municipal Infrastructure Grant 50% 

 Integrated National Electrification Programme Grant 19% 

 Internally Generated Revenue 14% 

 CoGHSTA/Mining Town 17% 

 

 

 

 

 

 

 

 

 

 

 

 

 



 
 

Special Adjustment budget 2019/20 
 
 

18 | P a g e             
  
  
  
   
 
 

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 
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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. 

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.  

 

Original budget amount were exclusive of audited opening balances; the adjustment takes into account 

audited opening balances in the view of reporting with correcting figure. Investment under non-current assets 

relates to the deposit the municipality made to Eskom for electricity licenses to operate in the community and 

does not form part of cash and cash equivalent as the NT chart does not have provision for other non-current 

assets for this kind of investment except heritage assets. Since it causes confusion, the municipality decided 

to move it from investment to other non-current asset. We are in the process of requesting Treasury to add 

a segment on the chart. 
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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 increases because of healthy increase in operational activities due 

to implementations of various interventions, i.e. extensive debt collection drive, cost containment measures 

etc. The 2019/20 MTREF has been informed by the planning principle of ensuring adequate cash generation 

over the medium-term. Cash and cash equivalents at year-end totals to R16, 582 million and at the beginning 

of the 2019/20 financial year the municipality had a positive opening balance of R24, 273 million. Part of 

material and supplies are already purchased and located in stores and are classified as non-cash items. 
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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 2019/20 

MTREF together with this adjustment budget and considering the requirements of section 18 of the MFMA, 

it can be concluded that the 2019/20 Adjustment Budget is funded due to the cash surplus as opposed to a 

deficit. The municipality anticipate to spent hundred percent on grants hence no provision for unspent portion 

 

 

 

 

 

 

 



 
 

Special Adjustment budget 2019/20 
 
 

22 | P a g e             
  
  
  
   
 
 

Table B9: Adjustment Budget – Asset Management 
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Table B10: Adjustment Budget – Basic 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 (Continue) 

 

Indigents in the municipality are residing in ESKOM licensed areas therefore is no revenue forgone from 

municipal perceptive hence no reduction of cost of free basic charge. 
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Table SB 2: Adjustment Budget – Supporting detail to Financial Position 
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Table SB 3: Adjustment Budget – Performance Objectives 
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Table SB 4: Adjustment Budget – Performance Indicators and Benchmarks 
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Table SB 5: Adjustment Budget – Social, Economic and Demographic Statistics and Assumptions 
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Table SB 6: Adjustment Budget – Funding Measurements 
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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 
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Table SB 9: Adjustment Budget – Reconciliation of Transfers; Grants Receipts and Unspent Funds 
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Table SB 10: Adjustment Budget – Transfers and Grants made by the Municipality 
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Table SB 11: Adjustment Budget – Councilors and Staff Members 
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Table SB 12: Adjustment Budget – Monthly Revenue and Expenditure (Municipal Vote) 

 

 



 
 

Special Adjustment budget 2019/20 
 
 

38 | P a g e                   
   
 
 

Table SB 13: Adjustment Budget – Monthly Revenue and Expenditure (Functional Classification) 
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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 (Municipal Vote) 
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Table SB 17: Adjustment Budget – Monthly Capital Expenditure (Functional Classification) 
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Table SB 18a: Adjustment Budget – Capital Expenditure on New Assets by Asset Class 
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SB 18b: Adjustment Budget – Capital Expenditure on Renewal Assets by Asset Class  
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Table SB 18c: Adjustment Budget – Expenditure on Repairs and Maintenance by Asset Class  
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Table SB 18d: Adjustment Budget – Depreciation by Asset Class 
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Table SB 18e: Adjustment Budget – Capital Expenditure on Upgrading of Existing Assets by Asset 

Class 
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Table SB 19: Adjustment Budget – List of Capital Projects 
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Quality certificate 
 

I, MESHACK MAHLAGAUME KGWALE, the Acting Municipal Manager of ELIAS MOTSOALEDI LOCAL 

MUNICIPALITY, hereby certify that the Special Adjustment Budget and supporting documentations for 

2019/20 financial year has been prepared in accordance with the Municipal Finance Management Act and 

the regulations made under the Act. 

 

 

 

 

 

 

 






