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Glossary

Act — means the Local Government: Municipal Finance Management Act, 2003
(Act No. 56 of 2003)

Adjustments Budget — Prescribed in section 28 of the MFMA. The formal means
by which a municipality may revise its annual budget during the year.

Allocations — Money received from Provincial or National Government or other
municipalities.

Budget — The financial plan of the Municipality.

Budget Related Policy — Policy of a municipality affecting or affected by the
budget, such as the tariffs policy, rates policy and credit control and debt collection

policy.

Capital Expenditure - Spending on assets such as land, buildings and
machinery. Any capital expenditure must be reflected as an asset on the
Municipality’s balance sheet.

Cash flow statement — A statement showing when actual cash will be received
and spent by the Municipality. Cash payments do not always coincide with
budgeted expenditure timings. For example, when an invoice is received by the
Municipality it scores as expenditure in the month it is received, even though it
may not be paid in the same period.

DORA - Division of Revenue Act. Annual piece of legislation that shows the
amount of allocations from national to local government.

Equitable Share — A general grant paid to municipalities. It is predominantly
targeted to help with free basic services.

GFS - Government Finance Statistics. An internationally recognised classification
system that facilitates like for like comparison between municipalities.

IDP - Integrated Development Plan. The main strategic planning document of the
Municipality

KPI's — Key Performance Indicators. Measures of service output and/or outcome.

MFMA — The Municipal Finance Management Act — no 53 of 2003. The principal
piece of legislation relating to municipal financial management.

MTREF — Medium Term Revenue and Expenditure Framework. A medium-term
financial plan, usually 3 years, based on a fixed first year and indicative further two
years budget allocations. Also includes details of the previous and current years’
financial position.

Operating Expenditure — Spending on the day-to-day expenses of the
Municipality such as salaries and wages.

Own Revenue — Means total revenue as reflected in the municipality’s financial
performance budget less national and provincial conditional transfers.

Rates — Local Government taxation based on an assessed value of a property. To
determine the rates payable, the assessed rateable value is multiplied by the rate
in the rand.
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SDBIP — Service Delivery and Budget Implementation Plan. A detailed plan
comprising quarterly performance targets and monthly budget estimates.

Strategic Objectives — The main priorities of the Municipality as set out in the
IDP. Budgeted spending must contribute towards the achievement of the strategic
objectives.

Virement — A transfer of budget.

Virement Policy - The policy that sets out the rules for budget transfers. Varmints
are normally allowed within a vote. Transfers between votes must be agreed by
Council through an Adjustments Budget.

Vote — One of the main segments into which a budget is divided, usually at
directorate / department level.
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Part 1 — Adjustments Budget

Mayor’s Report

1.1 Foreword

Municipal Finance Management Act (MMFA)

The Local Government: Municipal Finance Management Act (Act No. 56 of
2003) Section 28(2)(c) prescribes as follows:

In terms of Section 28(2)(c) of the MFMA - An adjustments budget-

(2)(c) may, within a prescribed framework, authorise unforeseeable and
unavoidable expenditure recommended by the mayor of the municipality;

Furthermore, the Local Government: Municipal Finance Management Act (Act
No. 56 of 2003) Section 29(1) prescribes as follows:

In terms of Section 29(1) of the MFMA the mayor of a municipal may in
emergency or exceptional circumstances authorize unforeseen and
unavoidable expenditure for which no provision was made in the approved
budget.

Unforeseen and unavoidable expenditure
1) The mayor of a municipality may in emergency of other exceptional

circumstances authorise unforeseen and unavoidable expenditure for
which no made in an approved budget.

2) Any such expenditure-

a) Must be in accordance with any framework that may be prescribed,;

b) May not exceed a prescribed percentage of the approved annual
budget;

C) Must be reported by the mayor to the municipal council at its next
meeting; and

d) Must be appropriated in an adjustments budget.

3) If such adjustments budget is not passed within 60 days after the
expenditure was incurred, the expenditure is unauthorised and section
32 applies.

Municipal Budget and Reporting Regulations (MBRR)

The Local Government: Municipal Finance Management Act (Act No. 56 of
2003): Municipal Budget and Reporting Regulations stipulates in:

Regulation 23.:

“(4) An adjustments budget referred to in section 28(2)(c) of the Act must be
tabled in the municipal council at the first available opportunity after the
unforeseeable and unavoidable expenditure contemplated in that section was
incurred and within the time period set in section 29(3) of the Act.”
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1.2 Background
In order for Council to consider possible adjustments to the MTREF, the

stipulations of section 28 of the MFMA as well as section 23 of the MBRR
need to be highlighted:

1.1.Section 28 of the MEMA - Municipal Adjustments Budgets

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

(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, 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;

() 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—

(@) an explanation how the adjustments budget affects the
annual budget;
(b) a motivation of any material changes to the annual budget;
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(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.

(6) Municipal tax and tariffs may not be increased during a financial
year.

(7) Sections 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 adjustments
budget.”

1.2. Section 23 of the MBRR -Timeframes for tabling of adjustments
budgets

1.2.1 Requlation 23. (4):

“(4) An adjustments budget referred to in section 28(2)(c) of the Act
must be tabled in the municipal council at the first available opportunity
after the unforeseeable and unavoidable expenditure contemplated in
that section was incurred and within the time period set in section 29(3)
of the Act.”

1.3 Council Resolutions

On 22 May 2024, the Council of George Municipality met to consider the
adjustments budget for approval. Council approved the following resolutions:

(a) that Council grant approval for the Operating Budget to be adjusted as per
table A;

(b) that the Service Delivery and Budget Implementation Plan (SDBIP) be
amended;

(c) that the formal budget tables be updated with the adjustments and
submitted to National and Provincial Government.
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1.4  Executive Summary

1. MOTIVATION: UNFORESEENABLE AND UNAVOIDABLE
EXPENDITURE

The George Municipality was faced with the aftermath of the collapse of the
block of flats, adjacent to the municipality on Monday afternoon, 6 May 2024.
George Municipality was compelled to incur expenditure for additional and
specific specialised services, equipment, and material to deal with rescue and
clean-up operation.

See attached as Annexure “A” approval from the Mayor to incur
unforeseeable and unavoidable expenditure.

OPERATING BUDGET ADJUSTMENTS

The operation to clean up the site is still in progress as at 13 May 2024, but
Table A below lists the estimated adjustments needed to the operating
budget:

TABLE A: OPERATING BUDGET AMENDMENTS

April Adjustments May

Description Adjustme Adjustment

nt Budget Budget

2023/2024 2023/2024
Human Resources:
Contracted Se_rwces. 0 100 000 100 000
Employee Assistance
Programme (EAP)
Fire Services: Overtime: 0 500 000 500 000
Non-Structured
Traffic Services:
Overtime: Non- 0 500 000 500 000
Structured
Law Enforcement:
Overtime: Non- 0 500 000 500 000
Structured
Fire Services:
Operational Cost: Hire 0 6 250 000 6 250 000
Charges
Total 7 850 000

The estimated impact of these adjustments will increase the operating budget
expenditure budget by at least R7850000 to an overall total of
R3 175 345 936.
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Part 2 — Adjustments Budget Schedules

2.1 — Legislative Framework

The Municipal Budget and Reporting Regulations (MBRR) stipulates that,

21.  “An adjustments budget and supporting documentation of a
Municipality must be in the format specified in Schedule B ...”

The objective of the MBRR is to secure sound and sustainable management of
the budgeting and reporting practices of municipalities by establishing uniform
norms and standards and other requirements for ensuring transparency,
accountability and appropriate lines of responsibility in the budgeting and
reporting process and other relevant matters as required by the Act.

2.2 — Adjustments Budget Schedules

Only those schedules that are affected by the adjustments budget is included
in this document.
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Table 1 — B1: Budget Summary
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Table 2 — B2: Financial Performance (Functional classification)
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Table 3 — B3: Financial Performance (revenue and expenditure by municipal vote)
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Table 4 — B4: Financial Performance (revenue and expenditure)
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Table 5 — B5: Capital Expenditure Budget by vote and funding
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Table 6 — B6: Statement of Financial Position
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Table 76 — B7: Cashflow Statement
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Municipal Manager’s Quality Certificate

I, DR MICHELE GRATZ, the Municipal Manager of George Municipality hereby
certify that the adjustments budget and supporting documentation for the
2023/24 Financial Year have been prepared in accordance with the Municipal
Finance Management Act and the regulations made under the Act, and that the
adjustments budget and supporting documentation are consistent with the

Integrated Development Plan of the municipality.

Print Name DR MICHELE GRATZ
Municipal Manager of GEORGE WC044
Signature 8 [(/é;/)

Date 22/05/21)24
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