CHIEF FINANCIAL OFFICER

CFO07M153278RPT

E C
:
26.02.2013
U M C
:
26.02.2013
(5/1/1 - 2012/2013)

8413
ADJUSTMENT MEDIUM TERM REVENUE EXPENDITURE FRAMEWORK (MTREF) 2012/2013
This report is submitted directly to the Executive Committee meeting with the concurrence of the Mayor, Councillor E F Mbatha. 

PURPOSE

1.
To submit the revised Multi-Year Adjustments Budget for the 2012/2013 Financial Year, as required in terms of Section 28 of the Municipal Finance Management Act, 2003 (Act No 56 of 2003) and in terms of the new Municipal Budget and Reporting Regulations.

2.
To submit the strategic amendment to the Cash Flow Recovery Plan and Virement Policy.

IDP STRATEGY AND OBJECTIVES

	DEVELOPMENT STRATEGY 5: SOUND FINANCIAL MANAGEMENT

Aim
· To ensure a healthy municipal revenue base that is aligned with the IDP, in order to ensure efficient, effective and sustainable service delivery and meeting the needs of the City’s inhabitants

Goals

· Ensure that Financial Planning, Budgeting and Expenditure aligns with the IDP

· Increase the Municipal Revenue Base

· Maintain high levels of Debt Control

· Implement Revenue Enhancement measures


BACKGROUND

In terms of section 28 of the Municipal Finance Management Act, the municipality may revise an approved annual budget through an Adjustments Budget.

An Adjustments Budget according to Section 28(2): 

"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;

f)
may correct any errors in the annual budget; and

g)
may provide for any other expenditure within a prescribed framework.”

The Adjustments Budget must be accompanied by the following in accordance with Section 28(5):

"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; and

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

An Adjustments Budget according to Section 28(3 and 6): 

"(3)
An Adjustment Budget must be in a prescribed format

(6)
Municipal taxes and tariffs may not be increased during a financial year except when required in terms of a financial recovery plan - section 28(6).”

As mentioned above, the MFMA Section 28 (3) refers to a prescribed format according to which the adjustment budget is required to be prepared.  National Treasury has issued MFMA Circular No 51 (DMS 633560) in which this prescribed format has been set out.  Furthermore, National Treasury has issued Municipal Budget and Reporting Regulations in terms of Government Gazette Number 32141 dated 17 April 2009.  These regulations set out the manner in which Municipalities are required to prepare their Budgets as well as the in-year reporting effective from July 2010.
DISCUSSION
Council resolved in terms of Resolution 8345 dated 29 January 2013 that:

“3.
a report dealing with the Adjustments Budget, in terms of Section 28 of the Municipal Finance Management Act be submitted to Council; ...”

This report and the supporting schedules will be forwarded to National and Provincial Treasury as required in terms of the Municipal Budget and Reporting Regulations in both printed and electronic formats.
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PART 1 - ADJUSTMENTS REPORT

1.
MAYOR’S REPORT

The Mayor’s report will be presented at the Executive Committee meeting.

2.
RESOLUTIONS
Refer to recommendations of this report.

3.
EXECUTIVE SUMMARY

The following table represents an Executive Summary for the 2012/2013 Second Draft Adjustments Budget:

	
	Adopted 2012/2013 Budget 
	Proposed 2012/2013 First Draft Adjustment Budget (Mid-year results)
	2012/2013 Second Draft Adjustment Budget
	(Decrease) / Increase between Adopted & Second Draft Adjust Budget

	
	R ‘000
	R ‘000
	R ‘000
	R ‘000

	Revenue
	1 838 068
	1 949 026
	1 876 526 
	38 458

	Expenditure
	1 812 294
	1 934 742
	1 871 308
	59 014

	(Deficit)/Surplus
	25 774
	14 284
	5 218
	


As can be seen from the table above, the 2012/2013 Second Draft Adjustment Budget shows a surplus of R5,2 million.  This has reduced from the Adopted Budget surplus of R25,7 million.

The Chief Financial Officer together with the Municipal Manager and the Deputy Municipal Managers found it extremely difficult to identify further reductions in the operating budget without impacting on service delivery.

The following are significant increases and decreases in revenue and expenditure. Detailed explanations are provided for in the report under section “Adjustments to Budget funding”.

Even though the Revenue budget has increased from the Adopted 2012/2013 Budget to the Second Draft Adjustment Budget, it has decreased from the proposed First Draft Adjustment Budget (mid-year) results. This is as a result of the following key issues:
· Revenue from sale of electricity increased by R16 million from the Adopted to the Second Draft Adjustment Budget. However, this revenue decreased by R74 million from the proposed Adjustment Budget (mid-year). This decrease was attributed to the shutdown of Tata Steel’s furnaces for a period of 3 months as well as the co-generation of electricity of key customers such as Mondi and Foskor.
· Decrease in revenue from sale of water = R7 million

· Decrease in revenue from sanitation fees = R1,5 million

· Increase in revenue from refuse removal fees = R0,8 million

· Increase in revenue from rental of facilities and equipment = R9 million

· Increase in revenue from interest earned on external investments = R2,3 million

· Increase in revenue from fines = R9,3 million. This significant increase is as a result of the Public Private Partnership with Traffic Management Technology (TMT) in conducting camera speed enforcement. An amount of R4,9 million has been included under Contracted Services – TMT. 
The expenditure budget has increased from the Adopted 2012/2013 Budget to the Second Draft Adjustment Budget. This is as a result of the following key issues:

· Increase in Electricity Purchases = R18,8 million

· Increase in Overtime Expenditure = R3,2 million

· Increase in Fuel and Oil = R3,4 million

· Increase in Rental of Equipment and Vehicles = R5,6 million

· Inclusion of R3 million in terms of Resolution 8263 dated 6 November 2012 for the 2013 Beach Soccer Cup
· Increase in Uniforms = R1,2 million 

· Tools of Trade = R0,2 million additional to amounts already provided for from savings.
The table below depicts further decreases and increases in revenue and expenditure.

	(Decreases)/Increases in revenue and expenditure

	
	Revenue
	Expenditure

	
	R’ 000
	R’ 000

	Adopted 2012/2013 Budget
	1 838 068
	1 812 294

	
	
	

	Property Rates
	7 000
	

	Sale of Electricity 
	16 000
	

	Sale of Water
	(7 180)
	

	Sanitation fees
	(1 500)
	

	Refuse removal fees
	 800
	

	Agency services
	  500
	

	Rental of facilities and equipment
	9 074
	

	Fines
	9 360
	

	Interest on Investments
	2 306
	

	Other net effect of Increases and (Decreases) in Revenue
	2 098
	

	
	
	

	Employee Related Costs
	
	(4 960)

	Employee Related Costs (Overtime)
	
	3 284

	Bulk Purchases Electricity
	
	18 873

	Bulk Purchases on water
	
	2 464

	Repairs and Maintenance
	
	(5 680)

	Contracted Services - TMT
	
	4 979

	Contracted Services – Internal Audit
	
	(439)

	Contracted Services – Sewerage Purification works
	
	793

	Contracted Services – Sewerage Waste Disposal
	
	1 056

	Contracted Services – Water Purification works
	
	793

	Advertisements
	
	1 314

	Community Facilitation
	
	2 621

	Consultancy fees
	
	3 398

	Entertainment
	
	374

	External Audit Fees
	
	555

	Fuel and oil
	
	3 448


	(Decreases)/Increases in revenue and expenditure

	
	Revenue
	Expenditure

	
	R’ 000
	R’ 000

	General external training
	
	567

	Printing and stationery
	
	481

	Refuse bins and bags
	
	954

	Rental of equipment and vehicles
	
	5 674

	Marketing Projects and Social development
	
	3 000

	Subsistence and travelling
	
	667

	Uniforms
	
	1 259

	Grants in aid
	
	798

	Licences and Permits
	
	846

	Other net effect of Increases and (Decreases)
	
	11 895

	Second Draft 2012/2013 Adjustments Budget
	1 876 526
	1 871 308


Below is a summary indicating the 2012/2013 Second Draft Adjustment Capital Budget
	Adopted

Budget 2012/2013
	Proposed 2012/2013 First Draft Adjustment Budget (Mid-year results)
	2012/2013 Second Draft Adjustment Budget
	Actual expenditure at 31/01/2013
	% spent / adj. budget

	R ‘000
	R ‘000
	R ‘000
	R ‘000
	

	206 483
	284 123
	233 547
	50 046
	21%


	Type of funding
	Adopted Budget 2012/2013
	Proposed 2012/2013 First Draft Adjustment Budget (Mid-year results)
	2012/2013 Second Draft Adjustment Budget
	Actual expenditure at 31/01/2013
	% spent / adj. budget

	
	R ‘000
	R ‘000
	R ‘000
	R ‘000
	

	Executive and Council
	0
	150
	202 
	0
	0%

	Budget and Treasury Office
	409
	2 202
	2 202
	15
	1%

	Corporate Services
	23 483
	28 371
	26 792
	6 966
	26%

	Community and Social services
	6 599
	17 236
	11 116
	918
	8%

	Sport and Recreation
	4 199
	12 323
	7 564
	687
	9%

	Public Safety
	4 916
	6 061
	5 491
	1 956
	36%

	Housing
	8 925
	8 925
	8 925
	2 335
	26%

	Health
	320
	285
	263
	131
	50%

	Planning and Development
	72
	136
	136
	47
	35%

	Road Transport
	23 160
	19 558
	27 480
	2 368
	9%


	Type of funding
	Adopted Budget 2012/2013
	Proposed 2012/2013 First Draft Adjustment Budget (Mid-year results)
	2012/2013 Second Draft Adjustment Budget
	Actual expenditure at 31/01/2013
	% spent / adj. budget

	
	R ‘000
	R ‘000
	R ‘000
	R ‘000
	

	Electricity
	23 179
	81 089
	45 665
	6 620
	14%

	Water
	41 016
	54 702
	53 415
	5 321
	10%

	Waste Man.- Sanitation
	68 986
	52 065
	43 225
	22 682
	52%

	Waste Man.- Solid waste
	1 220
	1 020
	1 070
	0
	0%

	  Total 
	206 483 
	284 123
	233 547
	50 046
	21%


Funded as follows:

	Type of funding
	Adopted Budget 2012/2013
	Proposed 2012/2013 First Draft Adjustment Budget (Mid-year results)
	2012/2013 Second Draft Adjustment Budget
	Actual expenditure at 31/01/2013
	% spent / adj. budget

	
	R ‘000
	R ‘000
	R ‘000
	R ‘000
	

	External loans
	58 372
	58 372
	55 093
	13 347
	24%

	Capital replacement reserve
	41 868
	71 856
	50 834
	5 316
	10%

	MIG
	84 019
	84 019
	83 519
	25 736
	31%

	Other Government Grants
	17 525
	26 077
	25 425
	2 477
	10%

	Public Contributions
	0
	2 130
	2 130
	1 969
	92%

	Reserves
	4 700
	41 670
	16 547
	1 200
	7%

	Total
	206 483
	284 123
	233 547
	50 045
	21%


The 2012/2013 Adjustments Operational Budget amounting to R1 868 307 800 comprises of the following elements:

	Expenditure per category
	Adopted Budget 2012/2013
	% of Budget
	2012/2013 Second Draft Adjustment Budget
	% of Adj. Budget
	Actual Expenditure at 31/01/2013

	
	R’000
	
	R’000
	
	R’000

	Employee related costs
	451 428
	25%
	449 751
	24%
	251 392

	Remuneration of Councillors
	19 388
	1%
	19 388
	1%
	9 232

	Debt Impairment
	2 500
	1%
	2 500
	1%
	147

	Depreciation and Offsetting of depreciation
	106 218
	6%
	106 218
	6%
	61 960

	Finance Charges
	82 441
	5%
	82 441
	4%
	48 091

	Bulk Purchases - Electricity
	801 662
	44%
	820 535
	44%
	548 836


	Expenditure per category
	Adopted Budget 2012/2013
	% of Budget
	2012/2013 Second Draft Adjustment Budget
	% of Adj. Budget
	Actual Expenditure at 31/01/2013

	
	R’000
	
	R’000
	
	R’000

	Bulk Purchases - Water
	91 224
	5%
	93 688
	5%
	47 764

	Other materials
	35 396
	2%
	34 560
	2%
	11 823

	Contracted Services
	116 024
	6%
	123 264
	7%
	62 709

	Transfers and grants
	8 132
	1%
	8 930
	1%
	3 705

	Other Expenditure
	97 881
	4%
	130 034
	5%
	67 526

	TOTAL
	1 812 294
	
	1 871 308
	
	1 113 185


The source of funding the above is made up of the following revenue categories:

	Expenditure per category
	Adopted Budget 2012/2013
	% of Budget
	2012/2013 Second Draft Adjustment Budget
	% of Adj. Budget
	Actual Revenue 31/01/2013

	
	R’000
	
	R’000
	
	R’000

	Rates
	231 260
	13%
	238 260
	13%
	139 677

	Service Charges - Electricity Revenue
	1 077 000
	59%
	1 093 000
	59%
	719 646

	Service Charges - Water Revenue
	159 445
	9%
	152 265
	8%
	93 590

	Service Charges - Sanitation Revenue
	69 300
	4%
	67 800
	4%
	40 041

	Service Charges - Refuse Revenue
	51 300
	3%
	52 100
	3%
	30 741

	Service Charges - Other Revenue
	14 084
	1%
	14 993
	1%
	11 377

	Operating Grants and Subsidies - Equitable Share
	179 139
	10%
	179 139
	10%
	104 498

	Operating Grants and Subsidies - Other Grants
	25 752
	1%
	25 852
	1%
	8 468

	Rental of facilities and equipment
	6 130
	1%
	15 204
	1%
	11 444

	Interest Received - External Investments
	1 648
	1%
	3 954
	1%
	3 122

	Interest Received - Outstanding debtors
	1 317
	1%
	1 601
	1%
	979

	Fines
	2 052
	1%
	11 412
	1%
	6 363

	Licenses and permits
	1 686
	1%
	1 883
	1%
	1 081

	Agency services
	5 300
	1%
	5 800
	1%
	3 492

	Other Revenue
	12 655
	1%
	13 263
	1%
	17 687

	TOTAL
	1 838 068
	
	1 876 526
	
	1 192 205


4.
ADJUSTMENTS BUDGET STATEMENT TABLES

The following monthly budget statement tables (DMS 854837) respectively have been prepared in accordance with the Municipal Budgeting and Reporting Regulations:

	TABLE NUMBER
	DESCRIPTION
	ANNEXURE

	Table B1
	Adjustments Budget Summary
	A

	Table B2
	Adjustments Budget Financial Performance (Standard Classification)
	B

	Table B2B
	Adjustments Budget Financial Performance (Detail) (Standard Classification)
	C

	Table B3
	Adjustments Budget Financial Performance (Revenue and Expenditure by Municipal Vote)
	D

	Table B3B
	Adjustments Budget Financial Performance (Detail) (Revenue and Expenditure by Municipal Vote)
	E

	Table B4
	Adjustments Budget Financial Performance (Revenue by source and Expenditure by Item)
	F

	Table B5
	Adjustments Capital Expenditure Budget by vote and funding
	G

	Table B5B
	Adjustments Capital Expenditure Budget by vote and funding B
	H

	Table B6
	Adjustments Budget Financial Position
	I

	Table B7
	Adjustments Budget Cash Flows
	J

	Table B8
	Cash backed reserves/Accumulated surplus reconciliation
	K

	Table B9
	Asset Management
	L

	Table B10
	Basic service delivery measurement  (INCOMPLETE)
	M

	Table SB1
	Supporting detail to Budgeted Financial performance
	N

	Table SB2
	Supporting detail to Financial Position Budget
	O

	Table SB3
	Adjustments to the SDBIP Performance Objective (INCOMPLETE)
	P

	Table SB4
	Adjustments to budgeted performance indicators and benchmarks 
	Q

	Table SB5
	Social, Economic and Demographic statistics and assumptions
	R

	Table SB6
	Funding Measurement 
	S

	Table SB7
	Transfers and Grants receipts 
	T

	Table SB8
	Expenditure on transfers and grant programmes
	U

	Table SB9
	Reconciliation of transfers, grants and unspent funds
	V

	Table SB10
	Transfers and grants made by the Municipality 
	W

	Table SB11
	Councillor and Staff Benefits
	X

	Table SB12
	Monthly revenue and expenditure (Municipal Vote) 
	Y

	Table SB13
	Monthly revenue and expenditure (Standard Classification)
	Z

	Table SB14
	Monthly revenue and expenditure (Revenue by source and expenditure by type)
	AA

	Table SB15
	Monthly cash flow 
	AB

	Table SB16
	Monthly capital expenditure (Municipal vote) 
	AC

	Table SB17
	Monthly capital expenditure (Standard classification)
	AD

	Table SB18a
	Capital expenditure on new assets by asset class 
	AE

	Table SB18b
	Capital expenditure on renewal of existing assets by asset class
	AF

	Table SB18c
	Expenditure on repairs and maintenance by asset class
	AG

	Table SB18d
	Depreciation by asset class
	AH

	Table SB19
	List of capital programmes and projects affected by adjustments budget
	AI


Table B10 and Table SB3 have not been completed by the relevant departments.

PART 2 - SUPPORTING DOCUMENTATION

5.
ADJUSTMENTS TO BUDGET ASSUMPTIONS

5.1
Capital
As per Council Resolution 8345 dated 29 January 2013 (RPT 153099), the First Draft Adjustment Budget by the user departments amounted to R284 million.  This amount was unaffordable and unrealistic taking into account low capital spending of only R46 million as at 31 December 2012.

At the Budget Steering Committee meeting held on 8 February 2013, the proposed capital budget was re-prioritised and subsequently reduced to R233, 5 million.

5.2
Operating

As per Council Resolution 8345 dated 29 January 2013 (RPT 153099), the First Draft Adjustment Budget submitted by the user departments amounted to R1 934 742 000. This amount was unaffordable. 
At the Budget Steering Committee meeting held on 8 February 2013, the First Draft Adjustment Operating Budget was revised and reduced to R1 871 307 800.
Taking these reductions into consideration, however, resulted in a surplus of R5,2 million.  This surplus is not sufficient to be able to contribute to the capital replacement reserve as per Council Resolution 7938(19) dated 30 May 2012, which states that:

“in order to create a capital replacement reserve to fund future capital expenditure  Council on a quarterly basis during the 2012/2013 financial year transfer an amount of at least R7 500 000 to an investment account;”
6.
ADJUSTMENTS TO BUDGET FUNDING

6.1 
Capital Budget by Function

	Type of funding
	Adopted Budget 2012/2013
	2012/2013 Second Draft Adjustment Budget
	Savings / (Over) expenditure
	Actual expenditure at 31/01/2013

	
	R ‘000
	R ‘000
	R ‘000
	R ‘000

	Executive and Council
	0
	202 
	(202)
	0

	Budget and Treasury Office
	409
	2 202
	(1 793)
	15

	Corporate Services
	23 483
	26 792
	(3 309)
	6 966

	Community and Social services
	6 599
	11 116
	(4 517)
	918

	Sport and Recreation
	4 199
	7 564
	(3 365)
	687

	Public Safety
	4 916
	5 491
	(575)
	1 956

	Housing
	8 925
	8 925
	0
	2 335

	Health
	320
	263
	57
	131


	Type of funding
	Adopted Budget 2012/2013
	2012/2013 Second Draft Adjustment Budget
	Savings / (Over) expenditure
	Actual expenditure at 31/01/2013

	
	R ‘000
	R ‘000
	R ‘000
	R ‘000

	Planning and Development
	72
	136
	(64)
	47

	Road Transport
	23 160
	27 480
	(4 320)
	2 368

	Electricity
	23 179
	45 665
	(22 486)
	6 620

	Water
	41 016
	53 415
	(12 399)
	5 321

	Waste Man.- Sanitation
	68 986
	43 225
	25 761
	22 682

	Waste Man.- Solid waste
	1 220
	1 070
	150
	0

	  Total 
	206 483 
	233 547
	(27 062)
	50 046


6.2 
Capital Budget by Source of Funding
	Type of funding
	Adopted Budget 2012/2013
	2012/2013 Second Draft Adjustment Budget
	Savings / (Over) expenditure
	Actual expenditure at 31/01/2013

	
	R ‘000
	R ‘000
	R ‘000
	R ‘000

	External loans
	58 372
	55 093
	3 279
	13 347

	Capital replacement reserve
	41 868
	50 834
	(8 966)
	5 316

	MIG
	84 019
	83 519
	500
	25 736

	Other Government Grants
	17 525
	25 425
	(7 900)
	2 477

	Public Contributions
	0
	2 130
	(2 130)
	1 969

	Reserves
	4 700
	16 547
	(11 847)
	1 200

	Total
	206 483
	233 547
	(27 062)
	50 045


	Type of funding
	Total Additional Projects 2012/2013
	Total Savings on projects
	Net effect

	
	R ‘000
	R ‘000
	R ‘000

	External loans
	(17 841)
	21 121
	3 279

	Capital replacement reserve
	(25 705)
	16 738
	(8 966)

	MIG – allocated to PMU
	0
	500
	500

	Other Government Grants
	(7 900)
	0
	(7 900)

	Public Contributions
	(2 130)
	0
	(2 130)

	Reserves
	(11 847)
	0
	(11 847)

	Total
	(65 423)
	38 359
	(27 064)


A detail of the revised Adjustment 2012/2013 Capital Budget (DMS 855472) is attached on Annexure AU – circulated under separate cover.

However, the following table depicts all additional capital projects identified as critical by the departments that amount to R65 423 000.
	Vote number
	Responsible Department
	Source of Funding
	Project Description
	2012/2013 Second Draft Adjustment Budget

	
	
	
	
	R

	222/472/04
	City Development
	RES
	Streets and Stormwater -  uMhlathuze Village Internal Services Phase 7
	970 000

	255/472/01
	Infrastructure and Technical Services
	RES
	Electricity Supply - IDZ 1A 10 MVA
	10 877 000

	Total Additional projects - Reserves
	11 847 000

	201/544/01
	Corporate Services - Administration
	CRR
	Office Chair – Mr Phahla
	4 200

	204/532/25
	Community Services – Recreation and Environmental Services
	CRR
	Land and Buildings – eNseleni Library Air conditioners
	60 000

	205/532/07
	Community Services – Health and Public Safety
	CRR
	Fire brigade - structural upgrades, carports and access gate
	80 000

	205/536/29
	Community Services – Health and Public Safety
	CRR
	Industrial washing machine
	6 500

	209/544/03
	Community Services – Health and Public Safety
	CRR
	Furniture - Richards Bay/ Empangeni Clinic
	62 800

	213/536/0
	City Development
	CRR
	Bar fridge for HOD: Economic Development
	3 000

	213/544/01
	City Development
	CRR
	Office furniture - various
	90 000

	214/544/0
	Corporate Services – Human resources
	CRR
	Chair
	2 300

	216/532/32
	Community Services – Recreation and Environmental Services
	CRR
	Mzingazi - revamp
	450 000

	216/532/33
	Community Services – Recreation and Environmental Services
	CRR
	Halls - structural upgrades, carports, access gates
	100 000


	Vote number
	Responsible Department
	Source of Funding
	Project Description
	2012/2013 Second Draft Adjustment Budget

	
	
	
	
	R

	216/536/01
	Community Services – Recreation and Environmental Services
	CRR
	Industrial floor polisher/vacuum cleaner
	100 000

	219/532/0
	Infrastructure and Technical Services - Water and Sanitation Services
	CRR
	Installation of air conditioner
	11 100

	219/532/83
	City Development 
	CRR
	Air conditioner for City Development
	30 600

	219/532/84
	City Development 
	CRR
	Re-designing office space
	55 000

	219/532/85
	Community Services - Recreation and Environmental Services
	CRR
	Re-design office space for Community Services
	30 000

	219/532/86
	Infrastructure and Technical Services - Engineering Support Services
	CRR
	Installation of aluminium /glass shop front
	11 000

	219/532/87
	Infrastructure and Technical Services - Engineering Support Services
	CRR
	Air conditioners and lights for Western Depot
	30 000

	219/532/88
	Community Services - Recreation and Environmental Services
	CRR
	Alton Depot (parks) security wall
	60 000

	219/532/89
	Infrastructure and Technical Services - Electricity Supply Services
	CRR
	Replacement of air conditioners various offices
	45 500

	219/532/90
	Community Services - Health and Public Safety
	CRR
	Air conditioner - Mereensee Clinic
	16 000

	219/532/91
	Infrastructure and Technical Services - Electricity Supply Services
	CRR
	Air conditioners - Electrical Supply Services
	15 000

	219/532/92
	Infrastructure and Technical Services - Transport, Roads and Stormwater
	CRR
	Air conditioner - Transport, Roads and Stormwater
	12 000


	219/532/93
	Community Services - Health and Public Safety
	CRR
	Air conditioner - Brackenham Clinic
	16 000


	Vote number
	Responsible Department
	Source of Funding
	Project Description
	2012/2013 Second Draft Adjustment Budget

	
	
	
	
	R

	219/532/94
	Infrastructure and Technical Services - Engineering Support Services
	CRR
	Civic Centre - roofing and water proofing
	580 000

	222/544/01
	Infrastructure and Technical Services - Transport, Roads and Stormwater
	CRR
	Chairs
	4 000

	222/572/68
	Infrastructure and Technical Services - Transport, Roads and Stormwater
	CRR
	Upgrading and widening main road through Empangeni
	3 400 000

	222/572/78
	Infrastructure and Technical Services - Transport, Roads and Stormwater
	CRR
	Esikhaleni Mall Parking - taxi loading and holding areas
	65 200

	230/544/01
	Corporate Services - Administration
	CRR
	Councillors Tools of Trade 
	52 000

	233/532/08
	Community Services - Health and Public Safety
	CRR
	Waste Management store room eSikhaleni
	20 000

	233/532/09
	Community Services - Health and Public Safety
	CRR
	Partitioning at Alton Depot (waste management)
	50 000

	233/532/10
	Community Services - Health and Public Safety
	CRR
	Air conditioners - Alton depot
	50 000

	233/536/12
	Community Services - Health and Public Safety
	CRR
	Truck washing equipment
	30 000

	233/536/13
	Community Services - Health and Public Safety
	CRR
	Skips
	900 000

	238/544/0
	Infrastructure and Technical Services - Engineering Support Services
	CRR
	Furniture
	20 000

	239/544/01
	Office of the Municipal Manager
	CRR
	Re-design of office furniture
	150 000

	240/532/06
	Financial Services
	CRR
	Renovations Financial Services Section
	1 900 000

	240/544/04
	Financial Services
	CRR
	Expenditure - replacement of old furniture
	100 000


	Vote number
	Responsible Department
	Source of Funding
	Project Description
	2012/2013 Second Draft Adjustment Budget

	
	
	
	
	R

	241/576/21
	Infrastructure and Technical Services - Electricity Supply Services
	CRR
	Replacement of streetlight poles in eSikhaleni
	200 000

	241/576/22
	Infrastructure and Technical Services - Electricity Supply Services
	CRR
	Replacement of streetlight poles in Empangeni
	300 000

	241/576/23
	Infrastructure and Technical Services - Electricity Supply Services
	CRR
	Additional streetlights for Mzingazi
	400 000

	242/532/30
	Community Services - Recreation and Environmental Services
	CRR
	Alarm systems - various pools
	35 000

	242/532/33
	Community Services - Recreation and Environmental Services
	CRR
	Upgrade eSikhaleni pool (college)
	200 000

	242/532/34
	Community Services - Recreation and Environmental Services
	CRR
	Upgrade Bay Hall pool
	300 000

	243/532/11
	Infrastructure and Technical Services - Water and Sanitation Services
	CRR
	Installation of alarm system at pumpstation
	8 100

	243/536/03
	Infrastructure and Technical Services - Water and Sanitation Services
	CRR
	Standby pumps
	169 500

	243/544/0
	Infrastructure and Technical Services - Water and Sanitation Services
	CRR
	Chairs for Arboretum and Alton macerator
	28 500

	245/516/07
	City Development
	CRR
	Steel bridge and Mzingazi canal
	2 000

	245/516/08
	City Development
	CRR
	Erf 8038 Birdswood (Bhengu)
	15 000

	245/516/09
	City Development
	CRR
	Erf 8038 Birdswood (Bhengu)
	25 000

	245/516/10
	City Development
	CRR
	Erf H1766 eSikhaleni (Intokozo road) (Dlamini)
	86 000

	249/584/01
	Infrastructure and Technical Services - Water and Sanitation Services
	CRR
	Bulk Master Plan
	1 500 000


	Vote number
	Responsible Department
	Source of Funding
	Project Description
	2012/2013 Second Draft Adjustment Budget

	
	
	
	
	R

	250/532/01
	Infrastructure and Technical Services - Engineering Support Services
	CRR
	Municipal issue tracking systems
	1 500 000

	250/536/0
	Infrastructure and Technical Services - Engineering Support Services
	CRR
	Tools
	12 000

	250/536/10
	Infrastructure and Technical Services - Engineering Support Services
	CRR
	Upgrade of Telemetry 
	766 500

	250/536/14
	Infrastructure and Technical Services - Engineering Support Services
	CRR
	Upgrade of Telemetry (reservoirs)
	766 500

	254/544/0
	Infrastructure and Technical Services - Electricity Supply Services
	CRR
	General
	14 000

	255/532/23
	Infrastructure and Technical Services - Electricity Supply Services
	CRR
	Upgrade Sirius Substation
	903 600

	255/532/24
	Infrastructure and Technical Services - Electricity Supply Services
	CRR
	Installation risi locking mechanisms 200 miniature substation primary and secondary doors
	240 000

	255/53225
	Infrastructure and Technical Services - Electricity Supply Services
	CRR
	132 kv Substations
	600 000

	255/532/26
	Infrastructure and Technical Services - Electricity Supply Services
	CRR
	11 kv switching substations - repairs and maintenance
	740 000

	255/536/01
	Infrastructure and Technical Services - Electricity Supply Services
	CRR
	Load disturbance recorder
	212 000

	255/572/11
	Infrastructure and Technical Services - Electricity Supply Services
	CRR
	Brackenham 4way Mu replacement
	167 500

	255/572/12
	Infrastructure and Technical Services - Electricity Supply Services
	CRR
	Vulindlela 3way Mu town supply
	92 000


	Vote number
	Responsible Department
	Source of Funding
	Project Description
	2012/2013 Second Draft Adjustment Budget

	
	
	
	
	R

	255/572/13
	Infrastructure and Technical Services - Electricity Supply Services
	CRR
	Air conditioner replacement Carina 132kv sub
	28 000

	262/536/07
	Infrastructure and Technical Services - Water and Sanitation Services
	CRR
	Water quality compliance
	313 000

	262/584/02
	Infrastructure and Technical Services - Water and Sanitation Services
	CRR
	Water loss intervention
	500 000

	266/544/01
	Financial Services
	CRR
	Replacement of old furniture
	100 000

	267/536/04
	Infrastructure and Technical Services - Engineering Support Services
	CRR
	Pneumatic pumps and portable petrol engine
	2 900

	271/500/322
	Community Services - Health and Public Safety
	CRR
	7 x Traffic Control Sedans
	2 010 000

	271/500/324
	Community Services - Health and Public Safety
	CRR
	1 x High Speed Traffic Control Sedan
	352 300

	271/500/325
	Infrastructure and Technical Services - Engineering Support Services
	CRR
	1 x Sports Utility Vehicle
	626 300

	271/500/326
	Infrastructure and Technical Services - Engineering Support Services
	CRR
	1 x Executive Sedan
	558 000

	271/500/327
	Infrastructure and Technical Services - Engineering Support Services
	CRR
	1 x Minibus
	338 500

	271/500/328
	Infrastructure and Technical Services - Engineering Support Services
	CRR
	1 x 4x4 Single Cab Long Wheel Base – Light Delivery with Canopy
	250 500

	271/500/329
	Infrastructure and Technical Services - Engineering Support Services
	CRR
	1 x Seven Seater Multi-Purpose Vehicle
	259 800


	Vote number
	Responsible Department
	Source of Funding
	Project Description
	2012/2013 Second Draft Adjustment Budget

	
	
	
	
	R

	271/500/330
	Infrastructure and Technical Services - Engineering Support Services
	CRR
	2 x 3 Ton Personnel Carrier Trucks
	804 600

	271/536/02
	Infrastructure and Technical Services - Engineering Support Services
	CRR
	Skid unit 
	16 000

	272/536/14
	Infrastructure and Technical Services - Electricity Supply Services
	CRR
	Ngwelezane standby quarters TV
	2 100

	273/536/10
	Community Services - Recreation and Environmental Services
	CRR
	Components for lawnmower
	200 000

	274/536/06
	Infrastructure and Technical Services - Water and Sanitation Services
	CRR
	Bar fridge
	1 600

	277/536/02
	Corporate Services - Human Resources
	CRR
	Calibration machine
	5 100

	277/536/03
	Corporate Services - Human Resources
	CRR
	Lion alcometeres with software
	14 400

	277/544/01
	Corporate Services - Human Resources
	CRR
	Office chair - Acting Manager Human Resources
	2 000

	281/536/01
	Infrastructure and Technical Services - Electricity Supply Services
	CRR
	Electrical tools
	69 000

	281/544/0
	Infrastructure and Technical Services - Electricity Supply Services
	CRR
	Office chair
	1 300

	282/532/16
	Corporate Services - Administration
	CRR
	Data points
	12 600

	282/532/18
	Corporate Services - Administration
	CRR
	IT Infrastructure
	48 200

	282/532/22
	Financial Services
	CRR
	Installation 2kVa mains /solar powered ups
	49 300

	282/536/43
	Corporate Services - Administration
	CRR
	New and replacement of IT related equipment
	274 300

	282/536/51
	Office of the Municipal Manager
	CRR
	IT equipment (Internal Audit and Manager )
	40 600


	Vote number
	Responsible Department
	Source of Funding
	Project Description
	2012/2013 Second Draft Adjustment Budget

	
	
	
	
	R

	282/536/52
	Infrastructure and Technical Services - Engineering Support Services
	CRR
	Computer for Department for Engineering Services
	21 400

	282/536/53
	Infrastructure and Technical Services - Water and Sanitation Services
	CRR
	Laptop 
	12 800

	282/536/54
	Infrastructure and Technical Services - Electricity Supply Services
	CRR
	Computer for HOD Electricity
	7 200

	282/536/55
	Infrastructure and Technical Services - Roads and Stormwater
	CRR
	Desktops computers
	88 300

	282/536/56
	Corporate Services - Administration
	CRR
	New and replacement of IT related equipment
	181 600

	282/536/57
	Corporate Services - Human Resources
	CRR
	Notebook – Mr B Nzuza
	10 000

	282/536/58
	Corporate Services - Administration
	CRR
	Councillors Tools of Trade 
	598 000

	283/536/03
	Infrastructure and Technical Services - Electricity Supply Services
	CRR
	Upgrade of globe crusher
	9 800

	Total Additional projects – Capital Replacement Reserve
	25 704 900

	219/632/42
	Infrastructure and Technical Services - Engineering Support Services
	EFF
	Installation of aluminium/ glass shop front
	33 200

	219/632/46
	Financial Services
	EFF
	Air conditioners - Financial Services Ngwelezane
	52 600

	219/632/47
	Community Services - Health and Public Safety
	EFF
	Mereensee Clinic - structural changes
	80 000

	222/672/72
	Infrastructure and Technical Services - Transport, Roads and Stormwater
	EFF
	eSikhaleni mall parking - taxi loading and holding areas
	381 100

	241/676/20
	Infrastructure and Technical Services - Electricity Supply Services
	EFF
	Redundant streetlights - Vulindlela and Ngwelezane
	500 000

	Vote number
	Responsible Department
	Source of Funding
	Project Description
	2012/2013 Second Draft Adjustment Budget

	
	
	
	
	R

	243/636/08
	Infrastructure and Technical Services - Water and Sanitation Services
	EFF
	Standby pumps
	12 200

	245/616/10
	City development
	EFF
	Mandlazini airport buffer strip
	41 100

	255/632/45
	Infrastructure and Technical Services - Electricity Supply Services
	EFF
	Installation of power monitoring equipment
	1 300 000

	255/636/01
	Infrastructure and Technical Services - Electricity Supply Services
	EFF
	MV switchgear fault detectors
	490 900

	255/672/17
	Infrastructure and Technical Services - Electricity Supply Services
	EFF
	B1030 Ngwelezane
	1 500 000

	255/672/19
	Infrastructure and Technical Services - Electricity Supply Services
	EFF
	eSikhaleni Infills
	500 000

	255/672/20
	Infrastructure and Technical Services - Electricity Supply Services
	EFF
	IDT Ngwelezane
	1 500 000

	255/672/21
	Infrastructure and Technical Services - Electricity Supply Services
	EFF
	Energy losses project
	4 900 000

	271/600/97
	Infrastructure and Technical Services - Engineering Support Services
	EFF
	2 x 3 Ton Personnel Carrier Trucks
	160 600

	271/600/98
	Infrastructure and Technical Services - Engineering Support Services
	EFF
	1 x Diesel Truck – Rear Mounted 8 Ton Crane
	1 358 700

	271/600/99
	Infrastructure and Technical Services - Engineering Support Services
	EFF
	1 x Panel van
	239 100

	271/600/100
	Infrastructure and Technical Services - Engineering Support Services
	EFF
	1 x 4x4 Double Cab 8 Ton truck
	543 900

	271/600/101
	Infrastructure and Technical Services - Engineering Support Services
	EFF
	1 x 4x4 Single Cab Long Wheel Base – Light Delivery without canopy
	312 700


	Vote number
	Responsible Department
	Source of Funding
	Project Description
	2012/2013 Second Draft Adjustment Budget

	
	
	
	
	R

	271/600/102
	Community Services - Health and Public Safety
	EFF
	1 x Fire Engine
	2 372 200

	273/632/01
	Community Services - Recreation and Environmental Services
	EFF
	eSikhaleni Parks Depot - vertical blinds
	7 000

	273/636/07
	Community Services - Recreation and Environmental Services
	EFF
	eSikhaleni Parks Depot - appliances
	8 000

	273/644/01
	Community Services - Recreation and Environmental Services
	EFF
	eSikhaleni Parks Depot - steel lockers
	5 000

	282/632/34
	Corporate Services - Administration
	EFF
	Call centre
	1 500 000

	282/636/17
	Infrastructure and Technical Services - Engineering Support Services
	EFF
	GIS database enhancements and capturing
	43 000

	Total Additional projects – External loan
	17 841 300

	222/872/20
	Infrastructure and Technical Services - Transport, Roads and Stormwater
	Gov Nat
	Pedestrian bridges rural areas (Expanded public works grant) (as per original budget allocated to operating expenditure)
	400 000

	227/832/02
	Community Services - Recreation and Environmental Services
	Gov Prov
	Alkantstrand Beach - Expansion
	3 500 000

	229/832/01
	City Development
	Gov Prov
	Construction of new informal Trading Stalls
	4 000 000

	Total Additional projects – Government Grants and Subsidies
	7 900 000

	255/910/01
	Infrastructure and Technical Services - Electricity Supply Services
	PUB
	Fees Connections extension (Domestic)
	1 150 000

	255/910/02
	Infrastructure and Technical Services - Electricity Supply Services
	PUB
	Fees Connections extension (Industrial)
	980 000

	Total Additional projects – Public Contributions
	2 130 000

	TOTAL
	64 423 200


6.3
Operating Revenue by Function

	
	Adopted Budget 2012/2013
	2012/2013 Second Draft adjustment Budget
	Over collection/ (under collection)
	Actual revenue as at 31/01/2013

	
	R’000
	R’000
	R’000
	R’000

	Executive and Council
	5
	105
	100 
	41

	Budget and Treasury Office
	241 507
	251 595
	10 087
	147 935

	Corporate Services
	6 159
	11 661
	5 502
	10 943

	Community and Social Services
	5 240
	6 412
	1 173
	4 510

	Sport and Recreation
	1 377
	4 232
	2 855
	3 566

	Public Safety
	3 318
	12 803
	9 485
	7 316

	Housing
	1 020
	1 020
	0
	874

	Health
	13 925
	13 925
	0
	5 550

	Planning and Development
	1 276
	1 356
	80
	909

	Road Transport
	9 069
	9 919
	850
	5 576

	Electricity
	1 086 876
	1 103 035
	16 159
	729 457

	Water 
	301 191
	294 141
	(7 050)
	179 390

	Waste Water Management
	98 881
	97 341
	(1 540)
	55 435

	Waste Management 
	67 775
	68 532
	757
	40 333

	Other 
	447
	447
	0
	371

	Total
	1 838 068
	1 876 526
	38 458
	1 192 205


6.4 Operating Revenue by Source

	
	Adopted Budget 2012/2013
	2012/2013 Second Draft adjustment Budget
	Over collection/ (under collection)
	Actual revenue as at 31/01/2013

	
	R’000
	R’000
	R’000
	R’000

	Rates
	231 260
	238 260
	7 000
	139 677

	Service Charges - Electricity Revenue
	1 077 000
	1 093 000
	16 000
	719 646

	Service Charges - Water Revenue
	159 445
	152 265
	(7 180)
	93 590

	Service Charges - Sanitation Revenue
	69 300
	67 800
	(1 500)
	40 041

	Service Charges - Refuse Revenue
	51 300
	52 100
	800
	30 741

	Service Charges - Other Revenue
	14 084
	14 993
	909
	11 377

	Operating Grants and Subsidies - Equitable Share
	179 139
	179 139
	0
	104 498

	Operating Grants and Subsidies - Other Grants
	25 752
	25 852
	100
	8 468

	Rental of facilities and equipment
	6 130
	15 204
	9 074
	11 444

	Interest Received - External Investments
	1 648
	3 954
	2 306
	3 122

	Interest Received - Outstanding debtors
	1 317
	1 601
	284
	979

	Fines
	2 052
	11 412
	9 360
	6 363

	Licenses and permits
	1 686
	1 883
	197
	1 081

	Agency services
	5 300
	5 800
	500
	3 492

	Other Revenue
	12 655
	13 263
	608
	17 687

	TOTAL
	1 838 068
	1 876 526
	38 458
	1 192 205


Below are explanations for major increase/decreases in revenue:

· Property Rates increased by R7 million.  Since the compilation of the 2012/2013 budget, the Council has received two Supplementary Valuation Rolls that resulted in the increase of valuations and property rates income.

· Revenue from sale of electricity increased by R16 million from the Adopted to the Second Draft Adjustment Budget.  However, this revenue decreased by R74 million from the proposed Adjustment Budget (mid-year).  This decrease was attributed to the shutdown of Tata Steel’s furnaces for a period of 3 months as well as the co-generation of electricity of key customers such as Mondi and Foskor.

· Service Charges Water revenue decreased by R7,2 million.
· This is attributed to the decrease in consumption figures across whole consumer base once again due to the slow economical situation.

· Significant water losses due to faulty meters, estimation of meter readings, pipe bursts and water leaks.

· Service Charges Sanitation revenue decreased by R1,5 million.
· This is attributed to the decrease in consumption figures across whole consumer base once again due to the slow economic situation.

· Rental of facilities and equipment revenue increased by R9 million. 
· Original Budget was prepared conservatively given that a number of very large investment properties were earmarked for liquidation instead of long-term lease.  These liquidations never materialised.
· Fines revenue increased by R9 million.
· The Traffic Department has adopted and rolled-out an aggressive traffic law enforcement programme within its areas of jurisdiction to reduce and eradicate road carnage on our roads.  The Traffic Department has invoked many strategies ranging from multi-disciplinary road blocks, intensifying of warrants of arrest, etc. which has yielded very positive results.  The Department has also formed a Public Private Partnership with Traffic Management Technology (TMT) in conducting camera speed enforcement resulting in increased revenue.
6.5 
Operating Expenditure by Function

	
	Adopted Budget 2012/2013
	2012/2013 Second Draft Adjustment Budget
	Decrease / (Increase) expenditure
	Actual expenditure as at 31/01/2013

	
	R’000
	R’000
	R’000
	R’000

	Executive and Council
	13 355
	17 798
	(4 443)
	7 184

	Budget and Treasury Office
	21 422
	17 522
	3 900
	5 260

	Corporate Services
	41 642
	54 403
	(12 761)
	24 913

	Community and Social Services
	31 241
	32 898
	(1 656)
	16 169

	Sport and Recreation
	85 440
	88 448
	(3 008)
	47 628

	Public Safety
	75 217
	83 189
	(7 972)
	44 702

	Housing
	4 333
	5 733
	(1 400)
	2 787

	Health
	21 689
	22 417
	(729)
	12 198

	Planning and Development
	29 041
	29 085
	(45)
	15 416

	Road Transport
	113 483
	108 332
	5 150
	55 478

	Environmental Protection
	7 237
	9 399
	(2 162)
	4 011

	Electricity
	930 240
	946 523
	(16 283)
	623 109

	Water 
	269 355
	279 275
	(9 920)
	153 078

	Waste Water Management
	97 121
	104 660
	(7 539)
	58 197

	Waste Management 
	71 409
	71 306
	103
	43 014

	Other 
	69 
	319
	(250)
	39

	Total
	1 812 294
	1 871 308
	(59 014)
	1 113 185


6.6
Operating Expenditure by Type

	EXPENDITURE PER CATEGORY
	Adopted Budget 2012/2013
	2012/2013 Second Draft Adjustment Budget
	Decrease / (Increase) expenditure
	Actual expenditure as at 31/01/2013

	
	R’000
	R’000
	R’000
	R’000

	Employee related costs
	451 428
	449 751
	1 677
	251 392

	Remuneration of Councillors
	19 388
	19 388
	0
	9 232

	Debt Impairment
	2 500
	2 500
	0
	147

	Depreciation and Offsetting of depreciation
	106 218
	106 218
	0
	61 960

	Finance Charges
	82 441
	82 441
	0
	48 091

	Bulk Purchases - Electricity
	801 662
	820 535
	(18 873)
	548 836

	Bulk Purchases - Water
	91 224
	93 688
	(2 464)
	47 764

	Other materials
	35 396
	34 560
	836
	11 823

	Contracted Services
	116 024
	123 264
	(7 240)
	62 709

	Transfers and grants
	8 132
	8 930
	(798)
	3 705

	Other Expenditure
	97 881
	130 034
	(32 153)
	67 526

	TOTAL
	1 812 294
	1 871 308
	(59 014)
	1 113 185


Below are explanations for major increase/decreases in expenditure:

· Included in employee related costs is overtime expenditure, which has increased by R3,3 million.  A few cost centres overtime budgets have been increased in order to provide for anticipated over-expenditure on overtime.

· Additional budget provision for Water and Sanitation services (074) of R1 million

· Additional budget provision for Traffic Services (006) of R1 million

· Additional budget provision for Roads Distribution (068) of R0,5 million

· Additional budget provision for Electrical Distribution (072) of R0,5 million

· There were a number of Cash Flow Interventions adopted in the 2009/2010 financial year which were required at the time, but are operationally damaging in the long term. One of the interventions that need to be corrected was the non-payment of travelling allowances when acting on travelling allowance bearing posts. 
Council Resolution 8131 dated 9 October 2012 read as follows: 
“2.
the following, as approved by Council in terms of Resolution 6979 dated 2 November 2010 (RPT 147840) be extended up to 30 June 2013:

2.3
where applicable, Current Salary includes the Travelling Allowance portion thereof, but this be excluded for the interim until 30 June 2013, whereafter this arrangement shall be reviewed.”

It is thus recommended that Resolution 2.3 be rescinded with effect from 1 March 2013.
· Departments are reminded that they are required to comply with Resolution 7524 dated 4 October 2011 in which Council resolved that:

“all over-expenditure including overtime must be approved by the Deputy Municipal Manager of the department concerned prior to any costs being incurred;”

· Provision for Bulk Electricity Purchases has decreased by R19 million mainly due to the reduction in consumption as explained above under section 6.4 - Revenue reduction. 

· Contracted Services has increased by R7 182 000.
· A provision for the payment to Traffic Management Technology (TMT) amounting to R4,979 million has been included in the Expenditure Budget. 
· An amount of the portion received will be payable to TMT (that is R160 per infringement).  An interim fee structure has been concluded with the Service Providers until 30 June 2013. Payment for these services for this interim arrangement amounts to 47% of fees collected.
· Increase in removal of waste from the Macerator plants to the refuse dump has resulted in an additional amount of R1 million.

· Advertisements have increased by R1 314 000.

· This is mainly due to under budgeting by departments when the original budget was prepared.

· Community Facilitation has increased by R2 621 000.

· In order to execute Council Resolution number 8345 dated 29 January 2013 which stated that:

“7.
the remuneration of Ward Committee members be increased to R750,00 per month per member;”

· The increase in remuneration of ward committee members will be implemented with effect from 1 January 2013.

· Consultancy fees have increased by R3 398 000.

· A Memorandum of Understanding between the CSIR and Council has been signed.  Funding is thus required for the following projects:
· Feasibility study for the re-use of sewerage
· Lake Management Plans for Lakes Mzingazi and Cubhu.
· Assist the scientific services to achieve ISO17025
· Implementation agent for the beneficial reuse of sludge from the five waste water treatment works
· Green Drop readiness project
· An amount has been included on the Adjustment Budget for the Strategy for Service Delivery Management in terms Council Resolution 8208 dated 6 November 2012 (RPT 152627).

· Fuel and Oil expenditure has increased by R3 398 000.

· This increase is mainly due to the aging fleet as well as the general increase in fuel by suppliers.
· Rental of equipment and vehicles has increased by R5 674 000.

· This increase is mainly for the hire of TLB’s, water tankers and graders for rural roads. 
· Marketing Projects and Social development has increased by R3 449 700.

· This increase is mainly due to the provision of funding for the 2013 Beach Soccer Cup as per Council Resolution 8263 dated 6 November 2012. 
6.7
Cash Flow Situation

Currently the bank balances of Council are monitored on a daily basis.  Therefore all efforts in cost cutting measures are essential in maintaining a positive cash bank balance.  The cash flow recovery plan interventions in terms of Council Resolution 6294 dated 1 September 2009 must still be enforced and maintained.
7.
ADJUSTMENTS TO EXPENDITURE ON ALLOCATIONS AND GRANT PROGRAMMES

Refer to Annexure T - V (Table SB 7 - SB 9). 

8.
ADJUSTMENTS TO ALLOCATIONS AND GRANTS MADE BY THE MUNICIPALITY

Refer to Annexure W (Table SB 10). 

9.
ADJUSTMENTS TO COUNCILLORS ALLOWANCES AND EMPLOYEE BENEFITS

Refer to Annexure X (Table SB 11).

10.
ADJUSTMENTS TO SERVICE DELIVERY AND BUDGET IMPLEMENTATION PLAN (SDBIP)

The SDBIP has been broken down into five components.  These are:

· Component 1: Monthly projections of revenue (including capital grants) to be collected for each source (Annexure AJ).

· Component 2: Monthly projections of expenditure (operating and capital) and revenue for each vote (Annexure AK).

· Component 3: Quarterly projections of service delivery targets and performance indicators for each vote (Annexures AL - AQ).
· Component 4: Ward information for expenditure and service delivery is not presented in this report.  (Annexures AR – AS).
· Component 5: Detailed capital works plan broken down into wards over three years (Annexure AT).
11.
ADJUSTMENTS TO CAPITAL EXPENDITURE

Detail of the revised Adjustments 2012/2013 Capital Budget (DMS 855472) is attached on Annexure AU.

12.
MUNICIPAL MANAGER’S QUALITY CERTIFICATION

Refer to Annexure AV (DMS 855718).

ENVIRONMENTAL IMPLICATIONS

None

FINANCIAL IMPLICATIONS

This is dealt with in detail throughout the report.

COMMENTS OF THE CHIEF FINANCIAL OFFICER

An aspect of this report which is more operational and strategic needs to be accommodated in the recommendations as follows:

1. A practice that is a risk to proper planning and consequently service delivery is the excessive use of the Virement Policy.  Just within the last seven months alone, a total amount of 370 transfers amounting to a value of R37 582 600 have taken place. Therefore it is proposed that the Virement Policy (transfer of funds) as per Council Resolution 6737 dated 6 July 2010 (RPT 147986) to be amended as to exclude transfers from maintenance related line items.  Refer to Recommendation 5 below.
2. Part of the cash flow intervention adopted in November 2010 (RPT 147840) included amongst others the restriction of travelling allowance remuneration paid to officials who are acting in a travelling allowance bearing post.  This measure was a short term intervention but is not sustainable for strategic operations in the long term.  Therefore it needs to be rescinded in the recommendations. Refer to Recommendation 4 below. 
3. Given that the Adopted 2012/2013 Operating Budget included an anticipated R25 million surplus earmarked for the capital replacement reserve for use in the 2013/2014 Capital Budget, an additional recommendation needs to be added to this report accordingly in light of the projected R5 million surplus.  Therefore, it is recommended that any savings post Adjustment Budget approval be ring-fenced strictly for the capital replacement reserve. Refer to recommendation 7 below.

RECOMMENDED THAT:

1.
the 2012/2013 Multi-year Adjustments Budget be approved;

2.
the report on the 2012/2013 Adjustments Budget be submitted to both the National Treasury and Provincial Treasury;

3.
it be noted that any adjustments made to the 2012/2013 Operating Budget do not result in any changes to the municipal taxes and tariffs; and

4.
Council Resolution 8131 dated 9 October 2012 which read as follows: 
“2.
the following, as approved by Council in terms of Resolution 6979 dated 2 November 2010 (RPT 147840) be extended up to 30 June 2013:
2.3
where applicable, Current Salary includes the Travelling Allowance portion thereof, but this be excluded for the interim until 30 June 2013, whereafter this arrangement shall be reviewed.”

be rescinded with effect from 1 March 2013;

5. 
all transfers from maintenance related line items be ceased with effect from 1 March 2013 and the Virement Policy (RPT 147986) be amended accordingly;
6.
the remuneration of Ward Committee members be increased to R750,00 per month per member and will be implemented with effect from 1 January 2013;
7. 
any savings arising post the Adjustment Budget approval be utilised only to contribute to the Capital replacement Reserve for future years capital projects and;

8.
the following projects arising from amendments to existing capital projects, plus additional projects, identified for the 2012/2013 financial year be approved and incorporated into Council’s Adjusted 2012/2013 Capital Budget.

	Vote number
	Source of Funding
	Project Description
	2012/2013 Second Draft Adjustment Budget

	
	
	
	R

	222/472/04
	RES
	Streets and Stormwater -  uMhlathuze Village Internal Services Phase 7
	970 000

	255/472/01
	RES
	Electricity Supply - IDZ 1A 10 mva
	10 877 000

	201/544/01
	CRR
	Office Chair – Mr Phahla
	4 200

	204/532/25
	CRR
	Land and Buildings – eNseleni Library Air conditioners
	60 000

	205/532/07
	CRR
	Fire brigade - structural upgrades, carports and access gate
	80 000

	205/536/29
	CRR
	Industrial washing machine
	6 500

	209/544/03
	CRR
	Furniture - Richards Bay/ Empangeni Clinic
	62 800

	213/536/0
	CRR
	Bar fridge for HOD: Economic Development
	3 000

	213/544/01
	CRR
	Office furniture - various
	90 000

	214/544/0
	CRR
	Chair
	2 300

	216/532/32
	CRR
	Mzingazi - revamp
	450 000

	216/532/33
	CRR
	Halls - structural upgrades, carports, access gates
	100 000

	216/536/01
	CRR
	Industrial floor polisher/ vacuum cleaner
	100 000

	219/532/0
	CRR
	Installation of air conditioner
	11 100

	219/532/83
	CRR
	Air conditioner for City Development
	30 600

	219/532/84
	CRR
	Re-designing office space
	55 000

	219/532/85
	CRR
	Re-design office space for community services
	30 000

	219/532/86
	CRR
	Installation of aluminium/ glass shop front
	11 000

	219/532/87
	CRR
	Air conditioners and lights for Western Depot
	30 000

	219/532/88
	CRR
	Alton Depot (parks) security wall
	60 000

	219/532/89
	CRR
	Replacement of air conditioners various offices
	45 500

	219/532/90
	CRR
	Air conditioner - Mereensee Clinic
	16 000

	219/532/91
	CRR
	Air conditioners - Electrical Supply Services
	15 000

	219/532/92
	CRR
	Air conditioner - Transport, Roads and Stormwater
	12 000

	219/532/93
	CRR
	Air conditioner - Brackenham Clinic
	16 000

	219/532/94
	CRR
	Civic Centre - roofing and water proofing
	580 000

	222/544/01
	CRR
	Chairs
	4 000

	222/572/68
	CRR
	Upgrading and Widening Main Road through Empangeni
	3 400 000

	222/572/78
	CRR
	eSikhaleni Mall Parking - taxi loading and holding areas
	65 200
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	230/544/01
	CRR
	Councillors Tools of Trade 
	52 000

	233/532/08
	CRR
	Waste Management store room eSikhaleni
	20 000

	233/532/09
	CRR
	Partitioning at Alton Depot (Waste Management)
	50 000

	233/532/10
	CRR
	Air conditioners - Alton Depot
	50 000

	233/536/12
	CRR
	Truck washing equipment
	30 000

	233/536/13
	CRR
	Skips
	900 000

	238/544/0
	CRR
	Furniture
	20 000

	239/544/01
	CRR
	Re-design of office furniture
	150 000

	240/532/06
	CRR
	Renovations Financial Services Section
	1 900 000

	240/544/04
	CRR
	Expenditure - replacement of old furniture
	100 000

	241/576/21
	CRR
	Replacement of streetlight poles in eSikhaleni
	200 000

	241/576/22
	CRR
	Replacement of streetlight poles in Empangeni
	300 000

	241/576/23
	CRR
	Additional streetlights for Mzingazi
	400 000

	242/532/30
	CRR
	Alarm systems - various pools
	35 000

	242/532/33
	CRR
	Upgrade eSikhaleni pool (college)
	200 000

	242/532/34
	CRR
	Upgrade `Bay Hall pool
	300 000

	243/532/11
	CRR
	Installation of alarm system at pump station
	8 100

	243/536/03
	CRR
	Standby pumps
	169 500

	243/544/0
	CRR
	Chairs for Arboretum and Alton macerator
	28 500

	245/516/07
	CRR
	Steelbridge and Mzingazi canal
	2 000

	245/516/08
	CRR
	Erf 8038 Birdswood (Bhengu)
	15 000

	245/516/09
	CRR
	Erf 8038 Birdswood (Bhengu)
	25 000

	245/516/10
	CRR
	Erf H1766 eSikhaleni (Intokozo road) (Dlamini)
	86 000

	249/584/01
	CRR
	Bulk Master Plan
	1 500 000

	250/532/01
	CRR
	Municipal Issue Tracking Systems
	1 500 000

	250/536/0
	CRR
	Tools
	12 000

	250/536/10
	CRR
	Upgrade of Telemetry 
	766 500

	250/536/14
	CRR
	Upgrade of Telemetry (reservoirs)
	766 500

	254/544/0
	CRR
	General
	14 000

	255/532/23
	CRR
	Upgrade Sirius Substation
	903 600

	255/532/24
	CRR
	Installation Risi locking mechanisms 200 miniature substation primary and secondary doors
	240 000

	255/53225
	CRR
	132 kv Substations
	600 000

	255/532/26
	CRR
	11 kv Switching Substations - repairs and maintenance
	740 000

	255/536/01
	CRR
	Load Disturbance Recorder
	212 000

	255/572/11
	CRR
	Brackenham 4way Mu replacement
	167 500
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	255/572/12
	CRR
	Vulindlela 3way Mu town supply
	92 000

	255/572/13
	CRR
	Air conditioner replacement Carina 132 kv sub
	28 000

	262/536/07
	CRR
	Water quality compliance
	313 000

	262/584/02
	CRR
	Water loss intervention
	500 000

	266/544/01
	CRR
	Replacement of old furniture
	100 000

	267/536/04
	CRR
	Pneumatic pumps and portable petrol engine
	2 900

	271/500/322
	CRR
	7 x Traffic Control Sedans
	2 010 000

	271/500/324
	CRR
	1 x High Speed Traffic Control Sedan
	352 300

	271/500/325
	CRR
	1 x Sports Utility Vehicle
	626 300

	271/500/326
	CRR
	1 x Executive Sedan
	558 000

	271/500/327
	CRR
	1 x Minibus
	338 500

	271/500/328
	CRR
	1 x 4x4 Single Cab Long Wheel Base – Light Delivery with Canopy
	250 500

	271/500/329
	CRR
	1 x Seven Seater Multi-Purpose Vehicle
	259 800

	271/500/330
	CRR
	2 x 3 Ton Personnel Carrier Trucks
	804 600

	271/536/02
	CRR
	Skid unit 
	16 000

	272/536/14
	CRR
	Ngwelezane standby quarters TV
	2 100

	273/536/10
	CRR
	Components for lawnmower
	200 000

	274/536/06
	CRR
	Bar fridge
	1 600

	277/536/02
	CRR
	Calibration machine
	5 100

	277/536/03
	CRR
	Lion alcometeres with software
	14 400

	277/544/01
	CRR
	Office chair - Acting Manager Human Resources
	2 000

	281/536/01
	CRR
	Electrical tools
	69 000

	281/544/0
	CRR
	Office chair
	1 300

	282/532/16
	CRR
	Data points
	12 600

	282/532/18
	CRR
	IT Infrastructure
	48 200

	282/532/22
	CRR
	Installation 2kva mains/solar powered ups
	49 300

	282/536/43
	CRR
	New & replacement of IT related equipment
	274 300

	282/536/51
	CRR
	IT equipment (Internal Audit and Manager )
	40 600

	282/536/52
	CRR
	Computer for Department for Engineering Services
	21 400

	282/536/53
	CRR
	Laptop 
	12 800

	282/536/54
	CRR
	Computer for HOD Electricity
	7 200

	282/536/55
	CRR
	Desktops computers
	88 300

	282/536/56
	CRR
	New and replacement of IT related equipment
	181 600

	282/536/57
	CRR
	Notebook – Mr B Nzuza
	10 000

	282/536/58
	CRR
	Councillors Tools of Trade 
	598 000

	283/536/03
	CRR
	Upgrade of globe crusher
	9 800
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	219/632/42
	EFF
	Installation of aluminium/ glass shop front
	33 200

	219/632/46
	EFF
	Air conditioners - Financial Services Ngwelezane
	52 600

	219/632/47
	EFF
	Mereensee Clinic - structural changes
	80 000

	222/672/72
	EFF
	eSikhaleni mall parking - taxi loading & holding areas
	381 100

	241/676/20
	EFF
	Redundant streetlights - Vulindlela and Ngwelezane
	500 000

	243/636/08
	EFF
	Standby pumps
	12 200

	245/616/10
	EFF
	Mandlazini Airport Buffer Strip
	41 100

	255/632/45
	EFF
	Installation of power monitoring equipment
	1 300 000

	255/636/01
	EFF
	MV switchgear fault detectors
	490 900

	255/672/17
	EFF
	B1030 Ngwelezane
	1 500 000

	255/672/19
	EFF
	eSikhaleni Infills
	500 000

	255/672/20
	EFF
	IDT Ngwelezane
	1 500 000

	255/672/21
	EFF
	Energy Loss Project
	4 900 000

	271/600/97
	EFF
	2 x 3 Ton Personnel Carrier Trucks
	160 600

	271/600/98
	EFF
	1 x Diesel Truck – Rear Mounted 8 Ton Crane
	1 358 700

	271/600/99
	EFF
	1 x Panel van
	239 100

	271/600/100
	EFF
	1 x 4x4 Double Cab 8 Ton Truck
	543 900

	271/600/101
	EFF
	1 x 4x4 Single Cab Long Wheel Base – Light Delivery without canopy
	312 700

	271/600/102
	EFF
	1 x Fire Engine
	2 372 200

	273/632/01
	EFF
	eSikhaleni Parks depot - vertical blinds
	7 000

	273/636/07
	EFF
	eSikhaleni Parks Depot - appliances
	8 000

	273/644/01
	EFF
	eSikhaleni Parks Depot - steel lockers
	5 000

	282/632/34
	EFF
	Call Centre
	1 500 000

	282/636/17
	EFF
	GIS database enhancements and capturing
	43 000

	222/872/20
	Gov Nat
	Pedestrian bridges rural areas (Expanded Public Works Grant) (as per original budget allocated to operating expenditure)
	400 000

	227/832/02
	Gov Prov
	Alkantstrand beach - Expansion
	3 500 000

	229/832/01
	Gov Prov
	Construction of new informal Trading Stalls
	4 000 000

	255/910/01
	PUB
	Fees Connections extension (Domestic)
	1 150 000

	255/910/02
	PUB
	Fees Connections extension (Industrial)
	980 000

	TOTAL
	64 423 200
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