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REPORT TO COUNCIL: 28 AUGUST 2012

| File: 5/1/1/3
Author: EXECUTIVE MAYOR(ZVN)/paldo

2012/13 OPERATING AND CAPITAL PROJECTS ROLL-CVER ADJUSTMENT
BUDGET REPORT

(0]

1. PURPOSE

The purpose of the report is for Council to consider and approve the 2012/13 operating

and capital projects roll-over adjustment budget report.

2. AUTHORITY

rt is submitted in terms of the Municipal Finance and Management Act

(MFMA) No. 56 of 2003 and the Municipal Budget and Reporting Regulations.

The repo

In terms of Chapter 4 Sections 28(1) to (7) of the Municipal Finance Management Act
No. 56 of 2003, a municipality may adjust an approved budget through an adjustment
budget.

In terms of Section 28 (2) (e) of the Municipal Finance Management Act No. 56 of
2003 a municipality: |
“(2) (e) may authorize the spending of funds that were unspent at.the end of the past
financial year where the under-spending could not reasonably have been foreseen at

the time fo include projected roll-overs when the annual budget for the current year

was approved by the Council.”

In terms of Municipal Budget and Reporting Regulations, Regulation 23(5):
“‘Reg. 23 (5) An adjustments budget referred to in section 28 (2) (e) of the Act may
| only be tabled after the end of the financial year to which the roll-overs relate, and
( must be approved by the municipal council by 25 August of the financial year

following the financial year fo which the roll-overs relate.”

i
i
t

o 4 BACKGROUND . _.___ e

During the preparation of the 2012/13 Medium Term Revenue and Expenditure

Framework (MTREF) Budget, Directorates submitted requests for roll-over of own

funded projects dueto the fact thatthey anticipated notto—spendthefunding-mthe -
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2011/12 financial year. Subsequently it has become necessary to do an adjustment

budget to accommodate the roll-overs of own funded projects which were already

committed.

5. EXPOSITION OF FACTS

The adjustment budget comprises of the roll-over of own and unconditional grant

funding that was committed in the 2011/12 financial year.

in terms of the operational budget, two requests were receivéd from the Directorates in
respect of the following:

¢ R2.9 million for the Indigent Registration Campaign; and

e R1.8 million for Water Treatment Chemicals.

Funding has been identified within the general expenses vote of the 2012/13 budget

- and as a result there will be no financial impact on the tariffs.

5.1 2012/13 CAPITAL PROJECTS BUDGET ADJUSTMENT

Table 1 reflects the adjustments to the rolled-over own-funded and unconditional grant-
funded capital projects. This adjustment has resulted in a increase of R44,2 million to
the capital projects budget from R749.0million to R793.3 million (Refer to “Annexure A”

for details).

TABLE 1: 2012/13 CAPITAL BUDGET ADJUSTMENT SUMMARY

APEXPER FUNDING SOURC

NEW PROJECTS A
Own Funds ‘ 120 079 023 | (36638881) | 83440 142
Electricity Demand Side Management 10 000 000 0| 10000000
Integrated National Electrification Programme (INEP) 30 000 000 0] 30000000] :
Urban Settlement Development Grant 491 145 828 0 {491 145 828 I
Human Settlement Development Grant 19 170 420 0| 19170420
Public Transport Infrastructure Grant 78 702 000 0| 78702000/
TOTAL NEW CAPEX ' 749 097 271 | (36 638 881) | 712458 390 | .
ROLLED-OVER PROJECTS
Own Funds 0 43859214 | 43859214 |
Development Bank of South Africa (DBSA LOAN) 0 17 638 881 | 17638881 4
| BCMET e e 233 787 233787 | |
Disaster Management Fund 0 41025 41025
Human Settlements Development Grant (HSDG) 0 19031 038 | 19031 038
TOTAL ROLLED-OVER CAPEX ‘ 0 80 803845 | 80803 945
TOTAL CAPEX PER FUNDING SOURCE 749 097 271 44 165 064 | 793 262 335
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5.1.1 COMMENTS ON THE CAPITAL BUDGET PROJECTS

()Own Funds
(a) In respect of the 2012/13 approved budget R29,0m has been tran'sferred from
General Valuations Capital Budget to the Operating Budget.  Electricity
Infrastructure Network which was- initially funded from tariffs is now being
funded from DBSA to the amount of R17,6 m. An amount of R10m has been
allocated to asset replacements for the 2012/13 financial year insurance claims.
(b) The amount of R43,9m is in respect of the roll-over requests received from the
Departments for projects committed in the 2011/12 financial year. A major
contributing factor is the R10,5m being rolled-over for 7 refuse compactor trucks

for Mdantsane (Refer to Annexure A).

(ii)DBSA Phase 4 and 5
An amount of R17,6m funding has been redirected to counter fund Electricity

Infrastructure Network Project in line with DBSA conditions (Refer to Annexure A).

(iii) Housing (Provincial Dept of Human Settlement)

An amount of R19m has been rolled-over for projects funded from the Human
Settlement Development Grant. There were delays in the procurement processes due
to budget shortfall which have been addressed during the mid - year and three year

budget reviews for the Reeston Phase 3: Stage 2 and Second Creek housing projects.

The challenges with contracts of .appointed service providers delayed project
implementation for the Block Yard TRA, DVRI Pilot Project. The challenges for DVRI
Pilot Project have been resolved and the service providers will be on site before the
end of August 2012 and the rectification of the contract for Block Yard TRA is being

finalised with the assistance of Legal Department (Refer to Annexure A).
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5.2

2011/12 TOTAL OPERATING BUDGET

Table 2 depicts the operating budget after taking into consideration the adjustments to

the operating projects as reflected in table 3.

TABLE 2: 2011/12 OPERATING BUDGET ADJUSTMENT SUMMARY PER

REVENUE SOURCE AND EXPENDITURE PER CATEGORY

Revenue Per Source

Assessment Rates (608 832 881) 0 (608 832 881)
Refuse Charges” (199 626 783) 0 (199 626 783)
Sewerage Charges (203 478 466) 0 (203 478 466)
Trade Effluent (10 572 725) 0 (10 572 725)
Water Charges (260 086 152) 0 (260 086 152)
Electricity Charges (1 279 796 276) 0| (1279796 276)
| Fire Levy (44 853 581) 0 (44 853 581)
Fuel Levy (317 781 000) 0 (317 781 000)
Grants and Subsidies (804 866 030) (36 372 293) (841 238 323)
Fines (11765 138) 0 (11765 138)
Housing Rentals (116 052) 0 (116 052)
Other Rentals (13 969 898) 0 (13 969 898)
Income Foregone 24 834 065 0 24 834 065
Other (235 726 376) 0 (235 726 376)
Total Direct Operating Income {3 966 637 254) (36 372 283) 3 009 587)
Expenditure Per Category
Salaries, Wages & Allowances 1053 328 100 0 1053 329 100
Remuneration of Councillors 45218 700 0 45218 700
Debt Impairment 215 000 000 0 215000 000
General Expenses 705704 870 0 705704 870
Operating Projects 167 308 996 81878 979 249 187 975
Bulk Electricity Purchases 906 780 707 0 906 780 707
Bulk Water Purchases 142 376 068 0 142 376 068
Repairs & Maintenance 290 862 907 0 290 862 907
Finance Charges 89 112 485 0 89 112 465
Depreciation 376 527 919 0. 376 527 919
Total Direct Operating Expenditure 3992 221 731 81 878 979 4074100 710
(Surplus) / Deficit 25 584 436 45 506 686 71091 122
-Transfers-Recognised- —Capital- ———— - ————|——(620-018 248)-|-- - —(19-305-850)-- -- - (648-324-098) -
(Surplus) [ Deficit for the Year (603 433 812) 26 200 836 (577 232 976)
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5.3 2012/2013 OPERATING P
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Table 3 reflects the adjustment to the rolled-over own-funded and unconditional grant-

funded operating projects to the 2012/13 approved budget.

The adjustment has

resulted in an increase of R81.9 million to the operating projects budget from R167.3

million to R249.2 million (Refer to Annexure B for details).

TABLE 3: 2012/2013 OPERATING PROJECTS BUDGET ADJUSTMENT

NEW PROJECTS _
Own Funds 38 800 000 32 000 000 70 800 000
Finance Management Grant 1 500 000 0 1 500 000
Infrastructure Skills Development Grant 3 000 000 0 3 000 000
Urban Settlement Development Grant 8328172 0 8 328 172
Reclaim Land Claims Commission 300 000 0 300 000
LGH (Local Government Housing) 77 000 0 77 000
Human Settlement Development Grant 111 845 824 0 111 645 824
Dept of Water Affairs — DoRA 1283000 0 1283 000
Dept of Water Affairs - Province 400 000 0 400 000
Dept of Water Affairs — ACIP 1 975 000 3 000 000 4 975 000
TOTAL NEW OPEX 167 308 996 35 000 000 202 308 996
ROLLED-OVER PROJECTS

Own Funds 0 13 506 686 13 506 686
Human Settlements Development Grant

(HSDG) 0 32031733 32031733
Leiden Platform 0 258 758 258 758
Dept of Local Government & Traditional Affairs 0 1081 802 1081 802
TOTAL ROLLED-OVER OPEX 0 46 878 979 46 878 979
TOTAL OPEX PER FUNDING SOURCE 167 308 996 81 878 979 249 187 975

5.3.1 COMMENTS ON THE OPERATING BUDGET PROJECTS

(i) Own Funds

(a) In respect of the 2012/13 approved budget, R29m has been transferred to

Operating Projects from the Capital Budget for General Valuations as the

project is of an operational nature as well as R3m for Councillors for out-of-

pocket stipend.

(b) An amount of R13.15m is in respect of the roll-over requests received from the

Departments for projects committed in the 2011/12 financial year (refer fo

Anmexure B):
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(i) Department of Water Affairs (DWA)
The Department has earmarked spec-ia'luf‘uﬁding for the Accelerated Community
Infrastructure Programme (ACIP). ACIP is a rapid intervention that aims to assist

municipalities with regard to water challenges faced in those affected municipalities.

The Department of Water Affairs has made available additional funds amounting to a
total of R7,000,000 to the Buffalo City Metropolitan Municipality to achieve the

intended Water Conservation & Demand Management objectives, as per the Business

Pian submitted for ACIP funding. These allocated funds are for the implementation of

water Conservation& Demand Management Interventions for the financial years
ending on the 31 March, amounting to R3,000,000 for 2012/13 and R4,000,000 for

2013/14 (Refer to Annexure.B).

(i) Human Settlement Development Grant

An amount of R32m has been rolled-over for projects funded from the Human
Settlement Development Grant. There were delays in the procurement processes due
to budget shortfall which have been addressed during the mid - year and three year

budget reviews for the Second Creek housing project.

The challenges with contracts of appointed service providers delayed project
implementation for the DVRI! Pilot Project and Potsdam Unit P. The challenges have
been resolved; the service providers of the DVRI Pilot Project will be on site before the
end of August 2012, the contract with Potsdam Unit P project terminated, service

provider to bring the project to completion to be appointed.

Delays in the approval of beneﬂoiaries by the PDoHS delayed the project
implementation in llitha and the Z. Soga -housing project was delayed by the
undertaking of turkey survey which was required to address the issue of five units that

were identified not suitable for housing development. Some of the beneficiaries for the

litha project have been approved.

Airport Phase 2A project was delayed by the procurement processes, it was initially

T ’"“plan-ned~that—~-the—-o¢gan-vof_.State._p.r‘oﬁo,u,r,em_em system would be used to acquire the

contractor for the project and at a later stage turned to competitive bidding system. The
contractor was only appointed in June 2012, resulting in the funding being made

available (Refer to Annexure B).

o
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6. CHALLENGES

The following challenges have impacted on the expenditure of capital and operating
projects in the 2012/2013 financial yéar:

o Litigations -

e Environmental Impact Assessments

° Termination of contracts due to poor performance by contractors

o Inefficiencies in the procurement processes

s Institutional political and administrative challenges

s Poor planning by the Directorates

In order to address the challenges, the following measures have been put in place:
e The Executive Mayor has established a Capital Spending Committee to
monitor report and advise on expenditure patterns
e The Accounting Officer has established a monthly Projects and

Programmes monitoring meeting

7. STAFF IMPjLiCATIONS

None.

8. FINANCIAL IMPLICATIONS

8.1 The total amount of rolled-over operating and capital projects funded from own
funds and unconditional grants is cash-back by investments and does not have an

impact on tariffs.

8.2 The effect of the adjustments are:
e An increase in the 2012/13 Approved Operating Budget from R3.99 billion to
R4.07 billion.

¢ An increase in the Capital Budget from R748.0 million to R793.2 million.
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9. RECOMMENDATION

It is recommended that:

91 Council notes and approves the 2

adjustment budget report.

92 Council approves the ad]
R81,878,979.

9.3 Council approves the adju
R44,165,064.

9.4 Council approves the 2012/13 Adjusted Operating an

. of R4,867,363,045as reflected in the table below.

'2012/2013 1st DPERATI

012/13 operating and capital projects roll-over

ustmenté to the 2012/13 Operating Budget amounting to

stments to the 2012/13 Capital Budget amounting to

d Capital Budget in the sum

Operating Budget

Capital Budget

otal 2012/2013 Adjustment Budget

3992 221 731

748 097 271

>

>
-2
ch
(41
(=~
<h
EEN

4 074 100 710

793 262 335

4 741 318 002

126 044 043

4 867 363 045 |

Z\. MCITH
EXECUTIVE MAYOR
pAfdolbs o

Annexures

Annexure “A”

Annexure “B”
“Annexure

- Summary of Capital Budget Adjustments
- “Annexure At — CapitalfBudget-P,[oje_Qts,Agjgsgmgn’g Schedule

— Summary of Operating Budget Adjustments .
“B1" — Operating Budget Projects Adjustment Schedule.
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REPORT TO THE COUNCIL: 28 AUGUST 2012.
REPORT OF THE EXECUTIVE MAYOR

[File No: 4/1/2/6]
[Author: Executive Mayor (ZN)/af]

INSTITUTIONAL SCORECARD, SERVICE DELIVERY AND BUDGET
IMPLEMENTATION PLAN AND 2012 /2013

1. PURPOSE
The report is for Council to NOTE the Service Delivery and Budget Implementation Plan
(SDBIP) 2012-2013 approved in terms of Section 53(1) (c) (i) of the Local Government:
Municipal Finance Management Act (MFMA), Act 56 of 2003.

2. AUTHORITY
This report is for NOTING by Council.

3. LEGAL / STATUTORY REQUIREMENTS

3.1 The Constitution of the Republic of South Africa, 1996, Section 152

3.2. Local Government: Municipal Systems Act, Act 32 of 2000, Section 38-40
3.3The Local Government: Municipal Finance Management Act 56 of 2003; and
3.4 Municipal Finance Management Act Circular No 13.

4. EXPOSITION OF FACTS

In terms of section 53 [1] [c] [ii] of the Local Government Municipal Finance
Management Act, the Service Delivery and Budget Implementation Plan (SDBIP) must
be approved by the Mayor within twenty eight [28] days after the approval of the budget.

In addition to Section 53 (a) states that “the Mayor must ensure that the revenue and
expenditure projections for each month and the service delivery targets and
performance indicators, as set out in the service delivery and budget implementation
plan, are made public no later than 14 days after the approval of the service delivery
and budget implementation plan” ' '




