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UNAUTHORISED EXPENDITURE ADJUSTMENT BUDGET REPORT FOR THE
2023/2024 FINANCIAL YEAR

. PURPOSE

The purpose of the report is for Council to consider and approve the unauthorised
expenditure adjustment budget of Buffalo City Metropolitan Municipality for the
2023/2024 financial year as reported and disclosed in the 2023/2024 Audited Annual

Financial Statements.

. AUTHORITY
Buffalo City Metropolitan Council.

. LEGAL [ STATUTORY REQUIREMENTS

3.1 The Constitution of the Republic of South Africa, 1996
3.2 Municipal Finance Management Act No 56, 2003
3.3 Municipal Budget and Reporting Regulations, 2009

. BACKGROUND
Unauthorised expenditure is defined in section 1 of the MFMA as follows:
“unauthorised expenditure”, in relation to a municipality, means any expenditure
incurred by a municipality otherwise than in accordance with section 15 or 11(3), and
includes —
(a) overspending of the total amount appropriated in the municipality’s approved
budget;
(b) overspending of the total amount appropriated for a vote in the approved
budget;
(c) expenditure from a vote unrelated to the department or functional area covered



by the vote;

(d) expenditure of money appropriated for a specific purpose, otherwise than for
that specific purpose;

(e) spending of an allocation referred to in paragraph (b), (c) or (d) of the definition
of “allocation” otherwise than in accordance with any conditions of the
aliocation; or

(f) a grant by the municipality otherwise than in accordance with this Act.

fn terms of regulation 23(6)(b) of the MBRR, council may authorise unauthorised
expenditure in a special adjustments budget tabled in council when the mayor tables
the annual report in terms of section 127(2) of the MFMA. This special adjustment
budget “may only deal with unauthorised expenditure from the previous financial year
which the council is being requested to authorise in terms of section 32(2) (a) (i) of
the Act.” This special adjustment budget therefore deals with:

i. unauthorised expenditure that occurred in the second half of the previous

financial year (2023/2024), and
ii. any unauthorised expenditure identified by the Audiior-General during the

annual audit process.

According to the Municipal Budget and Reporting Regulations (MBRR), 2009, (Reg.
21) '
“An adjustment budget and supporting documentation of a municipality must be in the

format specified in Schedule B and include all the required fables, charts and
explanatory information taking into account any guidelines issued by the Minister in
terms of $168(1) of the Act” (MFMA).

This report follows the legislative requirements of the Municipal Budget and Reporting

Regulations (Schedule B format).



5. EXPOSITION OF FACTS

Unauthorised expenditure was disclosed as legislatively required in terms of MFMA
Circular 68 in note 61 of the Annual Financial Statements (AFS) and was due to
overspending on the appropriated amounts of some of the expenditure types in the

approved budget.

The consolidated unauthorised expendifure of R368 454 149 per expenditure type

relates to the following:

e R32 618 557 relates to non-cash accrued interest in respect of the Landfill

Provision;

o R335 835 592 relates to loss on derecognition of assets.

Table 1 below tabulates the consolidated unauthorised expenditure per expenditure

type that has been disclosed in the AFS:

Table 1: Unauthorized expenditure disclosed in 2023/2024 Consolidated AFS (Per

Expenditure type)

Closing balance

R R
Opening balance 0 163 702 130
Expenditure condoned by Council in terms of section 32 of
the MEMA. 0 (163 702 130}
Unauthorised expenditure for the year 368 454 149 0
368 454 149 0

Table 2 below tabulates the consolidated unauthorised expenditure per directorate

that has been disclosed in the AFS:



Table 2: Unauthorized expenditure disclosed in 2023/2024 Consolidated AFS (Per

M@l
UNAUTHORISED EXPENDITURE ‘ 2023/2024 2022208
Infrastructure Servrces | 230 157 920 ...‘. O“ -
Solid Waste & Environmental Management 36 092 597 0
266 250 517
Closing balance 0

Table 3 & 4 below tabulate the parent unauthorised expenditure that has been

disclosed in the AFS:

Table 3: Unauthorized expenditure disclosed in 2023/2024 BCMM Parent AFS (Per

Expenditure type)

The Parent unauthorised expenditure of R403 496 432 per expenditure type relates

to the following:

+ R32 618 557 relates to non-cash accrued interest in respect of the Landfill

Provision;

s R351 785 621 relates to loss on derecognition of assets.

o R19092 254 relates {o Other losses

R R
Opening balance 0 163 702 130
Expenditure condoned by Council in terms of section 32
of the MFMA. 0 163 702 130
Unauthorised expenditure for the year 403 496 432 0
Closing balance 403 496 432 0

Table 4: Unauthorized expenditure disclosed in 2023/2024 BCMM Parent AFS (Per

Directorate)
Economic Development & Agencies 37 391 353 0
Infrastructure Services 230 157 920 0
Solid Waste & Environmental Management 36 092 597 0
Closing balance 303 641 870 0




5.1REASONS FOR UNAUTHORISED EXPENDITURE

5.1.1 CONSOLIDATED UNAUTHORISED EXPENDITURE

A. The unauthorised expenditure incurred (368 454 149) has been as a result of

B. The unauthorised expenditure incurred (R266 250 516) has been as a result of

over spending of the total amount appropriated to the following expenditure

category:

Loss on derecognition of assets — R335 835 592

Non cash accrued interest- R32 618 557

As reflected in the above explanation, the unauthorised expenditure was not

caused by negligence on the actions of any personnel. Each financial year,

quarterly reports are prepared for each quarter to assess Unauthorised

expenditure and quarterty the city reports to National Treasury on unauthorised

expenditure.

over spending of the total amount appropriated to the following directorates:

Infrastructure Services — R230 157 920 relates to derecognition of

assets.

Solid Waste & Environmental Management — R36 092 597 relates to

non-cash acecrued interest in respect of the Landfill Provision.

Table 5 and 6 below provide a breakdown of the consoclidated unauthorised

expenditure as disclosed on the 2023/2024 Consolidated Annual Financial

Statements.

Table 5: Breakdown of the 2023/2024 consolidated u'nauthorised expenditure

per Expenditure type

| Expenditure Type

" Original Budget

Budget Adjustments
{i.to. MFMA s28)

Finai adjustments

budget

Actual
Outcome

Unauthorised =

expenditure

Employee costs 2 884 447 506 (113611 685) 2770835 821 2 736 120 2568 b
Remuneration of Councilkers 74 057 054 {5 089 675) 68 967 379 68 667 378 4
Depreciation and amortisation 1903 201 535 211 351 1803 412 886 1891872718 G
Inferest 13 567 183 24 885 13 592 068 46 210 625 (32 618 557)
Inventory consumed and bulk purchases 2 798 807 982 {161 051 396} 2637 756 586 2 563 563 433 ¢
Transfers and subsidies 154 110 060 (13 541 179} 140 568 881 131 530 965 8]
Other expenditure 1541 816 080 118 836 559 1660 652 639 1 996 488 230 {335 835 592)
Debt impairment 1328 916 502 154 974 394 1483 890 896 1336 717 876 Y

Total Expenditure 10 698 923 2802 (19 246 747) 10 679 677 155 10771 480 483 {368 454 148)




Table 6: Breakdown of the 2023/2024 consolidated unauthorised expenditure

per Directorate

Directorate

Original .
Budget

Budget

Adjusiments
(lt.o. MFMA

528

Final
adjustments
budget

Actual
Qutcome

Unauthorised
expenditure

Directorate - Executive Suppoert Services 304 739 274 -32 048 551 272692723 271921 364 ¢
Directorate - Municipal Manager 163 112177 22 147 545 175 259 722 166 466 184 ¢
Directorate - Corporate Services 240 908 901 4 532 197 245 441 098 244 017 323 0
Directorate - Spatial Planning and Development 426 323 836 -16 086 238 410 237 598 354 466 477 0
Dirgclorate - Economic Development & Agencies 220 690 947 50 137 929 270 828 876 267 708 748 0
Directorate - Chief Financial Officer 1054 272 590 -31 632 147 1022 640 443 948 675 489 0
Directorate - Public Safety & Emergency Services 516 658 783 61714 573 578 273 356 577 714 199 0
Directorate - Human Settiement 187 439 291 -14 115 471 173 323 820 158 914 460 0
Directorate - Infrastructure Services 6 336 290 410 -91 818 323 § 244 472 087 6 474 630 007 -230 157 920
Directorate - Solid Waste and Environmental
Management 659 806 211 111 452 376 771258 587 807 351 184 -36 082 597
Directorate - Sport, Recreation & Community
Development 598 781 480 -83 532 632 515 248 841 498 615 41 0
Total Expenditure by Vote 10 698 923 900 =19 246 749 10 679 677 151 10 771 480 483 -266 250 516

5.1.2 BCMM UNAUTHORISED EXPENDITURE (PARENT}

A. The unauthorised expenditure incurred (403 496 432) has been as a result of

over spending of the total amount appropriated to the following expenditure

category:

i.  Loss on derecognition of assets — R351 785 621
ii. Non cash accrued interest ~ R32 618 557
iii. Other Losses — R19 092 254

As reflected in the above explanation, the unauthorised expenditure was not

caused by negligence on the actions of any personnel.

B. The unauthorised expenditure incurred (R303 641 870} has been as a result of

over spending of the total amount appropriated to the following directorates:

i. Directorate of Economic Development & Agencies - R37 391 353

relates to derecognition of assets

i. Directorate of Infrastructure Services - R230 157 920 relates to

derecognition of assets




fii. Directorate of Solid Waste & Environmental Management -
R36 092 597 relates to non-cash accrued interest in respect of the Landfill

Provision

Table 7 and 8 below provide a breakdown of the parent unauthorised expenditure
as disclosed on the 2023/2024 BCMM Annual Financial Statements.

Table 7: Breakdown of the 2023/2024 BCMM unauthorised expenditure per

Type (Parent)

| PER EXPENDITURE TYPE

2842 422 439

Original Budget

Budget

Adjustments
{i.lo. MFMA

$28)

Final adjustments . |

budget

Actual

- QOutcome

“Unauthorised expenditure

Employee costs -120 860 564 2721761875 2680 416 301 0
Remuneration of Councillors 74 057 054 -5 089 675 68 967 379 68 067 378 0
Depreciation and amortisation 1902 326 577 0 1902 326 577 1 800 769 200 0
Interest 13 564 955 0 13 564 856 46 183 512 -32 618 557
Inventory consumed and bulk purchases 2797 816 044 -162 197 726 24635620 316 2 563 530 662 0
Transfers and subsidies 183 897 060 -13 443 469 140 453 591 131 530 965 ]
Cther expenditure 1517 959 780 90 840 396 1608 800 176 1979 678 051 -370 877 875
Debt impairment 1328 916 502 154 974 394 1483 800 896 1336 717 875 0
Total Expenditure 10 630 962 411 -55 576 646 10 575 385 765 10 707 814 035 -403 496 432

Table 8: Breakdown of the 2023/2024 BCMM unauthorised expenditure per

Directorate {Parent)

Original Budget

Budget

Final adjustments

Actuat

Unauthorised -

PER DIRECTORATE A(Idtjlcl)slt\l;'lFe“H;S budget Qutcome axpenditure
_ 528)
Directorate - Execulive Support Services 304739 274 -32 048 551 272692723 271 921 364
Directorate - Municipal Manager 183 112177 22 347 545 175 259 722 166 466 194
Directorate - Carporate Services 240 908 81 4532187 245 441 098 244 017 323
Directorate - Spatial Planning and Development 426 323 836 -16 086 238 410 237 598 354 347 523
Directorate - Economic Development & Agencles 152 729 467 13 808 029 186 537 486 203 926 839 -37 381 3563
Directorate - Chief Financlal Officer 1054 272 590 -31 632147 1022 640 443 908 157 596
Directorate - Public Safety & Emergency Seivices 516 558 783 81714 573 578 273 356 577 714199
Direcforate - Human Settiement 187 439 291 -14 115 471 173 323 820 158 914 460
Directorate - Infrastructure Services 6 336 290 410 -81 818 323 6 244 472 087 6 474 530 007 -230 157 920
Directorate - Sclid Waste and Environmental Management 659 806 211 111 452 376 771 258 587 807 351 184 -36 092 597
Directorate - Sport, Recreation & Community Development 598 781480 -83 532839 515 248 841 499 615 041
Total Expenditure by Vote ‘ 10 630 962 410 -55 576 649 10 575 385 761 10 667 063 729 -303 641 870
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5.2

OPERATING AND

CAPITAL BUDGET
EXPENDITURE

APPROVED

PART 1 - ADJUSTMENT BUDGET

EXECUTIVE MAYOR’S REPORT

The unauthorised budget adjustment is being prepared as informed by the
2023/2024 audited Annual Financial Statements (AFS) and in terms of the
Municipal Finance Management Act (MFMA), and the Municipal Budget and
Reporting Regulations (MBRR).

The main reason for this adjustment budget is the over-spending on some of the
expenditure types in the municipality’s approved budget. This adjustment budget

report covers the 2023/2024 financial year.

Table 9 below provides a high-level consolidated summary of the Operating and
Capital Budget adjustments for the 2023/2024 financial year. The table also
indicates that there has been no change in the overall total budget for the operating
revenue as no extra revenue was realised. It also reflects that there is no change
in the overall total capital budget, however, there is a proposed increase of
R157 044 901 to the operating expenditure budget due to the unauthorised

expenditure identified in the 2023/2024 Financial year.

Table 9: High-level consolidated summary of the 2023/2024 Operating and

Capital Budget Adjusiment

' - 202412025
202312024 )
FIFTH ADJ. .
" BUDGET -~

202312024
THIRD-ADJ,
BUDGET

202312024
* FOURTHADJ.
BUDGET -

| 202312024 D-
YEAR ADJ.
BUDGET

2023/2024
FIRST ADJ.
" BUDGET .

2023/2024

ADJUSTMENT - FINAL

BUDGET

20252026
FINAL
BUDGET

__ ‘ _ BUDGET
Total Revenue 9415556940 | 0418610058 | 9306520847 | 9396260071 | 93863314 0| 9386331492 | 10102815139 | 10885461779
Total Operating
Expenditure "
neliding Operating | 9405341830 | 6408403948 | 936203434 | 9396033556 | 9386095080 157044901 | 9543130981 | 10092605994 | 108687882640
Projects
Surplus  (Deflclt) 10215110 10215110 236 413 236 412 236412 | 157 044 901 456 805 469 10 212 145 7579130
Total Capital
“"”’“‘L"Ex per 1219226304 | 1205320245 | 1203895162 | 1324002760 | 1339433027 0| 1339433027 | 17167808254 | 1193096609
E:f;fgﬁ;:td 10624668134 | 10703724193 | 10680188506 | 10720126319 | 10725528107 157044901 | 10882573006 | 11260412248 | 12080979258




5.3

COUNCIL. RESOLUTIONS

On 31 May 2023 the Council of Buffalo City Metropolitan Municipality met to
consider, approve and adopt the 2023/24 — 2025/26 MTREF Budget. The Council
further met on 25 August 2023 to consider and approve the roll-over adjustment
budget. On 28 February 2024, BCMM Council met to consider the 2023/2024 mid-
year adjustment budget. On 26 April 2024 the Council met to consider and
approve the third adjustment budget. On the 22" August 2024 the Council met to
consider and approve the fourth adjustment budget. In terms of Chapter 4, Section
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.”

it is therefore recommended that the BCMM Council considers and approves:

A. The adjusted budget of the Parent municipality (BCMM) for the 2023/2024 Fifth

Adjustment Budget as follows:

The unauthorised expenditure of the Parent Municipality of R403 496 432
incurred in the 2023/2024 Financial year.

The transfer of the savings identified from the following items to address the

unauthorised expenditure as disclosed in the 2023/2024 BCMM Annual

Financial Statements (Parent).

a) Transfer of R27 799 385 from Emplcyee Related costs

b) Transfer of R147 173 020 from Debt impairment

c) Tranéfer of R11 537 286 from Depreciation & Asset impairment

d)} Transfer of R32 618 557 to Finance charges fo address unauthorised
expenditure identified.

e) Transfer of R44 368 545 from Electricity Bulk Purchases

f) Transfer of R443 875 from Contracted Services

g} Transfer of R8 907 753 from Transfers & Grants

h} Transfer of R33 878 529 to Repairs & Maintenance (In the Unauthorised

Expenditure reporting, repairs & maintenance is not classified as a



standalone item, it is included in Other expenditure and this expenditure
type does not have unauthorised expenditure in the 2023/2024 AFS).

i) Transfer of R12 228 976 from Operating Projects

j) Transfer of R8 540 744 from Other Expenditure

k) Transfer of R25 112 508 to Losses to address unauthorised expenditure
identified.

I} Transfer of R351 785 622 to Losses on disposal of Assets to address
unauthorised expenditure identified.

m) Transfer of R25 350 731 from Other Materials

The adjusted Operating Revenue Budget of the Parent for the 2023/2024
financial year that remains unchanged as R9 287 441 892 be approved by
Council.

An increase of R157 044 901 to the adjusted Operating Expenditure Budget of
the Parent for the 2023/2024 financial year to address the identified
unauthorised expenditure.

The adjusted Capital Budget of the Parent for the 2023/2024 financial year that
remains unchanged as R1 338 624 884 be approved by Council.

. The Consolidated adjusted budget of BCMM for the 2023/2024 Fifth

Adjustment Budget as follows:

The Consolidated unauthorised expenditure of R368 454 148 incurred in the
2023/2024 Financial year.

The transfer of the savings identified from the following items to address the
unauthorised expenditure as disclosed in the 2023/2024 Consolidated BCMM
Annual Financial Statements.

a) Transfer of R27 799 385 from Employee Related costs

b) Transfer of R147 173 020 from Debt impairment

c) Transfer of R11 537 286 from Depreciation & Asset impairmient

d) Transfer of R32 618 557 to Finance charges to address unauthorised

expenditure identified.



e) Transfer of R44 368 545 from Electricity Bulk Purchases

f) Transfer of R443 875 from Contracted Services

g) Transfer of R8 907 753 from Transfers & Grants

h) Transfer of R33 878 529 fo Repairs & Maintenance (In the Unauthorised
Expenditure reporting, repairs & maintenance is not classified as a
standalone item, it is included in Other expenditure and this expenditure
type does not have unauthorised expenditure in the 2023/2024 AFS).

i) Transfer of R12 228 976 from Operating Projects

i) Transfer of R8 540 744 from Other Expenditure

k} Transfer of R25 112 508 to Losses to address unauthorised expenditure
identified.

[} Transfer of R351 785 622 to Losses on disposal of Assets fo address
unauthorised expenditure identified.

m) Transfer of R25 350 731 from Other Materials

The adjusted Consolidated Operating Revenue Budget for the 2023/2024
financial year that remains unchanged as R9 386 331 492 be approved by
Council. |

An increase of R157 044 901 {o the consolidated adjusted Operating
Expenditure Budget for the 2023/2024 financial vear to address the identified
unauthorised expenditure.

The adjusted Consolidated Capital Budget for the 2023/2024 financial year that
remains unchanged as R1 339 433 027 be approved by Council.



C. The National Treasury B Schedules that have been adjusted in line with the
above are herewith enclosed as Annexure 3 and Annexure 4.

D. The fifth and final 2023/2024 financial year adjusted budget be approved by

Council.
¥ % ﬂﬂ/o//ﬁw 8T
P. FAKU DATE

EXECUTIVE MAYOR
BUFFALQ CITY METROPOLITAN MUNICIPALITY
MXOLIST YAWA / VP



5.4

EXECUTIVE SUMMARY
The Buffalo City Metropolitan Municipality is striving to excel in its governance

responsibility. One of the fundamental pillars of achieving governance excellence
is ensuring full compliance with applicable legislations. This unauthorised
expenditure adjustment budget report is responding to the Municipal Finance
Management Act (MFMA) and the Municipal Budget and Reporting Regulations
(MBRR) requirements which prescribe that the unauthorised expenditure may be
authorised through a special budget adjustment tabled in council when the mayor

tables the annual report in terms of section 127(2) of the MFMA.

BCMM undertook an analysis of unauthorised expenditure that has been incurred
and disclosed in its consolidated 2023/2024 AFS. The analysis which has been
reported in section 5.1 above of this report revealed that the incurred unauthorised
expenditure of R368 454 148 has been a result of the following; R32 618 557
relates to non-cash accrued interest in respect of the Landfill Provision and

R335 835 592 relates to loss on derecognition of assets.

A budget adjustment is therefore tabled at Council to authorise the unauthorised
expenditure of R368 454 148 that is disclosed in the Consolidated 2023/2024 AFS.
Savings of R211 409 247 have been identified to transfer to the expenditure types
with the unauthorised expenditure. As the savings identified are not sufficient to
address the unauthorised expenditure there is also a proposed increase of
R157 044 901 to the Operating Expenditure Budget to address the rest of the
unauthorised expenditure incurred. |t is therefore necessary that the adjustment
budget for 2023/2024 financial year be tabled at Council for its consideration and

approval.

The total consolidated operating revenue budget for the 2023/2024 financial year
has not been adjusted and remains R9 386 331 193. There is a proposed increase
of R157 044 901 to the consoclidated operating expenditure budget for the
2023/2024 financial year as the savings identified to address the unauthorised



expenditure were not sufficient to cover the unauthorised expenditure incurred in
the 2023/2024 Financial year. There has been no adjustment made in the capital
budget of 2023/2024 financial year and remains R1 339 433 027 (Refer to section
5.7 below for details).

5.4.1 OPERATING AND CAPITAL BUDGET ADJUSTMENT
Table 10 below provides a high-level summary of the Operating and Capital

Budget adjustments for the 2023/2024 financial year. The table also
indicates that there has been no change in the overall total budget for the
consolidated operating revenue. It also reflects that there is no change in
the overall total capital budget, however there is a proposed increase of
R157 044 901 to the operating expenditure budget due to the unauthorised
expenditure identified in the 2023/2024 Financial year.

Table 10: High-level summary of the 2023/2024 Operating and Capital Budget

Adjustment

B RA AND 0 i F! 024 0 0 D i 0 0 0 () 24
APITAL BUD APPROVED RST AD AR AD RD AD OURTH AD AD AD A
) R D BUD [) D L) D
BLUD BUD

Total Revenue 9415556040 | 0418619058 | 9386520847 | 9396260071 | 9306 33 492 0| 9386331402 | 10102818130 | 10895461770
Total Operating
E:E;i“d‘::;'gpemmg 9008103654 | ©D0B103654 | 0031052653 | 0031052653 | 9036454441 | 169273877 | 9205728318 | 0745848674 | 10517025522
Projects
Operating Prajects 307208176 | 400300204 | 355240781 | 364080906 | 349 640 630 2228976 | 337411663 | 346757 320 370856 827
Total Operating
Expenditure ncluding | 9405341830 | 9408403948 | 9388293434 | 97306033559 | 0386095000 | 157044001 | 9543130081 | 10092605004 | 10887882649
Operating Projacts
Surplus { (Deflcit 1021510 10215110 236 413 236 412 26412 | 457044901 | -156 606 49 10212 145 7579 130
Total Cagital 1219326304 | 1295320245 | 1293895162 | 1324002760 | 1339433027 0| 1330433027 | 1167006254 | 1193006603

Expenditure

Total Opex and Capex
Butlget

10624668134 | 10703724193 | 10680188596 | 10720126319 | 10725 528107 157044901 | 10862573008 | 11260412248

12 080 979 258




55 OPERATING REVENUE FRAMEWORK

The following table depicts that no adjustments have been made to the operating

revenue budget per source for the 2023/2024 financial year.

Table 11: 2023/24 Adjusted Revenue per Source

2023/2024 2023/2024 MID 2023/2024 2023/2024

. )
| 2023/2024 | 2023/2024 FIFTH -
| Aieyal FIRST YEAR THIRD FOURTH 2
REVENUE SOURCE | APPROVED  apJUSTMENT ~ADJUSTMENTS ADJUSTMENTS ADJUSTMENTS ~ APJUSTMENTS | ADJUSTUENTS .
: ; BUDGET BUDGET BUDGET BUDGET
Property rates 2208 577 405 | 2 208 577 405 | 2208 577405 | 2208 577405 | 2208 577 405 0| 2208577405
Servica charges - eleotrichty 2614160794 | 2614160794 | 2450205652 | 2450205652 | 2450 295 652 o| 2459205852
f’e‘fj;’;‘fe“harges - water 933 423 445 933 423 445 845 686 567 845 688 567 845 685 567 0 845 658 567
f;g;ﬁf;harges - sanitation 493350607 | 493350 607 573 554 533 573 554 533 573 554 532 0 573 554 533
f;"\:jﬁ?;harges - refuse 406 053 181 408 053 181 509 293 320 509 203 320 508 293 320 0 500 293 320
Rental of facilities and
Rental of ¢ 23129 360 23129 360 23 129 360 23 128 360 23129 360 0 23 120 360
Interest aarnad - external 24 054 418 24 054 418 38 553 497 38 553 467 38713 313 0 38 713313
investments
;";ﬁ{gz eamed - olistanding 211915246 | 211915248 211 015246 211 915 246 211915 248 0 211 916 246
Fines, penalties and forfeits 20 080 395 20 080 395 0238 546 9 238 546 9 238 b45 0 9 238 546
Licences and permits 17 667 120 17 667 120 13367 120 13 367 120 13 367 120 0 13 367 120
Agency services 27 260 728 27 260728 27 932 621 27 032 621 27 932 621 0 27 932 6214
gf;zft?; > and subsidies - 1463862078 | 1466924106 | 1493046470 | 1503686594 | 4493 409 701 0| 1493499701
gf'see‘r’jife";‘ds and Rendering 145057834 | 145957 834 145 657 834 145 957 834 145 957 834 0 145 957 834
Fuel Levy 741926000 | 741 926 000 741 926 000 741 926 000 741 926 000 0 741 926 000
Other revenue 84 138 329 84 138 329 84 153 376 84 153 376 84 241 974 0 84 241 974
. Total Direct Operating . | 9418610058 9386520547 0396260671 9386331 192 0. 9386331192

5.6 OPERATING EXPENDITURE FRAMEWORK

The following table (table 12) indicates the downwards adjustment made from the

expenditure type with savings and the upward adjustment made to expenditure
type with unauthorised expenditure. Also included in the adjustments on the table
below is the proposed upward adjustments of R157 044 901 to the total operating

expenditure budget to address the unauthotised expenditure.




Table 12: 2023/2024 Adjusted Operating Expenditure per Type

D R P APPROVED AL
AD AR A D AD AD
BUD
=100 H [) =B UD B ) =818
Employes refated costs | 2844638310 | 2844638310 | 2652563020 | 2652563020 | 2729 358 526 27799385 | 2701 559141
Remuneration of
Remunera 76 503 054 76503054 | 76503 054 76 503 054 71 413 379 0 71 413 379
Debt impaiment 1328916502 | 1328916502 | 1483800895 | 1483890895 | 1483890895 | 147173020 | 1336 717 875
Enelf;ﬁﬂji‘;” & asset 609 619 463 609619463 | 600 619 463 609 610 463 609 619 463 11637 286 598 082 177
Finance charges 13 567 183 13567183 | 13567183 13 567 183 13592 068 32 618 567 46 210 625
E'L?r‘;tr:g’gg SB“"‘ 2512494006 | 2512494096 | 2512494006 | 2512494096 | 2318 297 296 44368545 | 2273928 751
Contracted services 175 748 202 175748 202 | 196667 177 198 667 177 213038 199 443 875 212 504 324
Transfers and grants 76 051 060 76051060 | 86069670 86 069 670 83902 280 -8 907 753 74 994 527
Repairs and
nepars and 497 440 370 497 440370 | 506 352 207 506 352 297 469 201 062 33 878 529 503 078 591
Operating projects 397 238 177 400300295 | 355 240 781 364 560 906 349 640 639 12228 976 337 411 663
Other expendiiure 512 386 304 512386 304 | 532 715 036 532 715 036 641 444 059 -8 540 744 632 903 315
Lossas 92 539 935 92539935 | © 92539 935 92 539 935 93019 708 25 112 508 118 132 214
Lossas on disposal of
posses 0 0 0 o 0 351 785 622 351 785 622
Other materials 268 198 084 268199084 | 268 070 825 268 070 825 309 677 506 -25 350 731 284 326 775

. -Total Operating I . L . g - I
| Expenditre - 9409341830 9408403945 9386293432 9396033567 9386095078 157044901

9543 139979

a) The adjustments column on the table above indicates the adjustments to be
made to address the unauthorised expenditure incurred.
i. A downward adjustment of R27 799 385 has been made to Employee
Related costs.
fi. A downward adjustment of R147 173 020 has been made to Debt
impairment.
fi. A downward adjustment of R11 537 286 has been made to Depreciation &
asset impairment.
iv.  An upward adjustment of R32 618 557 has been made to Finance charges.
v. A downward adjustment of R44 368 545 has been made to Electricity bulk
purchases.
vi. A downward adjustment of R443 875 has been made to Contracted services.
vii. A downward adjustment of R8 907 753 has been made to Transfers &
Grants.
vii. ~ An upward adjustment of R33 878 529 has been made to Repairs &
Maintenance (In the Unauthorised Expenditure reporting, repairs &



maintenance is not classified as a standalone item, it is included in Other
expenditure and this expenditure type does not have unauthorised
expenditure in the 2023/2024 AFS).
ix. A downward adjustment of R12228 976 has been made to Operating
projects.
X.  Adownward adjustment of R8 540 744 has been made to Other Expenditure.
xi.  Anupward adjustment of R25 112 508 has been made o Losses.
xii.  An upward adjustment of R351 785 622 has been made to Losses on
disposal of assets.
xiii. A downward adjustment of R25 350 731 has been made to Other Materials.
Table 13 below indicates the downwards adjustment made from other directorates

with savings to address the unauthorised expenditure incurred at directorate level.

Table 13: 2023/2024 Adjusted Operating Expenditure per Directorate

202372024

- - 2023/2024 202372024 2023/2024

202312024 FIRST | - 2023/2024 MID ' -

 ADJUSTMENTS

er.IREC.TORATE APPROVED  ADJUSTMENT -| ' YEAR THIRD FOURTH FIETH
BUDGET BUDGET . ADJUSTMENTS | ADJUSTHENTS. ADJUSTMENTS ADJUSTMENTS
L . : : { BUDGET | BUDGET . BUDGET - BUDGET

Dirgctorate of Executive Support

Services 304 739 274 304 772 958 277613565 277613 568 272 692 726 -152 648 271940 077
Directorate of Municipal

Manager 163112177 153 112 177 142 744 852 143 084 852 175 250 722 -8 678 990 166 580 732
Directorate of Corporate

Services 240 908 901 240 908 901 221664 312 221 864 312 245 441 098 -1 408 009 244 033 089
Directorate of Spatial Planning

& Development 297 598 736 297 598 736 286 458 477 286 458 477 281 512 498 -b5 880 076 225622422
Diractorate of Economic

Development & Agencles 220 690 948 220520 948 261 653 751 268 045 876 270826 876 43 886 006 314 714 882
Directorate of Chief Financial

Officer 1012 839 809 1012839500 | 10427062385 § 1042706 385 981 207 762 -72 960 377 908 247 385
Directorate of Public Safety &

Emergency Services 516 558 783 516 558 783 500 376 475 500 376 475 578 273 356 -5569 154 577 714 202
Directorate of Human .

Settlement 187 439 291 190 886 725 175 5689137 175 6569 137 173323 820 -118 676 173 205 145
Directeraie of Infrastructure

Services 5291826478 5289826478 | 5312872728 | 5315780728 | 5200008 155 233 055 680 5433 063 835
Directorate of Solid Waste And

Environmental Management 659 806 211 860 633 211 704 274 900 704 274 900 771 258 587 36 104 942 807 363 529
Directorate of Sport, Recreation

& Community Development 519 821 122 520 745 122 460 458 852 460 458 852 436 288 483 -15 633 797 420 654 686
Total Expenditure by Vote 9 405 341 830 9408 403948 | 9386293434 | 9396033562 | 9386095083 157 044 901 | 9543139 284

a) The adjustments column on the table above indicates the adjustments to be

made to address the unauthorised expenditure incurred at directorate level:

i. A downward adjustment to Executive Support Services of R752 649.

ii. A downward adjustment to City Manager's Office of R8 678 990.

ii. A downward adjustment to Corporate Services of R1 408 009.




vi.

A downward adjustment to Spatial Planning & Development of
R55 890 076.

An upward adjustment to Economic Development & Agencies of
R43 886 006.

A downward adjustment of R72 960 377 to Finance Services.

vii.

viii.

A downward adjustment of R118 675 to Human Settlements.

ix.  Anupward adjustment of R233 055 680 to Infrastructure Services.
X. An upward adjustment of R36 104 942 to Solid Waste & Environmental

Management.

A downward adjustment of R559 154 to Public Safety & Emergency Services.

xi. A downward adjustment of R15 633 797 to Sport, Recreation & Community

Development.

5.6.1

2023/2024 Budget Adjustment on Qperating Projects

The following (Table 14 & 15), tabulates the operating projects expenditure

budget for the 2023/2024 financial year per directorate and the funding

sources respectively. These tables reflect the proposed adjustments to

address unauthorised expenditure. It is proposed that unspent own funding

amounting to R12 228 976 be reallocated to operating budget to address

over-expenditure that has been incurred in the 2023/2024 financial year.

(Refer to Annexure 1 for details)

Table 14: 2023/2024 Adjusted Operating Projects per Directorate

DIRECTORATE

202312024
APPROVED

. OPEX

BUDGET

2023/2024
ADJUSTMENT

FIRST

OPEX .ADJ

BUDGET

2023/2024 MID-

YEAR
USTMENTS

BUDGET

2023/2024
THIRD.
ADJUSTMENTS

BUDGET -

| 2023/2024 -
FOURTH

ADJUSTMENTS
BUDGET .

ADJUSTMENTS © Ap ySTMENTS .

0

202312024
FIFTH

" BUDGET

397 238 176

EXECUTIVE SUPPORT SERVICES 52 954 160 52 067 844 26 328 412 26 329 412 25 082 600 25 082 600
CITY MANAGER'S OFFICE 37 784 800 37 784 800 . 35 675 040 36 015 040 38 876 150 -8 527 519 30 288 631
CORPORATE SERVICES 22 950 00O 22 950 000 16 420 000 15 420 000 17 004 760 1262611 15 742 149
SPATIAL PLANNING & DEVELOPMENT | 9 954 000 8 934 000 11 754 000 11 754 000 9 126 437 0 9 126 437
iggﬁg’g'g DEVELOPMENT & 28 798 286 28 379 286 26 040 606 32 532 731 34 606 486 93748 34 512 737
FINANGE SERVICES 23 790 036 23 790 936 27 500 936 27 500 936 31349 112 2374 008 28 975 016
PUBLIC SAFETY & EMEBGENGY

i 2320 000 2 320 000 1320 00D 1320 000 408 505 0 406 505
HUMAN SETTLEMENTS 136 036 650 139 484 114 124 920 078 124 920 979 124 089 720 a 124 089 729
INFRASTRUCTURE SERVICES 58 901 600 56 901 600 50 093 600 53 901 600 31 783 481 0 31 783 481
SPORTS, REGREATION &

COVMUNITY PEVEL OPIENT 676 000 1500 000 1970 000 1870600 1933 667 28 990 1962 666
SOLID WASTE & ENVIRONMENTAL

VPOt 271714 | 24247714 33 226 208 33 226 208 35 441 712 0 35441712 |
TOTAL OPERATING PROJECTS 400 300 294 356240780 | 364 980 906 349640639 12228976 337 411 663




Table 15: 2023/2024 Adjusted Operating Projects per Funding Source

202312024 .

TOTAL GRANTS

TOTAL OPERATING PROJECTS
_BUDGET, I

397 238 176

246 461 818

400 300 294 |

356 240 781

364 980 906

349 640 B30

" A2 228 976

: 2023/2024 phat2s - | 202312024 502312024 202312024 202312024
. : APPROVED 5! i MID-YEAR THIRD FOURTH . FIFTH
FUNDING SOURCE QPEX ADJgﬁE;"(ENT | ADJUSTMENTS ADJUSTMENTS ADJUSTMENTg ADJUSTMENTS 0 b iSTMENTS
' BUDGET BUDGET BUDGET BUDGET BUDGET
. _ . _ BUDGET | :
OWN FUNDING 163 838 476 153 838 478 127 641 605 127 641 605 127 641 606 12 228 976 115 412 828
TOTAL OWN FUNDING 153838476 153838476 ' 127641606 127 641 605 127 641 605 -12 228 976 115412 628
giﬁm SETTLEMENT DEVELOPMENT | 45 141 020 45 441 020 45 441 020 45 441 020 20 501 813 0 29 591 813
FiNANCE MANAGEMENT GRANT 1000 00C 1 000 000 1000 000 1000 000 1000 000 0 1000 000
INFORMAL SETTLEMENTS
B AR AU GRANT 27 407 680 27 407 680 23 207 680 23207 680 23712 236 0 23712 236
INFRASTRUCTURE SKILLS
DEVEL DPMENT AT 10 850 000 10 860 000 10 620 000 10 620 000 10 624 384 0 10 624 304
PROGRAMME AND PROJEGT
PREPARATION SUPPORT GRANT 18 908 000 18 208 000 10 000 000 12 908 000 12 908 000 o 12 608 000
(PPPSG)
EXPANDED PUBLIC WORKS
EA N 6 083 0O 6 093 000 5 753 000 6 093 000 6093 000 o 6093 000
HUMAN SETTLEMENTS
VL o aEt S 142 700 000 94 200 000 80 836 864 80 836 864 80 836 864 0 80 536 864
FUMAN SETTLEMENTS
DEVEL OPYENT GRANT (€/0) 0 24 047 434 24 947 434 24 947 434 24 947 434 0 24 947 434
NEIGHBOURHOOD DEVET OPMENT .
B HPOURHOOD oF 21006 600 20 681 000 25 750 494 20 581 000 20 581 000 0 20 581 000
NEIGHBOURHOGD DEVELOPMENT
AR AT DV 0 C 0 5178 494 5173 484 0 6178 494
SETA 0 0 0 6492 125 £ 402 125 0 6492 125
SALAIDA C/0 0 33 664 33 604 33 684 33 684 0 33 604
227599176 - 237339 301 221 999'034 o 221 999 034

337 411663




5.7

CAPITAL EXPENDITURE FRAMEWORK

There have been no adjustments made in the 2023/2024 capital budget. The

tables (table 16 and 17) below indicates that no adjustments have been made to

the capital expenditure budget for the 2023/24 financial year. (Refer to annexure
2 for details)

Table 16: 2023/2024 Adjusted Capital Expenditure Budget per Directorate

| CAPITAL BUDGET PER
i DIRECTORATE

202312024

APPROVED
BUDGET

202312024
FIRST
ARJUSTNENT
BUDGET

202312024 MID

YEAR

2023/2024
THIRD

ADJUSTMENTS | ADJUSTMENTS

BUDGET

BUDGET

2023/2024
FOURTH

ADJUSTMENTS

BUDGET

ADJUSTMENTS

202312024
FIFTH
ADJUSTMENTS
BUDGET

EEES%E‘S’E SUPPORT 500 000 500 000 500 000 500 000 227 604 0 227 604
CITY MANAGER'S OFFICE 500 000 £00 000 500 000 9600 000 585 322 0 588 3o
CORPORATE SERVICES 70 639 875 72 218 189 70 218 189 10 218 180 7175 847 0 7775847
SPATIAL PLANNING & X )
DL Gy 136 616 510 | 137 459 760 114 818 785 102 818 785 95 182 936 0 95 182 036
Eggﬁg“é? DEVELOPMENT & 59 100 000 84 123 048 64 123 046 57 123 046 29734 164 0 29734164
FINANCE SERVICES 71938 110 o1 627 187 132 227 700 142 927 709 04 169 765 0 704 169 765
PUBLIC SAFETY &
PR SATETY & s 32 187 900 54762 315 42 724 561 44 924 561 41874630 0 41874630
HUMAN SETTLEMENTS 278 200000 | 278 200 000 282 400 000 561 766 000 540 022 184 i 340 022 184
INFRASTRUCTURE SERVICES 520 460 683 | 520 460 683 510 460 683 558 892 281 590 011 408 G 590 011 408
SPORTS, RECREATION &
B R T O BT 60 650 £00 66 167 224 65 161 224 65 361 224 59 013 664 0 56 013 664
SOLID WASTE &
ENVIRONMENTAL 42 000 000 54 375 952 47 454156 55 454 156 57 225 694 0 57 225604
MANAGEMENT _ _

| TOTAL CAPITAL BUBGET: 1212893078 1260488353 1279688353 | 1300885951 1325226218 0 1325226218
BCMDA. 433298 14531 803 14 206 810 14 206 810 14 206 810 5 14206 810

‘"TOTAL CAPITAL:

1219326304

1 295 320 246

1293 895 163

1324 092 761

1339 433 028

1339 433028

| CONSOLIDATED

Table 17: 2023/2024 Adjusted Capital Expenditure Budget Per Funding

0 024
APPRO )
BULD

ARG

854 004

URBAN SETTLEMENT
DEVELOPMENT GRANT

472 592 980

472 592 980

472 592 980

572 592 980

586 442 187

588 442187

INFORMAL
SETTLEMENTS
UPGRADING
PARTNERSHIP GRANT

287 148 320

267 148 320

271 348 320

253 914 320

253 408 764

253 409 764

NEIGHBOURHOCD
DEVELOPMENT
PARTNERSHIP GRANT

19 581 000

19 581 000

14 581 000

10 000 000

10 D00 000

10300000

INFRASTRUGTURE
SKILLS DEVELOPMENT
GRANT

TOTAL GRANTS

TOTAL CAPITAL
BUDGET

160 000

759 472 300

1279 326304

160 000

759 472 300

1205320-245

150 000

758 672 300

1223895 162

180 000

836 657 300

1324 092760

145 616

851 997 567

1339433 027

145616

851 997 567

1339 433.027



6.1

6.2

6.3

6.4

6.5

6.6

PART 2 ~ SUPPORTING DOCUMENTATION

ADJUSTMENT TO BUDGET ASSUMPTIONS
The budget assumptions have not been adjusted as a result this adjustment

budget dees not have an impact on tariffs.

ADJUSTMENTS TO ALLOCATIONS OR GRANTS MADE BY THE
MUNICIPALITY
There have been no adjustments to allocations or grants made by the municipality.

ADJUSTMENTS TO SERVICE DELIVERY AND BUDGET IMPLEMENTATION

PLAN
This adjustment budget is in respect of activities, projects and programmes that

were already in the IDP and SDBIP and therefore it has not been necessary to

revise these documents.

CHALLENGES

None.

STAFF IMPLICATIONS

None.

FINANCIAL IMPLICATIONS
The unauthorised expenditure adjustments to the 2023/2024 budget does not have

an impact on tariffs as these are funded from current operating revenue, grants &
subsidies and own funding reserves. The effects of the 202320/24 adjustments to
the Operating and Capital Budget are outlined below:

A. The adjusted budget of the Parent municipality (BCMM) for the 2023/2024 Fifth

Adjustment Budget as follows:



The unauthorised expenditure of the Parent Municipality of R403 496 432

incurred in the 2023/2024 Financial year.

The transfer of the savings identified from the following items to address the

unauthorised expenditure as disclosed in the 2023/2024 BCMM Annual

Financial Statements {Parent).

a) Transfer of R27 799 385 from Employee Related costs

b) Transfer of R147 173 020 from Debt impairment |

c) Transfer of R11 537 286 from Depreciation & Asset impairment

d) Transfer of R32 618 557 to Finance charges to address unauthorised
expenditure identified.

e} Transfer of R44 368 545 from Electricity Bulk Purchases

f) Transfer of R443 875 from Contracted Services

g) Transfer of R8 907 7563 from Transfers & Grants

h) Transfer of R33 878 529 to Repairs & Maintenance (In the Unauthorised
Expenditure reporting, repairs & maintenance is not classified as a
standalone item, it is included in Other expenditure and this expenditure
type does not have unauthorised expenditure in the 2023/2024 AFS).

i) Transfer of R12 228 976 from Operating Projects

i} Transfer of R8 540 744 from Other Expenditure

k) Transfer of R25 112 508 to Losses to address unauthorised expenditure
identified.

[) Transfer of R351 785 622 to lLosses on disposal of Assets to address
unauthorised expenditure identified.

m) Transfer of R25 350 731 from Other Materials

The adjusted Operating Revenue Budget of the Parent for the 2023/2024
financial year that remains unchanged as R9 287 441 892 be approved by
Council.

An increase of R157 044 901 to the adjusted Operating Expenditure Budget of
the Parent for the 2023/2024 financial year to address the identified
unauthorised expenditure.

The adjusted Capital Budget of the Parent for the 2023/2024 financial year that
remains unchanged as R1 338 624 884 be approved by Council.



B. The Consolidated adjusted budget of BCMM for the 2023/2024 Fifth

Adjustment Budget as follows:

The Consclidated unauthorised expenditure of R368 454 148 incurred in the

2023/2024 Financial year.

The transfer of the savings identified from the following items to address the

unauthorised expenditure as disclosed in the 2023/2024 Consolidated BCMM

Annual Financial Statements.

a) Transfer of R27 799 385 from Employee Related costs

b) Transfer of R147 173 020 from Debt impairment

¢) Transfer of R11 537 286 from Depreciation & Asset impairment

d) Transfer of R32 618 557 to Finance charges to address unauthorised
expenditure identified.

e) Transfer of R44 368 545 from Electricity Bulk Purchases

f) Transfer of R443 875 from Contracted Services

g) Transfer of R8 907 753 from Transfers & Grants

h)} Transfer of R33 878 529 to Repairs & Maintenance (In the Unauthorised.
Expenditure reporting, repairs & maintenance is not classified as a
standalone item, it is included in Other expenditure and this expenditure
type does not have unauthorised expenditure in the 2023/2024 AFS).

i) Transfer of R12 228 976 from Operating Projects

j) Transfer of R8 540 744 from Other Expenditure

k) Transfer of R25 112 508 to Losses to address unauthorised expenditure
identified.

I} Transfer of R351 785 622 to Losses on disposal of Assets to address
unauthorised expenditure identified.

m} Transfer of R25 350 731 from Other Materials

The adjusted Consolidated Operating Revenue Budget for the 2023/2024
financial year that remains unchanged as R9 386 331 492 be approved by

Council.




iv. An increase of R157 044 901 to the consolidated adjusted Operating
Expenditure Budget for the 2023/2024 financial year to address the identified
unauthorised expenditure.

v.  The adjusted Consolidated Capital Budget for the 2023/2024 financial year that
remains unchanged as R1 339 433 027 be approved by Council.

C. The National Treasury B Schedules that have been adjusted in line with the

above are herewith enclosed as Annexure 3 and Annexure 4.

6.7 OTHER PARTIES CONSULTED

All Directorates.




6.8

CITY MANAGER’S QUALITY CERTIFICATE

| Mxolisi Yawa, City Manager of Buffalo City Metropolitan Municipality, hereby
certify that the adjusted budget and supporting documentation have been prepared
in accordance with the Municipal Finance Management Act and the regulations
made under the Act, and that the adjustment budget and supporting documents
are consistent with the Integrated Development Plan of the municipality.

Print Name Mxglisi Yawa

Signature

Date 472/;/ /:2{5}6"




ANNEXURES:

Annexure 1: Operating Projects/Programmes — 2023/2024

Annexure 2: Capital Projects/Programmes — 2023/2024

Annexure 3: Parent National Treasury B Schedules — 2023/2024
Annexure 4: Consolidated National Treasury B Schedules — 2023/2024



