4 January 2011 [y

GREATER TZANEEN MUNICIPALITY
FINANCE DEPARTMENT
ADJUSTMENT BUDGET POLICY

1. INTRODUCTION

The purpose of this Policy is to establish a policy framework in terms of the
Municipal Finance Management Act 2003 (Act 56 of 2003) to guide
amendments to the approved operational and capital budget in accordance
with the relevant legislative “Municipal Adjustments Budgets” provisions.

- 2. OBJECTIVES
21 To manage any adjustment to the approved operational and capital
budgets in such a manner that it will enhance the quality of life of the
citizens,; and
2.2 To ensure that all adjustments to the approved budget be done in
accordance with legisiation; and
2.3 To manage the financial affairs of the municipality in such a manner
that sufficient cash resources are available to finance the adjustments
to the approved budget of the Municipality.
{ 3. LEGISLATION

The following are the relevant provisions pertaining to "Municipal Adjustments
Budgets” in terms of the MFMA.

MUNICIPAL ADJUSTMENTS BUDGETS

%28, (1) A municipality may revise an approved annual budget through an adjustment
bhudyget. '

(2) An adjustments budget:-

(a) must adjust the revenue and expendiiure estimates downwards if there
is material under-collection of revenue during the current year;

(1)) may appropriate additional revenues that have become available, over
and above those anticipated in the ennual budget, but only to revise or
accelerate spending programmes already budgeted for;
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{d) must be appropriated in an adjustments budget.

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

Further, section 69(2) and 72 of the MFMA deals specifically with the
responsibility of the accounting officer to prepare and'adjustments budget and
submit it to the Mayor for consideration and tabling, as well as the assessment
of the performance of the municipality by the 25" January of each year, and
subsequently make recommendations as to whether an adjustments budget is
necessary (mid-term budget review).

. SCOPE OF THE POLICY
The policy deals with:

41  Legislation regarding adjustment budgets
4.2  Responsibility / Accountability

43 Management of cash resources

4.4  General accounting practices

. POLICY FRAMEWORK

In terms of the above quoted sections of the MFMA and legislative
prescriptions, it becomes clear that any amendment outside of the delegated
authority to management in terms of the approved budget will be considered
to be an adjustment to the budget, and hence certain requirements and
obligations have to be adhered to by the Municipality. Furthermore, a mid-
term budget and performance review is essential and that in terms of the
outcomes of that review, an adjustments budget might have to be undertaken
by the Accounting Cfficer.

In terms of the MFMA it is also clear that a number of prescribed frameworks
have to be developed, and it therefore needs to be noted that the
development of these frameworks can impact on the proposed Adjustment
Budget Policy frarmework in the future.

The policy framework is not applicable to situations referred to in Section 31
of the MFMA. Section 31 applies to capital projects approved with multi-year
allocations. The MFMA specifies the procedure to be followed, which
includes notification to the Provincial Treasury and the Auditor-General.

In terms of the relevant sections of the MFMA, the following will result in the
drafting, submission and approval of an Adjustment Budget:

» Under collection of revenue and adjustrment of expenditure.

» Appropriation of additional revenues.
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