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Ref: BCMDA-SUB-088-24
Enquires: A Gqoboka
Tel: 043 492 2088

REPORT TO THE CITY MANAGER THE 2nd 2023/24 ADJUSTMENTS BUDGET

PURPOSE

The purpose of the report is to present to the City the 2023/24 2nd Adjustments Budget for

consideration and approval.

1. BACKGROUND

1.1 The Agency had a 1% approved Adjustments Budget of R99.6 million, which included a
BCMM operational grant of R53.1 million (operational) and a capital grant of R13.3
million to commence with the construction at Esplanade Road and conclude Court
Crescent and Water-world construction projects.

1.2 Included in the budget is also Neighbourhood Development Partnership Grant
Programmes of R14.3 million in relation to public employment and R 16.1 for the Duncan
Village Buy-Back Centre.

1.3 There are project management fees of R1 million for implementing capital recreational
projects on behalf of the City.

1.4 There is also a LGSETA mandatory grant for training initiatives implemented by the
Agency and other income in relation to interest, rentals for hawker stalls and tender

document fees.
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2. DISCUSSION
2.1 In terms of Section 87(6) of the MFMA, the Board may with the approval of the Mayor,
revise the budget of the municipal entity to adjust the revenue and expenditure estimates
downwards when there is material under-collection of revenue or authorise expenditure
of any additional allocations to the municipal entity from its parent municipality.
2.2 The Board approved the 1%t adjustments budget and submitted it to the City for tabling
before Council by the end of February as required.
2.3 The City then wrote to the Agency explaining its decline in the revenue collection leading
to a budget cut of R10 million which got opposed by the Agency and brought about
continuous engagements until a conclusion was arrived at of only reducing the
operational grant with R2.5million.
2.4 The Agency further sourced funding amounting to R5 million from the Eastern Cape
Development Corporation (ECDC) for Infrastructure Development of Film studios.
2.5 The table below reflects the financial performance of the agency including the proposed
adjustments in relation to both income and expenditure.
Sources Approved | Adjustments | 1%t Adjustments | 2" Adjusted
Budget Adjusted Budget
2023/2024 Budget 2023/2024
2023/2024
BCMM Operational | 53 182 078 o -| 53182078 (2 500 000) 50 682 078
Grant |
BCMM Operational | 5 000 000 -| 5000000 (5000 000) -
Grant- Recreational
Projects - Esplanade
| BCMM Operational .| 8398667 | 8398667 5000000 | 13 398 667
Grant- Recreational .
Projects-Water-world |
and Court Crescent |
Neighbourhood - 16143125 | 16143125 - 16 143 125
Development
Programme Grant
Public Employment 9404 139 4900 000 | 14 304 139 | 2 662 698 16 966 837
Programme
LG Seta Grant 56 304 o 56 304 9324 46 980 |

2
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| Sources Approved | Adjustments | 1% Adjustments | 2" Adjusted |
' Budget Adjusted Budget
2023/2024 Budget 2023/2024
2023/2024
Project Management 400 000 671 893 1071893 - 1071 893
Fees |
Interest Received 1027 113 499 079 1526 192 159 816 1 686 008
Service fees ] - 15047 15 047 88 598 103 645
Other Income - 300 300 - 300
'ECDC  Infrastructure - - - 5000 000 |' 5000 OWI
Development
 Total Revenue 69069 635 | 30628112 | 99697746 | 5401788 | 105 099 534

2.6 Revenue by Source

2.6.1

26.2

263

2.6.4

26.5

26.6

26.7

The Agency has received an operating grant of R50.6 million from the

parent municipality and further earned interest of R1.6 million arising from
investment made and maintaining a positive primary bank balance. The said
interest would have increased if allocations for capital projects would have been
received at the beginning of financial year.

The project management fees are based on 8% of capital projects budget.
Neighbourhood Development Programme Grant of R16.1 million is for the
implementation of the Duncan Village Buy-back centre and Integrated Waste
Management.

Neighbourhood Development Programme Grant with regards to PEP of R14.3
million is for the implementation of the Integrated Waste Management, Greening
and Beautification Programme which has been adjusted to R 16.9 million.
ECDC Infrastructure Development funding for Film studios amounting to R5
million.

Services fees has been adjusted due to anticipated revenue from the letting of
hawker stalls at Court Crescent.

Other income remained unchanged.
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69 069 635 ‘

2.7 Expenditure by Type

2.7.1

items have been adjusted downwards.

272

| 99 697 743

Sources Approved | Adjustments | 15 Adjustments | 2nd Adjusted
Budget Adjusted Budget
2023/24 Budget 2023/2024
2023/2024

General Expenditure 17 511 774 5477 233 | 22989 007 (2 419 076) 20 569 931
Employee Related | 32698 124 | (3590 917) | 29 107 207 ' - 29 107 207
Costs

"BCMM Operational | 5 000 000 - | 5000000 (5 000 000) -
Grant- Recreational
Projects - Esplanade
BCMM Operational - 8398667 | 8398667 5000000 | 13398 667
Grant- Recreational
Projects-Water-world
and Court Crescent

‘Neighbourhood | -] 16143125 | 16143125 - 16 143125 |
Development
Programme
Public ~ Employment | 9404139 4900 000 | 14 304 139 2 662 698 16 966 837 |
Programme
Board Fees 2 470 269 (400 000) | 2070 269 (78 068) 1992 201 |
Depreciation 874 957 - 874 957 211 351 1 086 308
Finance Charges 2228 i 2228 24 885 27 113
ECDC  Infrastructure -1 - - 5 000 000 5 000 000 |
Development

| Total ‘Operational | 67 961491 | 30928 108 | 98 839 599 5401788 | 104 291 389 |
Expenditure
Capital Expenditure 1108 144 (300 000) 808 144 - 808 144 |
Total Expenditure 30 628 108 5401 788 . 105 099 533

anticipated Board sittings until year-end.

Due to the adjustment of the BCMM operational grant general expenditure line

The budget for the remuneration of Directors was adjusted downwards due to
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2.7.3 There is an upward adjustment on the ECDC project as the funding was excluded
from the previously approved Adjustments Budget.
2.7.4 Some of the items included under general expenditure are outlined in Annexure

A, that reflects the adjustments made.
3. LEGAL IMPLICATIONS

4.1 In terms of MFMA section 87 (6), the Board is allowed through the approval of the Mayor
to revise the approved annual budget but only for the following reasons:

a) To adjust the revenue downwards if there is material under-collection of revenue
during the current year;

b) To authorise expenditure of any additional allocations to the municipal entity from
its parent municipality;

c) To authorise within a prescribed any unforeseeable and unavoidable expenditure
approved by the mayor of the parent municipality;

d)  To authorise any other expenditure within a prescribed framework.

FINANCIAL IMPLICATIONS
5.1 An overall upward adjustment of R 5.4 million giving effect to the total adjustment budget
of R 105.1 million.

RECOMMENDATION
5.1 Itis recommended that the Mayor considers and approves the 2nd Adjustments Budget

for the f){3l2024 financial year.

AL

v
MR A GQDBOKA
CHIEF EXECUTIVE OFFICER
DATE: 22 AUGUST 2024

ATTACHMENTS: ANNEXURE A - DETAIL OF OTHER GENERAL EXPENDITURE
ANNEXURE B — BUDGET AND ACTUAL
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