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7. NEW MATTERS SUBMITTED BY THE ACTING MUNICIPAL MANAGER 
 
7.1 
 
 
 
 
 
 
REPORT FROM THE ACTING MUNICIPAL MANAGER 
 
PURPOSE OF THE REPORT 
 
To request Council to approve the re-alignment and reallocation of budgets through a virement 
process, which forms part of the 2025/2026 year-end processes, in order to limit or eliminate 
Unauthorised Expenditure. 
 
BACKGROUND 
 
Section 15 of the Municipal Finance Management Act (Act 56 of 2003) [MFMA] stipulates that:- 
 

“A municipality may, except where otherwise provided in this Act, incur expenditure 
only—  

 
(a) in terms of an approved budget; and  
(b) within the limits of the amounts appropriated for the different votes in an 

approved budget.” 
 
Section 69(1) of the MFMA stipulates that:- 

 
“(1) The accounting officer of a municipality is responsible for implementing the 

municipality’s approved budget, including taking all reasonable steps to ensure—  
 

(a) that the spending of funds is in accordance with the budget and is reduced as 
necessary when revenue is anticipated to be less than projected in the budget or 
in the service delivery and budget implementation plan; and  

(b) that revenue and expenditure are properly monitored.” 
 
Section 5(f) of the 2025/2026 Council-approved Policy states:- 
 
 “Virements in excess of R1 million must be tabled to Council for approval.” 
 
MOTIVATION 
 
A virement is an authorised process to effect budgetary amendments and is the only 
mechanism to re-align or reallocate budgets between various votes. The Virement process, 
which permits the Municipality to judiciously transfer budgets between votes, ensures that 
Unauthorised Expenditure disclosed in the Annual Financial Statements is reduced to the 
fullest extent. 
 
The virements further allow the Municipality to correctly align actual expenditure with budgeted 
expenditure in order to ensure that the matching principle is applied. 
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The table below depicts a summary of the virements to be considered for approval by Council, 
with applicable explanations provided. A detailed line-by-line breakdown of this virement 
summary is attached hereto as Annexure A.
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2025/2026 YEAR-END VIREMENT SUMMARY 
 

 
 
 
 

Row Labels Code Description
 Sum of Adjusted 
Budget 

 Sum of Virement 
IN 

 Sum of Virement 
OUT 

 Sum of Final 
Budget  Difference  Comments 

3100 Expenditure / Employee related costs 379 152 843             14 651 230                13 810 669-                379 993 404             840 561                       

Over expenditure on various allowances such as Acting; Overtime and 
appointment of casuals. Overspending covered within salary savings of unfilled 
vacant posts budgeted for.
The R840,561 is re-alignment of the FMF as well as the Chemical Industry Seta 
CHIETA Grant that is between Employee Related Costs; Contracted Services 
and Operational costs.

3200 Expenditure / Remuneration of councillors 10 925 784                109 793                       109 793-                       10 925 784                -                                  

Re-alingment of Councillors remuneration to cover items such as pension and 
medical aid not structured during budget process for various Councillors 
package.

3300 Expenditure / Bulk purchases - electricity 366 229 524             -                                  -                                  366 229 524             -                                  

3400 Expenditure / Inventory consumed 50 545 711                1 619 363                   1 619 363-                   50 545 711                -                                  

Overspending on Fuel and Oil of Municipal as well as Hired vehicles within 
various departments. Nedbank batch of fuel costs 
Savings from water chemicals, other fuel and oil votes  as well as Protective 
clothing realised by year-end to cover over expenditure within Inventory 
consumed.

3500 Expenditure / Debt impairment 121 243 707             31 269 962                31 269 962-                121 243 707             -                                  
Re-alinment of Debt impairment to align with audited outcomes to avoid 
unauthorised expedniture on Vote level experienced during year-end.

3600 Expenditure / Depreciation and amortisation 237 443 613             -                                  -                                  237 443 613             -                                  
3700 Expenditure / Interest 28 230 699                2 151 314                   2 151 314-                   28 230 699                -                                  Re-alignment of Interest within Finance Cost portfolio
3800 Expenditure / Contracted services 176 468 312             45 994                          -                                  176 514 306             45 994                          FMG Grant re-alignment

3900 Expenditure / Transfers and subsidies 14 907 193                -                                  836 357-                       14 070 836                836 357-                       

Chemical Industry Seta CHIETA Grant initially allocated under Transfers and 
Subsidies nature of expenditure being Salaries stipends paid on internship 
program.

4000 Expenditure / Irrecoverable debts written off 8 548 498                   -                                  -                                  8 548 498                   -                                  
4100 Expenditure / Operational costs 104 994 152             -                                  50 198-                          104 943 954             50 198-                          FMG Grant re-alignment
4300 Expenditure / Other Losses -                                  -                                  -                                  -                                  -                                  

Grand Total 1 498 690 036         49 847 656                49 847 656-                1 498 690 036         -                                  
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Additional Explanations are as follows:- 
 
Employee Related Costs  
 

• Over-expenditure and correction of Acting, Overtime and Standby allowances. 

• The Municipality is currently functioning with an estimated 58% of the 2021 approved 
organisational structure staff compliment, which indicates a high volume in vacancy 
rates, for which critical functions are being performed by current staff. 

• Senior management approved Acting and Additional Allowances for qualifying staff to 
perform the functions applicable to vacant posts. Savings realised from the budgeted 
vacant posts must be utilised to fund these Allowances, hence the year-end virement. 

• This year-end virement is the only remedy to re-align these expenditure types as 
Management did not submit the applicable virements as and when these Allowances 
were effected. 

 
Councillor’s Remuneration  
 

• Over-expenditure in Medical Aid and Pension Fund as a result of the restructuring of 
salary packages of certain Councillors. This necessitates a year-end virement as no In-
Year virements were submitted for processing. 

 
Inventory Consumed  
 

• Over-expenditure as a result of increased Fuel and Oil spending, as well as the cost of 
Hired Vehicles necessitates a virement to limit the variance between the budget and 
actual. 
 

Debt Impairment  
 

• The Budget provision must be realistically aligned to the prior year’s actual figure. 

• Varying year-on-year collection trends proves to be a challenge to correctly estimate the 
Debt Impairment Budget provision. 

• During the budget process, an estimated percentage of the uncollected portion was 
calculated for Debt Impairment however, year-end processes require various other 
factors to be considered when calculating the final Debt Impairment for disclosure in the 
AFS. 

• As a result of the above, year-end virements are required to either increase or decrease 
the Debt Impairment Budget provision. 

 
Interest  
 

• Correction of misaligned budgets across various mSCOA codes. 
 

Contracted Services; Transfers and Subsidies; and Operational Costs  
 

• Re-alignment of the FMG Grant with the approved Support Plan projects necessitates a 
virement. 
 

The financial system is configured to “block” votes to avoid over-expenditure however, as a 
result of various transacting systems in effect, several of these votes cannot be blocked. 
 
FINANCIAL IMPLICATIONS  
 
As per Annexure A, the total 2025/2026 year-end virements equate to R49 847 656. 
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RELEVANT LEGISLATION 
 
Local Government: Municipal Finance Management Act (No 56 of 2003); and 
Knysna Municipality 2025/2026 Virement Policy  
 

RECOMMENDATIONS OF THE ACTING MUNICIPAL MANAGER 
 
[a] That Council approves the virements of R49 847 656 in accordance with the Council- 

approved 2025/2026 Virement Policy; 
 

[b] That Council notes that as a result of the preliminary 2025/2026 Annual Financial 
Statements not incorporating all year-end transactions, there may possibly be another 
Virement Item submitted to Council for consideration of approval. 

 
 
APPENDIX / ADDENDUM 
 
Annexure A: Detailed Virement Report 
 
 

 
 
 
 

File Number:                9/1/2/10 

Execution: Acting Director: Financial Services 
Manager: Budget and Reporting 
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8.  Adjournment 
 
 

-oOo- 
 


