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Approval of Policy

Please note that the implementation of the policy contained in this document is subject to
approval and signing off by all relevant Heads and/or Committees, including but not
limited to:

e Municipal Manager; and

e Municipal Council.
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1. OBIJECTIVE

The objective of the policy is to provide the guidelines to be followed, to effect
virements of approved budgeted expenditure during the course of a financial year.

2.  PRINCIPLES

Changing circumstances during a financial year can require amendments to the
original budget approved by Council to authorise expenditure, known as Virement.
Amendments to line items within a function can be approved by accounting officer,
but changes to across functions require approval by Council.

3.  GUIDELINES
3.1 Virement of line items within a function can be approved as follows:

3.1.1. Strategic managers to recommend Virement to line items within a function
under their responsibilities.

3.1.2. The Chief Financial Officer to recommend Virement of line items within all
departments, within any function/vote.

3.1.3. The Municipal Manager to approve all Virements in respect of line items
within all votes and departments

3.2 Virement of any budgeted expenditure between functions/votes can only be
approved by the Mayor, upon consideration of a report from the Municipal
Manager to support the necessity thereof, which also extends to the
authorisation of unforeseeable or unavoidable expenditure not provided for

in the budget.
3.3. No Virement is permitted within the first quarter of the new financial year.
3.4. Virement is not permitted in relation to the revenue side of the budget.
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3.5.

3.6.

3.7.

3.8.

3.9.

3.10.

Revenue provisions amendments are to be adopted via an adjustments
budget.

Only Virements which relate to projects approved as part of the municipal
integrated development plan, the service delivery and budget
implementation plan and the annual or adjustments budget will be
permitted.

Virements should not result in adding new projects to the capital budget.

Virements must be between projects of the same source of funding (e.g. MIG,
own revenue).

Virements from the capital budget to the operating budget is not permitted,
operational funds to the Capital budget may be done, but only via an
Adjustments budget.

No Virements to and from the following items;
» grants and subsidies to individuals,
=  bulk purchases
= debt impairment
= interest charges
= depreciation
= revenue foregone
= insurance and VAT
Virements towards personnel expenditure is not permitted, except where:

= Temporary/contracted (budget for as contracted services in terms of
mSCOA classification) staff status has changed to permanent staff; or
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» The budget savings resulted from outsourced services within the same
function in terms of a Council delegated authority.

3.11. Motivations for virements between projects should clearly state the reason
saving within the “giving “project as well as for the additional amount
required.

3.12.  Virements between functions should be permitted where the proposed shifts
in funding facilitate sound risk and financial management (e.g. the
management of central insurance funds and insurance claims from separate
votes)

3.13. The Council may authorise the utilisation of savings in one vote/ line item to
cover over expenditure in other vote/line items at the end of the financial
period.

4. GUIDE OF MSCOA
PROJECT SEGMENT

No virement is permitted to create a new project on Capital, operational or default
projects

If the there is no project change the virement should not result to moving funds to
Operational expenditure.

If the there is no project change the virement may be done only to change item
segment.

FUNCTION SEGMENT

No virement is permitted to change function segment, virement principles may be
followed where virement is within a function.

FUNDING SEGMENT
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No virement is permitted between funding sources, if the virement will not result to
funding change the virement principles may be followed.

REGIONAL SEGMENT

A virement is not permitted if there is a change in the regional segment but an
adjustments budget is required, because Council allocates the project and funding to a
specific region.

A virement may be done if it will not result in changes to the regional segment by
applying the virement principles.

ITEM SEGMENT

If changes in item expenditure are incurred in the capital or operational budget, the
virement decision should start with project segment, if virement is allowed, it will be
subject to virement principles.

COSTING SEGMENT
Changes to the costing segment should not effect the application of a virement.
5. PROCESS, ACCOUNTABILITY AND AUTHORISATION
The completed and signed Virement form to be effected only by the Budget Office.
All virements to be authorised in the Adjustment budget by Council.

Accountability to ensure that the Virement application forms are completed in
accordance with the Council’s Virement policy and not in conflict with the strategic
objectives vests with the head of the relevant department.
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KINDLY EFFECT THE FOLLOWING CHANGES ON MY BUDGET:
DEPARTMENT

CURRENT AMOUNT OF RESULTING
ITEM SEGMENT NAME (TO) BUGDETR VIREMENTR BUDGETR

CURRENT AMOUNT OF RESULTING
ITEM SEGMENT NAME (FROM) BUGDETR VIREMENTR BUDGETR

IREASONS FOR VIREMENT

REQUESTED BY MANAGER : INITIALS AND |
SURNAME 'DATE :

(SIGNITURE : | |

E‘ECONW.IENDED BY GENERAL MANAGER
INTTTALS AND SURNAME
| DATE :

SIGNITURE | |

COMMENTS - —_—— - . T T o o

VERIFIED BY BUDGET OFFICE. ; INITIALS AND | | |
| DATE :

SURNAME

POSITION | J

COMMENTS o —= - W - —__ e e T=————u—— _ =

VERIFICATION BY MANAGER BUDGET |

PLANNING —
COMMENTS
APPROVED/NOT APPROVED I Il_)ATIB = =
s R F AN AL O I
t T
[COMMENTS : [T =
APPROVED/NOT APPROVED
SIGNITURE OF ACCOUNTING OFFICER | ] |DATE :
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