VIREMENTS POLICY – GA-SEGONYANA LOCAL MUNICIPALITY 
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1.  Foreword 

The Municipal Finance Management Act No. 56 of 2003 allows the shifting of funds from one vote number to another, when the need exists to do so. The process of preparing such transfer of funds must not impede service delivery to the communities but rather enhance service delivery. 

 Virements  Policy  suggests  formal  procedures  to  be  followed  when Departments are preparing virements, some of which must be processed through an item to the Portfolio Committee or Executive Committee or Council, depending to the amount involved. This policy should therefore be seen by all as an instrument that brings flexibility to enhance service delivery . Any proposed changes to budget structures should therefore further strengthen the municipality’s muscles to deliver services to the people of the municipal area of jurisdiction. 

 Policy  is  also  informed  by  Circular 51  from  National  Treasury  which  suggests  that municipalities must develop and approve Virement Policies. 

2.  Background 

The budget of the municipality is divided into five main votes led by the Municipal Manager and relevant Departments.  The  budget  structure  allows  for  a  further  division  into  Sections  which are managed by responsible managers or Heads of Departments. All these managers operate with delegated functions from the accounting officer as prescribed in the Municipal Finance Management Act. 

During their operations, managers are face with various challenges which sometimes require budget adjustment. Adjustment of the budget may be necessary at differing levels e.g. from item to item or from one area of economic classification to another. 

This policy seeks to build a regulatory framework and guidance around adjustment of the department’s budgets. The policy will thus guide the Department’s internal processes leading to adjustment estimates. The policy will regulate the following:


i.  The shifting of funds between programmes and sub-programmes within the vote; ii.  The utilizations of savings under a main division of a vote for the defrayment of excess 


expenditure under another main division of the same vote; 

iii.  The shifting of funds between budget items of the same programme or area of 


responsibility. 

3.  Objectives of the policy 

This policy seeks to build a regulatory framework and guidance around adjustment of the municipality’s budgets (Operating or Capital Budget). The policy will thus guide the 
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municipality’s internal processes leading to adjustment of the municipality’s budget. It is also intended to give effect to provisions of Circular 51 from National Treasury and also comply with the Municipal Finance Management Act No. 56 of 2003. 

4. Guiding Principles 

  The  policy  is  not  meant  to  encourage  Directorates  to  invest  less  in  planning, 


procurement and financial matters. 

  Directorates must always ensure that their budgets are structured in a manner that 


achieves the most appropriate alignment with the Integrated Development Plan (IDP) and procurement plans so as to avoid unnecessary adjustment of the budget. 

  The policy is an enabling instrument for Directorates to accommodate policy priorities 


that may emerge during a financial year. 

  It  is  designed  to  enable  Directorates  to  utilize  efficiency  savings  derived  in  the 


implementation of some project to defray excess expenditure elsewhere within the Directorates. 

  The policy is not meant to encourage Directorates to continuously change plans but 


rather encourages efficient utilization of scarce financial resources. 

5. Scope of applicability 

The policy will apply in all Directorates within the Ga-Segonyana Local Municipality and all Directors and relevant Heads of Departments are responsible to ensure that it is implemented accordingly. It will apply in all programmes, sub-programmes and responsibility areas of the Directorates. All Directorates and staff categories of the Department shall be equally affected by the policy. 

6. Legality /legislative Framework 

  Municipal Finance Management Act (MFMA), 2003 (Act No. 56 of 2003)   MFMA Circular 51 of 2010 

7. Principles of Virement Procedures 

7.1. Virements from the Revenue Side of the Budget 

The virementing of funds through increasing the revenue side of the operating budget is totally discouraged. Amending revenue side of the budget can only apply when the municipality has received some additional funding from another source which has been paid into the municipality’s bank account and the budget must be amended prior to spending. 

7.2. Virements from Capital to Operating Budget or vice-versa 

The virementing of funds from Capital to Operating Budget or vice-versa is totally discouraged  as  the  two  budgets  serve  different  purposes.  The  purpose  of  a 
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Virement must not be seen as to increase the budget, but rather to shift funds from one vote to another, and the bottom line (or the total budget) being the same. Permitting virementing of funds from Capital Budget to Operating Budget or vice-versa will defeat the main purpose of budget virement. 

7.3. Virements to or from Personnel Expenses 

Personnel expenses should be regarded as one component of “fixed costs” and allowing virementing to  or from personnel  expenses’ line  items should be an indication  of  planning  that  is  not  acceptable  and  must  be  discouraged.  If circumstances enforces that virements to or from personnel expenses line items be processed, such  motivation  must be  forwarded  to the Municipal Manager  for authorisation up to agreed upon limits. 

7.4. Other discouraged virementing to or from line items 

This Policy also discourages virementing of funds to or from the following line items: 

  Bulk purchases of Electricity or Water;   Debt impairment; 

  Interest Charges;   Depreciation;   Revenue foregone;   Insurance; and 

  Value Added Tax (VAT). 

7.5. No Increase of Budget through Virementing 

As clearly spelt before, the purpose of virementing should not be to increase the budget  (be  capital  or  operating)  as  it  should  be  viewed  as  the  procedure  of transferring available or unspent funds from one line item or vote or project to another. 

7.6. Virements of “Conditional Grants” for Other Purposes 

Conditional Grants from National and or Provincial Government Departments are allocated to the municipality in terms of the annual Division of Revenue Act (Dora) and in they come to the municipality in terms of clearly defined conditions. The municipality is therefore discouraged to process virements affecting  “conditional grants”, and if there’s any need to do so “prior written approval must be obtained from the donor or government department”. 

7.7. Limits of Funds to be processed through virements 

The processing of virements will be processed through completing a Virement Form (please see attached) which can be authorised by the Municipal Manager, Chief Financial Officer and the relevant Director up to a limit of R100 000. Anything greater than the R100 000 must be processed through an item that must be tabled to the 
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Portfolio Committee (preferable Budget, Treasury and IDP Committee or Mayoral Committee). 

At all times budget virements must be limited to 5% per annum of the total budget of the vote affected (e.g. if the total budget for Finance Vote is R20 000 000, the total virement that can be processed for Finance will be limited to R20 000 000 x 5% = R1 000 000). Any deviations from this rule must be motivated to the full Council. 

7.8. Other Virement procedures 

All completed and signed Virement Forms must be forwarded to the Chief Financial Officer for processing or amending budget line items accordingly. This also applies on resolutions approved by Council committees. This will ensure that the Chief Financial Officer is capable of keeping the records of all virements performed during the year, and also be able to track down virements processed by each vote in order to manage the requirement indicated in paragraph 7.7. above. 

8.  Management of the Policy 

The management of the Virement Policy is delegated to the Chief Financial Officer who will ensure that the policy is implemented as intended, and virement forms or resolutions are safely kept. 

9.  Review of the Policy 

This Policy will be reviewed as and when it is required that the policy be reviewed or whenever there is policy amendment coming from National Treasury through regulations, guidelines or circulars. 
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