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EXTRACT FROM THE MINUTES OF THE VIRTUAL MEETING OF THE NEWCASTLE

MUNICIPAL COUNCIL, HELD ON WEDNESDAY, 25 AUGUST 2021 AT 14:00
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(ii)
BSENT WITH APOLOGY

Councillor V V Bam - other commitment
Councillor D X Dube : other commitment
Councillor V F Hadebe : other commitment
Councillor F A Malinga : other commitment
ABSENT WITHOUT APOLOGY
Councillor X N M Dladla
Councillor N P Dukashe
Councillor B V Khumalo
Councillor M S Miangeni
Councillor T M Ndaba
Councillor s J Nhlapho
Councillor T M Nzuza
TRADITIONAL LEADERS
Nkosi B S Radebe : Present
Nkosi B D Khumalo : Present

CM61 B(v) : MUNICIPAL COST CONTAINMENT REGULATIONS (MCCR) 2020/2021
MTREF: (BTO 6/1/1 - 2020/2021)

RESOLVED

(a) That the report on the implementation of the Cost
Containment Regulations (MCCR) for the period
ending 30 June 2021, be noted;

(b) that it be noted, that Strategic Executive Directors are
responsible for the establishment and enforcement of
the cost containment measures within their
departments;

(c) that all policies and business processes that are
affected by the regulations be aligned to the
regulations accordingly;

(d) that all contracts entered into from 1 July 2019 be
revised and aligned to the regulations accordingly;

(e) that the report be submitted to both National and
Provincial Treasury.

I, the undersigned, VISHANDERAN GOVENDER, in my capacity as ACTING MUNICIPAL
MANAGER to the Newcastle Municipal Council, hereby certify the above as a true extract
from the utes of the virtual meeting held on 25 August 2021.

V. GOVENDE
ACTING MUNICIPAL MANAGE

Newcastle



1. EXECUTIVE SUMMARY

Section 62(1)(a) of the Municipal Finance Management Act No. 56 of 2003 (MFMA) stipulates that the
accounting officer of a municipality is responsible for managing the financial administration of a
municipality and must for this purpose take all reasonable steps to ensure that the resources of the
municipality are used effectively, efficiently and economically.

The Minister of Finance gazetted the Municipal Cost Containment Regulations (MCCR) which became
were effective to all municipalities on 01 July 2019. Municipalities were required to develop, align, and
implement the Cost Containment policies in line with the regulations. Newcastle Municipalities has since
complied with the above requirement and is the process of implementing the policy.

2. RECOMMENDATIONS

2.1 That the report on the implementation of the cost containment regulations for the period ending 30® of
June 2021 be noted.

2.2 That it be noted Strategic Executive Directors are responsible for the establishment and enforcement of
the cost containment measures within their departments.

2.3 That all policies and business processes that are affected by the regulations be aligned to the regulations
accordingly;

2.4 That all contracts entered into from 1 July 2019 be revised and aligned to the regulations accordingly.

2.5 That the report be submitted to both National and Provincial Treasury.

3. PURPOSE

The purpose for this report is to provide feedback on the implementation of the Municipal Cost Containment
Regulations (MCCR) and policy

4. BACKGROUND

The financial performance of the municipality is provided through the $71 and S52d reports. This report aims
to focus on the performance of the key expenditure items in line with the regulations and those considered
relevant by the municipality. Several initiatives are already in place through the Office of the Municipal
Manager and the Budget and Treasury Office to roll-out and enforce implementation of the regulations.
Through various forums, Strategic Executive Directors have already been robed in to ensure implementation
across the municipality.

5. REPORT:

The following sections provides the approach of the municipality and status towards the implementation of the
cost containment regulations and the policy.

5.1 Cost containment measures

In response to the cost containment regulations, management has put the following measures in place to ensure
containment and curtailment of unnecessary expenditure:



(a) Establishment of the Finance Committee to scrutinise all requisitions and ensure effective and efficient
cash-flow management;

(b) Use of EPWP workers to minimise overtime in various departments;

(¢) Delay filling of vacancies for positions considered not critical;

(d) Use of website and other online platforms for advertising purposes;

(e) Discourage the use of consultants for services on which the municipality has internal capacity;

(f) Use of Microsoft Teams and other online platforms to attend workshops and meeting, with a view to
reduce subsistence and travelling expenditure;

(2) Implementation of the revenue-based budgeting model to ensure that expenditure appropriated into the
budget is backed by available revenue;

(h) No work or purchase order without budget confirmation. This will ensure that expenditure is only
incurred where budget is available;

(1) Configuration of the financial system to control monthly budget and prevent over-spending;

() Engage financial institutions to restructure loans in line with the affordability level of the municipality;
(k) Honouring of the Eskom debt in line with the affordability level of the municipality;

() Adopted and in the process of implementing the budget funding plan.

(m) Ensure expenditure on internally funded capital projects is kept at bear minimum;

(n) Review business processes to ensure costs are minimised.

5.2 Key expenditure drivers

Based on the cost containment policy, the municipality has put measures to cut expenditure on the items below.
Cognisance must be taken that these measures exclude the grant funded and non-cash expenditure items
appropriated in the budget. Annexure D attached hereto provide the financial results of these items with a view
to ascertain the effectiveness of the measures in place.

(a) Use of consultants

(b) Machinery and plant hire

(c) Travelling and subsistence

(d) Overtime

(¢) Domestic accommodation

(f) Sponsorships, events and catering
(g) Communication

(h) Other related expenditure



5.3 Year to date performance of key focus areas:

As reflected in Annexure D attached hereto, the municipality seems to be managing its expenditure very well,
as all items under-spent during the fourth quarter of the financial year, except for overtime which appear to
have been overspent by R969 880 against the year-to-date budget. The total under-expenditure to date on all
the items amounts to R10 371 million, with other related expenditure representing R97 823 million.

5.4 Year-on-year performance of key cost drivers

As reflected in Annexure D attached hereto, the cost containment measures that are being implemented by the
municipality seem to be effective when comparing the year-on-year performance on similar items. When
comparing the performance of the fourth quarter in 2019/20 and similar quarter in 2020/21, the municipality
generated a total of R492 thousand less than the previous year’s comparison. It is noted that there is a need to
enforce compliance with the policy with regards to overtime over performing in the next financial year as it
reflects an over performance resulting in the municipality not having a saving in the fourth quarter of the
2020/21 financial year.
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