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Part 2 – Supporting Documentation 

 

2.1  Overview of the annual budget process 
 
Section 53 of the MFMA requires the Mayor of the municipality to provide general political 
guidance in the budget process and the setting of priorities that must guide the preparation of 
the budget.  In addition Chapter 2 of the Municipal Budget and Reporting Regulations states 
that the Mayor of the municipality must establish a Budget Steering Committee to provide 
technical assistance to the Mayor in discharging the responsibilities set out in section 53 of the 
Act.  
 

1.1.1 Budget Process Overview 

 
In terms of section 21 of the MFMA the Mayor is required to table in Council ten months before 
the start of the new financial year (i.e. in August 2012) a time schedule that sets out the process 
to revise the IDP and prepare the budget.  
 
The Mayor tabled in Council the required IDP and budget time schedule in August 2012.  Key 
dates applicable to the process were:  
 
• August 2012 – Joint strategic planning session with Council and Management.  Aim: to 

review past performance trends of the capital and operating budgets, the economic 
realities and to set the prioritisation criteria for the compilation of the 2013/14 MTREF; 

• November 2012 – Detail departmental budget proposals (capital and operating) 
submitted to the Budget and Treasury Office for consolidation and assessment against 
the financial planning guidelines; 

• 25 January 2013 - Council considers the 2012/13 Mid-year Review  
• 20 February 2013 – Council considers Adjustments Budget 2012/2013; 
• 26 March 2013 - Tabling in Council of the draft 2013/14 IDP and 2013/14 MTREF for 

public consultation; 
• April 2013 – Public consultation; 
• 15 May 2013 - Closing date for written comments; 
• 31 May 2013 - Tabling of the 2013/14 MTREF before Council for consideration and 

approval. 
 
 

1.1.2 IDP and Service Delivery and Budget Implementation Plan 

 
The Municipality’s IDP is its principal strategic planning instrument, which directly guides and 
informs its planning, budget, management and development actions.  This framework is rolled 
out into objectives, key performance indicators and targets for implementation which directly 
inform the Service Delivery and Budget Implementation Plan.  The Process Plan applicable to 
the fourth revision cycle included the following key IDP processes and deliverables: 
 
• Registration of community needs; 
• Compilation of departmental business plans including key performance indicators and 

targets; 
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• Financial planning and budgeting process; 
• Public participation process; 
• Compilation of the SDBIP, and 
• The review of the performance management and monitoring processes. 
 
The IDP has been taken into a business and financial planning process leading up to the 
2013/14 MTREF, based on the approved 2012/13 MTREF, Mid-year Review and adjustments 
budget.  The business planning process has subsequently been refined in the light of current 
economic circumstances and the resulting revenue projections.  
 
With the compilation of the 2013/14 MTREF, each department/function had to review the 
business planning process, including the setting of priorities and targets after reviewing the mid-
year performance against the 2011/12 Departmental Service Delivery and Budget 
Implementation Plan.  Business planning links back to priority needs and master planning, and 
essentially informed the detail operating budget appropriations and three-year capital 
programme.  
 

1.1.3 Financial Modelling and Key Planning Drivers 

 
As part of the compilation of the 2013/14 MTREF, extensive financial modelling was undertaken 
to ensure affordability and long-term financial sustainability.  The following key factors and 
planning strategies have informed the compilation of the 2013/14 MTREF: 
 
• Municipality growth 
• Policy priorities and strategic objectives  
• Asset maintenance  
• Economic climate and trends (i.e inflation, Eskom increases, household debt, migration 

patterns) 
• Performance trends 
• The approved 2012/13 adjustments budget and performance against the SDBIP 
• Cash Flow Management Strategy 
• Debtor payment levels 
• Loan and investment possibilities 
• The need for tariff increases versus the ability of the community to pay for services; 
• Improved and sustainable service delivery 
 
In addition to the above, the strategic guidance given in National Treasury’s MFMA Circular 58, 
59 and 66 has been taken into consideration in the planning and prioritisation process. 
 

1.1.4 Community Consultation 

 
The draft 2013/14 MTREF will tabled before Council on the 26th of March 2013.  Thereafter, the 
draft budget was made available on the municipal website, municipal offices and libraries in 
order to invite the public to submit their comments on the proposed budget.  Community 
meetings will be held to obtain comments from the public.  
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1.2 Overview of alignment of annual budget with IDP 
 

The Constitution mandates local government with the responsibility to exercise local 
developmental and cooperative governance.  The eradication of imbalances in South African 
society can only be realized through a credible integrated developmental planning process. 
 
Municipalities in South Africa need to utilise integrated development planning as a method to 
plan future development in their areas and so find the best solutions to achieve sound long-term 
development goals.  A municipal IDP provides a five year strategic programme of action aimed 
at setting short, medium and long term strategic and budget priorities to create a development 
platform, which correlates with the term of office of the political incumbents.  The plan aligns the 
resources and the Municipality to its overall development aims and guides the municipal budget.  
An IDP is therefore a key instrument which municipalities use to provide vision, leadership and 
direction to all those that have a role to play in the development of a municipal area.  The IDP 
enables municipalities to make the best use of scarce resources and speed up service delivery. 
 
Integrated developmental planning in the South African context is amongst others, an approach 
to planning aimed at involving the municipality and the community to jointly find the best 
solutions towards sustainable development.  Furthermore, integrated development planning 
provides a strategic environment for managing and guiding all planning, development and 
decision making in the municipality. 
 
It is important that the IDP developed by municipalities correlate with National and Provincial 
intent. It must aim to co-ordinate the work of local and other spheres of government in a 
coherent plan to improve the quality of life for all the people living in that area. Applied to the 
Municipality, issues of national and provincial importance should be reflected in the IDP of the 
municipality.  A clear understanding of such intent is therefore imperative to ensure that the 
Municipality strategically complies with the key national and provincial priorities. 
 
The aim of this revision cycle was to develop and coordinate a coherent plan to improve the 
quality of life for all the people living in the area, also reflecting issues of national and provincial 
importance.  One of the key objectives is therefore to ensure that there exists alignment 
between national and provincial priorities, policies and strategies and the Municipality’s 
response to these requirements. 
 
The national and provincial priorities, policies and strategies of importance include amongst 
others: 
 
• Green Paper on National Strategic Planning of 2009; 
• Government Programme of Action; 
• Development Facilitation Act of 1995; 
• Provincial Growth and Development Strategy (GGDS); 
• National and Provincial spatial development perspectives; 
• Relevant sector plans such as transportation, legislation and policy; 
• National Key Performance Indicators (NKPIs); 
• Accelerated and Shared Growth Initiative (ASGISA); 
• National 2014 Vision;  
• National Spatial Development Perspective (NSDP) and 
• The National Priority Outcomes. 
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The Constitution requires local government to relate its management, budgeting and planning 
functions to its objectives.  This gives a clear indication of the intended purposes of municipal 
integrated development planning.  Legislation stipulates clearly that a municipality must not only 
give effect to its IDP, but must also conduct its affairs in a manner which is consistent with its 
IDP.  The following table highlights the IDP’s five strategic objectives for the 2013/14 MTREF 
and further planning refinements that have directly informed the compilation of the budget: 
 
Table 19  IDP Strategic Objectives 

2012/13 Financial Year 2013/14 MTREF 

1. The provision of quality basic services 
and infrastructure 

1. Provision of quality basic services and 
infrastructure 

2. Acceleration of higher and shared 
economic growth and development 

2. Economic growth and development that leads to 
sustainable job creation 

3.  Fighting of poverty, building clean,    
healthy, safe and sustainable 
communities 

3.1 Fight poverty and build clean, healthy, safe and 
sustainable communities 

3.2 Integrated Social Services for empowered and 
sustainable communities 

4. Fostering participatory democracy and 
adherence to Batho Pele principles 
through a caring, accessible and 
accountable service 

4. Foster participatory democracy and Batho Pele 
principles through a caring, accessible and 
accountable service 

5. Good governance, Financial viability and 
institutional governance 

5.1 Promote sound governance 

5.2 Ensure financial sustainability 

5.3 Optimal institutional transformation to ensure 
capaMunicipality to achieve set objectives 

 

In order to ensure integrated and focused service delivery between all spheres of government it 
was important for the Municipality to align its budget priorities with that of national and provincial 
government.  All spheres of government place a high priority on infrastructure development, 
economic development and job creation, efficient service delivery, poverty alleviation and 
building sound institutional arrangements. 
 
Local priorities were identified as part of the IDP review process which is directly aligned to that 
of the national and provincial priorities.  The key performance areas can be summarised as 
follows against the five strategic objectives: 
 

1. Provision of quality basic services and infrastructure which includes, amongst others: 
o Provide electricity; 
o Provide water; 
o Provide sanitation; 
o Provide waste removal; 
o Provide housing; 
o Provide roads and storm water; 
o Provide public transport; 
o Provide Municipality planning services; and 
o Maintaining the infrastructure of the Municipality. 

 
2. Economic growth and development that leads to sustainable job creation by: 

o Ensuring the is a clear structural plan for the Municipality; 
o Ensuring planning processes function in accordance with set timeframes; 
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o Facilitating the use of labour intensive approaches in the delivery of services and 
the building of infrastructure. 

 
3.1 Fight poverty and build clean, healthy, safe and sustainable communities: 

o Effective implementation of the Indigent Policy; 
o Working with the provincial department of health to provide primary health care 

services; 
o Extending waste removal services and ensuring effective Municipality cleansing; 
o Ensuring all waste water treatment works are operating optimally; 
o Working with strategic partners such as SAPS to address crime; 
o Ensuring save working environments by effective enforcement of building and 

health regulations; 
o Promote viable, sustainable communities through proper zoning; and 
o Promote environmental sustainability by protecting wetlands and key open 

spaces. 
 

3.2 Integrated Social Services for empowered and sustainable communities 
o Work with provincial departments to ensure the development of community 

infrastructure such as schools and clinics is properly co-ordinated with the 
informal settlements upgrade programme 
 

4. Foster participatory democracy and Batho Pele principles through a caring, accessible 
and accountable service by: 
o Optimising effective community participation in the ward committee system; and 
o Implementing Batho Pele in the revenue management strategy. 

 
5.1 Promote sound governance through: 

o Publishing the outcomes of all tender processes on the municipal website 
 

5.2 Ensure financial sustainability through: 
o Reviewing the use of contracted services 
o Continuing to implement the infrastructure renewal strategy and the repairs and 

maintenance plan 
 

5.3 Optimal institutional transformation to ensure that the Municipality achieves set 
objectives 
o Review of the organizational structure to optimize the use of personnel; 

 
In line with the MSA, the IDP constitutes a single, inclusive strategic plan for the Municipality.  
The five-year programme responds to the development challenges and opportunities faced by 
the Municipality by identifying the key performance areas to achieve the five the strategic 
objectives mentioned above. 
 
In addition to the five-year IDP, the Municipality undertakes an extensive planning and 
developmental strategy which primarily focuses on a longer-term horizon; 15 to 20 years.  This 
process is aimed at influencing the development path by proposing a substantial programme of 
public-led investment to restructure current patterns of settlement, activity and access to 
resources in the Municipality so as to promote greater equity and enhanced opportunity.  The 
strategy specifically targets future developmental opportunities in traditional dormitory 
settlements.  It provides direction to the Municipality’s IDP, associated sectoral plans and 
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strategies, and the allocation of resources of the Municipality and other service delivery 
partners. 
 
This development strategy introduces important policy shifts which have further been translated 
into seven strategic focus areas/objectives as outlined below: 
 
• Developing dormant areas; 
• Enforcing hard development lines – so as to direct private investment; 
• Maintaining existing urban areas; 
• Strengthening key economic clusters; 
• Building social cohesion; 
• Strong developmental initiatives in relation to the municipal institution as a whole; and 
• Sound financial fundamentals. 
 

Lessons learned with previous IDP revision and planning cycles as well as changing 
environments were taken into consideration in the compilation of the fourth revised IDP, 
including: 
 
• Strengthening the analysis and strategic planning processes of the Municipality; 
• Initiating zonal planning processes that involve the communities in the analysis and 

planning processes.  More emphasis was placed on area based interventions, within the 
overall holistic framework; 

• Ensuring better coordination through a programmatic approach and attempting to focus 
the budgeting process through planning interventions; and 

• Strengthening performance management and monitoring systems in ensuring the 
objectives and deliverables are achieved. 

 
The 2013/14 MTREF has therefore been directly informed by the IDP revision process.  
 
Table 20 MBRR Table SA4 – Reconciliation between the IDP strategic objectives and 
budgeted revenue 
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Table 21 MBRR Table SA5 – Reconciliation between the IDP strategic objectives and 
budgeted operating expenditure 
 

 
 
Table 22 MBRR Table SA6 – Reconciliation between the IDP strategic objectives and 
budgeted capital expenditure 
 

 
1.3 Measurable performance objectives and indicators 

 
Performance Management is a system intended to manage and monitor service delivery 
progress against the identified strategic objectives and priorities.  In accordance with legislative 
requirements and good business practices as informed by the National Framework for 
Managing Programme Performance Information, the Municipality has developed and 
implemented a performance management system of which is constantly refined as the 
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integrated planning process unfolds.  The Municipality targets, monitors, assesses and reviews 
organisational performance which in turn is directly linked to individual employee’s performance. 
 
At any given time within government, information from multiple years is being considered; plans 
and budgets for next year; implementation for the current year; and reporting on last year's 
performance.  Although performance information is reported publicly during the last stage, the 
performance information process begins when policies are being developed, and continues 
through each of the planning, budgeting, implementation and reporting stages.  The planning, 
budgeting and reporting cycle can be graphically illustrated as follows: 
 

 

Figure 1  Planning, budgeting and reporting cycle 
 
The performance of the Municipality relates directly to the extent to which it has achieved 
success in realising its goals and objectives, complied with legislative requirements and meeting 
stakeholder expectations.  The Municipality therefore has adopted one integrated performance 
management system which encompasses: 
 
• Planning (setting goals, objectives, targets and benchmarks); 
• Monitoring (regular monitoring and checking on the progress against plan); 
• Measurement (indicators of success);  
• Review (identifying areas requiring change and improvement);  
• Reporting (what information, to whom, from whom, how often and for what purpose); and 
• Improvement (making changes where necessary). 
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The performance information concepts used by the Municipality in its integrated performance 
management system are aligned to the Framework of Managing Programme Performance 
Information issued by the National Treasury. 
 
 
Table 23 MBRR Table SA8 – Performance indicators and benchmarks 
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1.4 Overview of budget related-policies 

 
The Municipality’s budgeting process is guided and governed by relevant legislation, 
frameworks, strategies and related policies. 
 

1.4.1 Review of credit control and debt collection procedures/policies 

 
The Debt Collection Policy as approved by Council has been reviewed.  While the adopted 
policy is credible, sustainable, manageable and informed by affordability and value for money 
there has been a need to review certain components to achieve a higher collection rate.  Some 
of the possible revisions will include the lowering of the credit periods for the down payment of 
debt.  In addition emphasis will be placed on speeding up the indigent registration process to 
ensure that credit control and debt collection efforts are not fruitlessly wasted on these debtors. 
 
The 2013/14 MTREF has been prepared on the basis of achieving an average debtors’ 
collection rate of 90 per cent on current billings.  In addition the collection of debt in excess of 90 
days has been prioritised as a pertinent strategy in increasing the Municipality’s cash levels.  
 

1.4.2 Asset Management, Infrastructure Investment and Funding Policy 

 
A proxy for asset consumption can be considered the level of depreciation each asset incurs on 
an annual basis.  Preserving the investment in existing infrastructure needs to be considered a 
significant strategy in ensuring the future sustainability of infrastructure and the Municipality’s 
revenue base.  Within the framework, the need for asset renewal was considered a priority and 
hence the capital programme was determined based on renewal of current assets versus new 
asset construction. 
 
Further, continued improvements in technology generally allows many assets to be renewed at 
a lesser ‘real’ cost than the original construction cost.  Therefore, it is considered prudent to 
allow for a slightly lesser continual level of annual renewal than the average annual 
depreciation.  The Asset Management, Infrastructure and Funding Policy is therefore 
considered a strategic guide in ensuring a sustainable approach to asset renewal, repairs and 
maintenance and is utilised as a guide to the selection and prioritisation of individual capital 
projects.  In addition the policy prescribes the accounting and administrative policies and 
procedures relating to property, plant and equipment (fixed assets). 
 
 

1.4.3 Supply Chain Management Policy 

 
The Supply Chain Management Policy was adopted by Council in May 2012.  No further 
amendments have been made to the policy.  
 

1.4.4 Budget and Virement Policy 

 
The Budget and Virement Policy aims to empower senior managers with an efficient financial 
and budgetary amendment and control system to ensure optimum service delivery within the 
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legislative framework of the MFMA and the Municipality’s system of delegations.  The Budget 
and Virement Policy was last reviewed by Council in May 2012 in respect of both Operating and 
Capital Budget Fund Transfers.  No changes have been made to this policy. 
 

1.4.5 Cash Management and Investment Policy 

 
The Municipality’s Cash Management and Investment Policy was reviewed by Council in May 
2012. The aim of the policy is to ensure that the Municipality’s surplus cash and investments are 
adequately managed, especially the funds set aside for the cash backing of certain reserves.  
The policy details the minimum cash and cash equivalents required at any point in time and 
introduces time frames to achieve certain benchmarks. 
 

1.4.6 Tariff Policies 

 
The Municipality’s tariff policies provide a broad framework within which the Council can 
determine fair, transparent and affordable charges that also promote sustainable service 
delivery.  The policies have been approved on various dates and a consolidated tariff policy is 
envisaged to be compiled for ease of administration and implementation of the next two years. 
 

 

1.5 Overview of budget assumptions 
 

1.5.1 External factors 

 
Owing to the economic slowdown, financial resources are limited due to reduced payment levels 
by consumers.  This has resulted in declining cash inflows, which has necessitated restrained 
expenditure to ensure that cash outflows remain within the affordability parameters of the 
Municipality’s finances. 
 

1.5.2 General inflation outlook and its impact on the municipal activities 

 
There are five key factors that have been taken into consideration in the compilation of the 
2013/14 MTREF: 
 
• National Government macro economic targets; 
• The general inflationary outlook and the impact on Municipality’s residents and 

businesses; 
• The impact of municipal cost drivers; 
• The increase in prices for bulk electricity and water; and 
• The increase in the cost of remuneration.  
 
 

1.5.3 Interest rates for borrowing and investment of funds  

 
The MFMA specifies that borrowing can only be utilised to fund capital or refinancing of 
borrowing in certain conditions.  The Municipality engages in a number of financing 
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arrangements to minimise its interest rate costs and risk.  However, the 2013/14 MTREF is 
based on the assumption that all borrowings are undertaken using fixed interest rates for 
amortisation-style loans requiring both regular principal and interest payments. As part of the 
compilation of the 2013/14 MTREF the potential of smoothing out the debt profile over the long 
term will be investigated. 
 

1.5.4 Collection rate for revenue services 

 
The base assumption is that tariff and rating increases will increase at a rate slightly higher than 
CPI over the long term.  It is also assumed that current economic conditions, and relatively 
controlled inflationary conditions, will continue for the forecasted term. 
 
The rate of revenue collection is currently expressed as a percentage (95 per cent) of annual 
billings.  Cash flow is assumed to be 95 per cent of billings, plus an increased collection of 
arrear debt from the revised collection and credit control policy.  The performance of arrear 
collections will however only be considered a source of additional cash in-flow once the 
performance has been carefully monitored. 
 

1.5.5 Growth or decline in tax base of the municipality 

 
Debtors revenue is assumed to increase at a rate that is influenced by the consumer debtors 
collection rate, tariff/rate pricing, real growth rate of the Municipality, household formation 
growth rate and the poor household change rate.   
 
Household formation is the key factor in measuring municipal revenue and expenditure growth, 
as servicing ‘households’ is a greater municipal service factor than servicing individuals.   
Household formation rates are assumed to convert to household dwellings.  In addition the 
change in the number of poor households influences the net revenue benefit derived from 
household formation growth, as it assumes that the same costs incurred for servicing the 
household exist, but that no consumer revenue is derived as the ‘poor household’ limits 
consumption to the level of free basic services. 
 

1.5.6 Salary increases 

 
Salary increases were budgeted at 6.95%.  
 

1.5.7 Impact of national, provincial and local policies 

 
Integration of service delivery between national, provincial and local government is critical to 
ensure focussed service delivery and in this regard various measures were implemented to 
align IDPs, provincial and national strategies around priority spatial interventions.  In this regard, 
the following national priorities form the basis of all integration initiatives: 
 
• Creating jobs; 
• Enhancing education and skill development; 
• Improving Health services; 
• Rural development and agriculture; and 
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• Fighting crime and corruption. 
 
To achieve these priorities integration mechanisms are in place to ensure integrated planning 
and execution of various development programs.  The focus will be to strengthen the link 
between policy priorities and expenditure thereby ensuring the achievement of the national, 
provincial and local objectives. 
 

1.5.8 Ability of the municipality to spend and deliver on the programmes 

 
It is estimated that a spending rate of at least 97 per cent is achieved on operating expenditure 
and 98 per cent on the capital programme for the 2013/14 MTREF of which performance has 
been factored into the cash flow budget. 
 

1.6 Overview of budget funding 
 

1.6.1 Medium-term outlook: operating revenue 

 
The following table is a breakdown of the operating revenue over the medium-term: 
 

Table 248  Breakdown of the operating revenue over the medium-term 

 
 
The following graph is a breakdown of the operational revenue per main category for the 
2013/14 financial year. 

Description

R thousand

Budget 

Year 

2013/14

Budget 

Year +1 

2014/15

Budget 

Year +2 

2015/16

Revenue By Source

Property rates 43,102 45,258 47,521

Property rates - penalties & 

collection charges 5,847 5,905 5,964

Service charges - electricity 

revenue 179,083 195,200 212,768

Service charges - refuse 

revenue 7,054 7,407 7,777

Rental of facilities and 

equipment 233 245 2,567

Interest earned - external 

investments 500 525 552
Interest earned - outstanding 

debtors 277 280 283

Dividends received

Fines 317 332 349

Licences and permits 5,132 5,389 5,658

Transfers recognised - 

operational 39,040 44,472 55,816

Other revenue 2,928 3,309 3,711

Total Revenue (excluding 

capital transfers and 

contributions) 283,514 308,321 342,966

2013/14 Medium Term Revenue and 

Expenditure Framework
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Figure 2  Breakdown of operating revenue over the 2013/14 MTREF 

 

Tariff setting plays a major role in ensuring desired levels of revenue. Getting tariffs right assists 
in the compilation of a credible and funded budget.  The Municipality derives most of its 
operational revenue from the provision of goods and services such as electricity and solid waste 
removal as well as property rates, operating and capital grants from organs of state and other 
minor charges (such as building plan fees, licenses and permits etc). 
 
The revenue strategy is a function of key components such as: 
• Growth in the Municipality and economic development; 
• Revenue management and enhancement; 
• Achievement of a 95 per cent annual collection rate for consumer revenue; 
• National Treasury guidelines; 
• Electricity tariff increases within the National Electricity Regulator of South Africa 

(NERSA) approval; 
• Achievement of full cost recovery of specific user charges; 
• Determining tariff escalation rate by establishing/calculating revenue requirements; 
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• The Property Rates Policy in terms of the Municipal Property Rates Act, 2004 (Act 6 of 
2004) (MPRA), and  

• And the ability to extend new services and obtain cost recovery levels. 
 
The above principles guide the annual increase in the tariffs charged to the consumers and the 
ratepayers aligned to the economic forecasts. 
 
The proposed tariff increases for the 2013/14 MTREF on the different revenue categories are: 
 
 

Table 25: Proposed Tariff Increases for the 2013/14 MTREF 

Description Percentage 

Electricity 9% 
Refuse 5% 
Other 5% 

 

1.6.2 Cash Flow Management 

 
Cash flow management and forecasting is a critical step in determining if the budget is funded 
over the medium-term.  The table below is consistent with international standards of good 
financial management practice and also improves understandability for councillors and 
management.  Some specific features include: 
 
• Clear separation of receipts and payments within each cash flow category; 
• Clear separation of capital and operating receipts from government, which also enables 

cash from ‘Ratepayers and other’ to be provide for as cash inflow based on actual 
performance. In other words the actual collection rate of billed revenue., and 

• Separation of borrowing and loan repayments (no set-off), to assist with MFMA 
compliance assessment regarding the use of long term borrowing (debt). 

 
Table 26 MBRR Table A7 – Budget cash flow statement 
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1.6.3 Cash Backed Reserves/Accumulated Surplus Reconciliation 

 
This following table meets the requirements of MFMA Circular 42 which deals with the funding 
of a municipal budget in accordance with sections 18 and 19 of the MFMA.  The table seeks to 
answer three key questions regarding the use and availability of cash:  
 

• What are the predicted cash and investments that are available at the end of the budget 
year? 

• How are those funds used? 
• What is the net funds available or funding shortfall? 
 
A surplus would indicate the cash-backed accumulated surplus that was/is available.  A shortfall 
(applications > cash and investments) is indicative of non-compliance with section 18 of the 
MFMA requirement that the municipality’s budget must be ‘funded’. It is also important to 
analyse trends to understand the consequences, e.g. the budget year might indicate a small 
surplus situation, which in itself is an appropriate outcome, but if in prior years there were much 
larger surpluses then this negative trend may be a concern that requires closer examination. 
 
Table 27 MBRR Table A8 – Cash backed reserves / accumulated surplus reconciliation 
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1.6.4 Funding compliance measurement 

National Treasury requires that the municipality assess its financial sustainability against 
fourteen different measures that look at various aspects of the financial health of the 
municipality.  These measures are contained in the following table.  All the information comes 
directly from the annual budgeted statements of financial performance, financial position and 
cash flows.  The funding compliance measurement table essentially measures the degree to 
which the proposed budget complies with the funding requirements of the MFMA.  Each of the 
measures is discussed below. 
 
Table 28  MBRR Table SA10 – Funding compliance measurement 

 
 

1.6.4.1 Cash/cash equivalent position 

The Municipality’s forecast cash position was discussed as part of the budgeted cash flow 
statement.  A ‘positive’ cash position, for each year of the MTREF would generally be a 
minimum requirement, subject to the planned application of these funds such as cash-backing 
of reserves and working capital requirements. 
 
If the municipality’s forecast cash position is negative, for any year of the medium term budget, 
the budget is very unlikely to meet MFMA requirements or be sustainable and could indicate a 
risk of non-compliance with section 45 of the MFMA which deals with the repayment of short 
term debt at the end of the financial year.   

1.6.4.2 Cash plus investments less application of funds 

The purpose of this measure is to understand how the municipality has applied the available 
cash and investments as identified in the budgeted cash flow statement.  The detail 
reconciliation of the cash backed reserves/surpluses is contained in Table 16, on page 32.  The 
reconciliation is intended to be a relatively simple methodology for understanding the budgeted 
amount of cash and investments available with any planned or required applications to be 
made.  This has been extensively discussed above. 
 

1.6.4.3 Monthly average payments covered by cash or cash equivalents 

The purpose of this measure is to understand the level of financial risk should the municipality 
be under stress from a collection and cash in-flow perspective.  Regardless of the annual cash 
position an evaluation should be made of the ability of the Municipality to meet monthly 
payments as and when they fall due.  It is especially important to consider the position should 

2009/10 2010/11 2011/12

Audited 

Outcome

Audited 

Outcome

Audited 

Outcome

Original 

Budget

Adjusted 

Budget

Full Year 

Forecast

Pre-audit 

outcome

Budget Year 

2013/14

Budget Year 

+1 2014/15

Budget Year 

+2 2015/16

Funding measures

Cash/cash equiv alents at the y ear end - R'000 18(1)b 1 (5,146)         9,942          13,366         2,587          2,547          2,547          2,547          15,482         19,785         25,125         

Cash + inv estments at the y r end less applications - R'000 18(1)b 2 28,758         48,571         9,072          4,860          6,699          6,699          6,699          37,810         53,760         62,807         

Cash y ear end/monthly  employ ee/supplier pay ments 18(1)b 3 (0.4)             0.7              0.7              0.1              0.1              0.1              0.1             0.8              0.9              1.1              

Surplus/(Deficit) ex cluding depreciation offsets: R'000 18(1) 4 2,249          4,768          (8,170)         (3,373)         3,557          3,557          3,557          12,569         2,917          13,395         

Serv ice charge rev  % change - macro CPIX target ex clusiv e 18(1)a,(2) 5 N.A. 16.5% 8.2% 15.1% (11.8%) (6.0%) (6.0%) 2.5% 1.9% 2.0%

Cash receipts % of Ratepay er & Other rev enue 18(1)a,(2) 6 97.9% 101.6% 103.3% 87.6% 92.5% 92.5% 92.5% 99.9% 99.9% 99.9%

Debt impairment ex pense as a % of total billable rev enue 18(1)a,(2) 7 7.7% 1.7% 6.7% 4.3% 4.6% 4.6% 4.6% 5.1% 4.7% 4.3%

Capital pay ments % of capital ex penditure 18(1)c;19 8 82.8% 100.0% 62.7% 100.0% 95.2% 95.2% 95.2% 100.0% 100.0% 100.0%

Borrow ing receipts % of capital ex penditure (ex cl. transfers) 18(1)c 9 0.3% 34.8% 54.3% 93.5% 74.6% 74.6% 74.6% 75.5% 0.0% 0.0%

Grants % of Gov t. legislated/gazetted allocations 18(1)a 10 0.0% 0.0% 0.0%

Current consumer debtors % change - incr(decr) 18(1)a 11 N.A. (1.3%) (31.3%) 0.5% 0.0% 0.0% 0.0% 28.2% 3.7% 3.6%

Long term receiv ables % change - incr(decr) 18(1)a 12 N.A. 76.3% (43.3%) (36.7%) 0.0% 0.0% 0.0% (11.8%) (32.2%) (100.0%)

R&M % of Property  Plant & Equipment 20(1)(v i) 13 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0%

Asset renew al % of capital budget 20(1)(v i) 14 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0%

Description

2013/14 Medium Term Revenue & 

Expenditure FrameworkMFMA 

section
Ref

Current Year 2012/13
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the municipality be faced with an unexpected disaster that threatens revenue collection such as 
rate boycotts.   
 

1.6.4.4 Surplus/deficit excluding depreciation offsets  

The main purpose of this measure is to understand if the revenue levels are sufficient to 
conclude that the community is making a sufficient contribution for the municipal resources 
consumed each year.  An ‘adjusted’ surplus/deficit is achieved by offsetting the amount of 
depreciation related to externally funded assets.  Municipalities need to assess the result of this 
calculation taking into consideration its own circumstances and levels of backlogs.  If the 
outcome is a deficit, it may indicate that rates and service charges are insufficient to ensure that 
the community is making a sufficient contribution toward the economic benefits they are 
consuming over the medium term.  
 
It needs to be noted that a surplus does not necessarily mean that the budget is funded from a 
cash flow perspective and the first two measures in the table are therefore critical. 
 

1.6.4.5 Property Rates/service charge revenue as a percentage increase less macro inflation 

target 

The purpose of this measure is to understand whether the municipality is contributing 
appropriately to the achievement of national inflation targets.  This measure is based on the 
increase in ‘revenue’, which will include both the change in the tariff as well as any assumption 
about real growth such as new property development, services consumption growth etc. 
 

1.6.4.6 Cash receipts as a percentage of ratepayer and other revenue 

This factor is a macro measure of the rate at which funds are ‘collected’.  This measure is 
intended to analyse the underlying assumed collection rate for the MTREF to determine the 
relevance and credibility of the budget assumptions contained in the budget 

1.6.4.7 Debt impairment expense as a percentage of billable revenue 

This factor measures whether the provision for debt impairment is being adequately funded and 
is based on the underlying assumption that the provision for debt impairment (doubtful and bad 
debts) has to be increased to offset under-collection of billed revenues.   

1.6.4.8 Capital payments percentage of capital expenditure 

The purpose of this measure is to determine whether the timing of payments has been taken 
into consideration when forecasting the cash position.  

1.6.4.9 Borrowing as a percentage of capital expenditure (excluding transfers, grants and 

contributions) 

The purpose of this measurement is to determine the proportion of a municipality’s ‘own-funded’ 
capital expenditure budget that is being funded from borrowed funds to confirm MFMA 
compliance 

1.6.4.10 Transfers/grants revenue as a percentage of Government transfers/grants 

available 

The purpose of this measurement is mainly to ensure that all available transfers from national 
and provincial government have been budgeted for.  A percentage less than 100 per cent could 
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indicate that not all grants as contained in the Division of Revenue Act (DoRA) have been 
budgeted for.  The Municipality has budgeted for all transfers. 
 

1.6.4.11 Consumer debtors change (Current and Non-current) 

The purpose of these measures are to ascertain whether budgeted reductions in outstanding 
debtors are realistic.  There are 2 measures shown for this factor; the change in current debtors 
and the change in long term receivables, both from the Budgeted Financial Position.   
 

1.6.4.12 Repairs and maintenance expenditure level 

This measure must be considered important within the context of the funding measures criteria 
because a trend that indicates insufficient funds are being committed to asset repair could also 
indicate that the overall budget is not credible and/or sustainable in the medium to long term 
because the revenue budget is not being protected.   
 

1.6.4.13 Asset renewal/rehabilitation expenditure level 

This measure has a similar objective to aforementioned objective relating to repairs and 
maintenance.  A requirement of the detailed capital budget (since MFMA Circular 28 which 
was issued in December 2005) is to categorise each capital project as a new asset or a 
renewal/rehabilitation project.  The objective is to summarise and understand the proportion 
of budgets being provided for new assets and also asset sustainability.  A declining or low 
level of renewal funding may indicate that a budget is not credible and/or sustainable and 
future revenue is not being protected, similar to the justification for ‘repairs and 
maintenance’ budgets.  
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1.7 Expenditure on grants and reconciliations of unspent funds 

Table 29 Expenditure on grant transfers and grant programmes  

  

2.8 Councillor and Employee Benefits 

 Table 30 MBRR Table SA22 – Summary of councilor and staff benefits 

 

 

 
 
 
 

DETAILS FUNDING 2013/2014 2014/2015 2015/2016

R

CAPITAL GRANTS

NDPG National Government 2,000,000 2,000,000 0

Municipal Infrastructure Grant National Government 15,161,000 17,299,000 18,420,000

INEP National Government 10,000,000 0 0

TOTAL CAPITAL GRANTS 27,161,000 19,299,000 18,420,000

OPERATING GRANTS

Equitable Share National Government 30,845,000 36,441,000 47,171,000

Councillor and Ward Committee Allowance National Government 2,351,000 2,962,000 3,074,000

Finance Management Grant National Government 1,550,000 1,600,000 1,650,000

Municipal Systems Infrastructure Grant National Government 890,000 934,000 967,000

Extended Public Works Programme National Government 1,000,000 0 0

Community Participation in IDP's Provincial Government 0 0 300,000

Community Library Services Provincial Government 240,000 252,000 265,000

Museum Provincial Government 286,000 302,000 317,000

Provincialisation of Libraries Provincial Government 1,878,000 1,981,000 2,072,000

TOTAL OPERATING GRANT 39,040,000.00 44,472,000.00 55,816,000.00

ALLOCATIONS IN KIND

INEP National Government 14,820,000.00 13,071,000.00 13,835,000.00

NDPG National Government 1,000,000.00 1,000,000.00 1,000,000.00

TOTAL CAPITAL FUNDED 15,820,000.00 14,071,000.00 14,835,000.00
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2.9 Monthly targets for revenue, expenditure and cash flow 
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2.10 Annual budgets and SDBIPs 
 
The service delivery and budget implementation plans have been drafted and are aligned to the 
IDP, Balanced Scorecard, Performance Agreements and Budget.  This will be finalized by June 
2013. 
 
 

 
2.11 Contracts having future budgetary implications 
 
There are no contracts having future budgetary implications.   
 
 
 

2.12 Capital Expenditure Details 
 
Table 36 MBRR SA36 – Detailed capital budget per municipal vote  
 

Capital Expenditure For the financial year 

2013/14 

FUNDING 2013/14 2014/15 2015/16 

  R R R 

CORPORATE SERVICE DEPARTMENT     

     

     

Steel Filing  Cabinet( 8) CNL 0 20,000 10,000 

Airconditioners (2) CNL 0 12,000 0 

Printers x1 HR CNL 1,000 3,000 1,000 

Office Chair with swivel & Tilt CNL 0 2,000 0 

Scanner,Printer,Copier CNL 0 4,000 0 

Voice Recorder CLO CNL 0 2,000 0 

Standard desk CLO CNL 2,500 0 0 

Office chairs x6 (CLO,RECORDS,P.A,NEW OFFICES) CNL 1,000 0 0 

DESKS X3 (NEW OFFICES) CNL 7,500 0 0 
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Visitors Chairs (x8) (Director ,ABM) CNL 0 6,000 5,000 

Laptop and Printer(ABM) CNL 0 7,500 0 

Digital Camera x2 (ABM/CLO) CNL 0 5,000 0 

Upgrade Switchboard CNL 50,000 0 0 

Vaccum Cleaner (Town Hall) CNL 4,000 0 0 

Airconditioner Town Library CNL 25,000 0 0 

Airconditioner and Air Curtain (Wembezi Library) CNL 20,000 0 0 

Chairs x50/ study tables x3(Wembezi & Town 

library) 

CNL 20,000 20,000 30,000 

Study Cubicles & Chairs x10 CNL 10,000 5,000 5,000 

Computers x4 /Printer x1 CNL 21,500 0 0 

Re-carpetting of town library  CNL 25,000 0 0 

Blinds for Weenen library CNL 5,000 0 0 

T.V Stands for all libraries CNL 1,500 0 0 

Carpetting for weenen library CNL 10,000 0 0 

New Fridge for wembezi & town library CNL 5,000 0 0 

Vaccum cleaner CNL 0 4,000 0 

Cupboards against the wall at wembezi library CNL 0 25,000 0 

Book shelves at Estcourt Library CNL 20,000 0 20,000 

Digicam speed timing device & Accessories CNL 100,000 0 250,000 

Airconditioners 24 000 BTU CNL 12,000 0 0 

Fully Equiped trojan GYM set for traffic CNL 0 8,000 0 

Air conditioner for weenen boardroom 24 000 

BTU 

CNL 7,000 0 0 

TOTAL  348,000 123,500 321,000 

     

CIVIL DEPARTMENT     

     

Purchase of plant and Equipment     

Grader x1 EXT LOAN 2,300,000 0 0 

Tipper truck x3 EXT LOAN 2,500,000 0 0 

Excavator x1 EXT LOAN 1,200,000 0 0 

Lowbed x1 EXT LOAN 800,000 0 0 

T.L.B x1 EXT LOAN 950,000 0 0 

Roller 10 tonne x1 EXT LOAN 650,000 0 0 

Horse for Lowbed x1 EXT LOAN 800,000 0 0 

Tipper Trailer x1 EXT LOAN 190,000 0 0 

Jack Hammers x3 CNL 0 50,000 0 

Generators x2 CNL 0 0 24,000 

Rammers Compactors x3 CNL 75,000 0 0 

Pedestrain Roller x2 EXT LOAN 120,000 0 0 

Sit on Roller EXT LOAN 350,000 0 0 
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Conveyors for Premix Machine CNL 65,000 0 0 

New Gravel Roads     

Computers Laptop x3 CNL  30,000 0 

Printers CNL 1,000 5,000 0 

A plotter/printer CNL 0 0 250,000 

Upgrading offices Minerva Road CNL 100,000 100,000 100,000 

MIG Projects MIG 15,161,000 17,299,000 18,420,000 

Upgrading of pavements CNL    

TOTAL  25,307,000 17,494,000 18,814,000 

     

PECS     

YOUTH CENTER CNL 100,000 50,000 60,000 

HEALTH & SAFETY EQUIPM- BUILDING CNL 50,000 20,000 30,000 

Office Furniture & Equipment CNL 0 25,000 30,000 

Ground Marking Machine CNL 10,000 0 0 

Soccer Net CNL 3,000 0 0 

Sport Equuipment CNL 0 10,000 15,000 

Cricket Screen CNL 5,000 0 5,000 

1X Cementary(new development) CNL 100,000 0 0 

Furniture and Equipment CNL 10,000 0 15,000 

Berttucker pool - Upgrade CNL 100,000 150,000 0 

Hildene swimming pool upgrade CNL 100,000 0 250,000 

double diff trolley CNL 0 25,000 0 

Clocking Machine CNL 10,000 0 0 

Tractors CNL 0 120,000 0 

Laptop computers x 4 CNL 20,000 0 25,000 

Gyromower roller CNL 25,000 0 30,000 

Chainsaw-estcourt CNL 20,000 0 0 

Brush cutters CNL 85,000 0 50,000 

slashers CNL 50,000 0 0 

Brush cutters-Weenen CNL 35,000 0 0 

Purchase of ploughing equipment CNL 0 0 100,000 

Upgrade of Stores and workshop CNL 100,000 0 0 

borehole CNL 40,000 0 0 

water pump CNL 50,000 0 0 

Weigh bridge  CNL 320,000 0 0 

tools CNL 10,000 0 0 

Heavy duty grease gun CNL 2,000 0 0 

bulk skip containers CNL 30,000 40,000 50,000 

refuse bins concrete c&d section CNL 20,000 0 0 

refuse bins concrete all sections CNL 0 30,000 40,000 
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Machines sewing weenen centre CNL 0 0 50,000 

Plant and Equipment CNL    

Refuse truck CNL 0 0 1,000,000 

Tipper trucks x3 EXT LOAN 2,000,000 0 0 

Trailer x1 CNL 50,000 0 0 

Purchase of fire Equipment CNL 50,000 0 0 

Pecs Housing Camera CNL 1,000 0 0 

Bulk Service upgrade CNL    

Chairs x3 CNL 0 3,000 0 

Laptop CNL 0 7,000 0 

Pc and Laptop x1 CNL 5,000 0 0 

Building Control     

NDPG Projects NDPG 2,000,000 2,000,000 0 

Office Furniture &Equipment CNL 5,000 0 0 

Total  5,661,000 2,480,000 1,770,000 

     

ELECTRICITY DEPARTMENT     

BATTERY CHARGER UNITS CNL 100,000 150,000 200,000 

QUANTUM - TESTING VEHICLE CNL    

STREET LIGHT CNL 200,000 250,000 300,000 

PROTECTION UPGRADE FOR SUBSTATION CNL 200,000 250,000 300,000 

VEHICLE REPLACEMENT (BUCKET TRUCK) EXT LOAN 600,000 0 0 

UNDERTAKE STREET LIGHTS IMPROVEMENTS CNL 300,000 350,000 400,000 

SCADA SYSTEM CNL 500,000 500,000 550,000 

STREET LIGHTS WEMBEZI A& C CNL    

PROTECTION UPGRADE FOR SUBSTATION CNL 50,000 100,000 150,000 

UNDER TAKE STREETLIGHT IMPROVEMENTS CNL    

ELECTRIFICATION PROJECT INEP 10,000,000 0 0 

20 ton crane truck CNL 0 600,000 0 

TOTAL   12,300,000 2,660,000 2,320,000 

     

FINANCE     

Desktops x 5 and Software  40,000 50,000 60,000 

Desks and chairs  15,000 15,000 25,000 

TOTAL  55,000 65,000 85,000 

     

Corporate Sevices  348,000 123,500 321,000 

Civil Department  25,307,000 17,494,000 18,814,000 

PECS Department  5,661,000 2,480,000 1,770,000 

Electricity Department  12,300,000 2,660,000 2,320,000 

Finance Department  55,000 65,000 85,000 
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Total Capital Expenditure  43,671,000 22,822,500 23,310,000 

     

FUNDING SOURCE:     

External Loan  12,460,000 0 0 

Council   4,050,000 3,523,500 4,890,000 

MIG  15,161,000 17,299,000 18,420,000 

INEP  10,000,000 0 0 

NDPG  2,000,000 2,000,000 0 

     

  43,671,000 22,822,500 23,310,000 

 
 
 

2.12 Legislative compliance status 
 
Compliance with the MFMA implementation requirements have been substantially adhered to 
through the following activities: 
 
1. In year reporting 

Reporting to National Treasury in electronic format was fully complied with on a monthly 
basis.  Section 71 reporting to the Mayor (within 10 working days) has progressively 
improved.  

 
2. Internship programme 

The Municipality is participating in the Municipal Financial Management Internship 
programme and has employed five interns undergoing training in various divisions of the 
Financial Services Department.  .   

 
3. Budget and Treasury Office 

The Budget and Treasury Office has been established in accordance with the MFMA. 
 
4. Audit Committee 

An Audit Committee has been established and is fully functional. 
 
5. Service Delivery and Implementation Plan 

The detailed SDBIP document is at a draft stage and will be finalised after approval of the 
2013/14 MTREF in May 2013 directly aligned and informed by the 2013/14 MTREF. 

 
6. Annual Report 

Annual report is compiled in terms of the MFMA and National Treasury requirements. 
 
7. MFMA Training 

The MFMA training module in electronic format has been completed by municipal staff. 
 
8. Policies 

An amendment of the Municipal Property Rates Regulations as published in Government 
Notice 363 of 27 March 2009, was announced in Government Gazette 33016 on 12 March 
2010.   The ratios as prescribed in the Regulations have been complied with. 
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2.13 Other Supporting Documentation 
 
 
 
Table 38 MBRR Table SA1 – Supporting detail to budgeted financial performance 
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Table 35 MBRR Table SA3 – Supporting detail to Statement of Financial 

Position 
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2.14 Municipal manager’s quality certificate 
 

I, Mr E.H Dladla, Acting Municipal Manager of Umtshezi Municipality, hereby certify that the 

draft annual budget and supporting documentation have been prepared in accordance with the 

Municipal Finance Management Act and the regulations made under the Act, and that the draft 

annual budget and supporting documents are consistent with the Integrated Development Plan 

of the municipality.  

 

Print Name _____________________________________________ 

Municipal manager of Umtshezi Municipality (KZN234) 

Signature ______________________________________________ 

Date    _____________________________ 


