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Glossary 
 
Adjustments Budget ï Prescribed in section 28 of the MFMA. The formal means by 
which a municipality may revise its annual budget during the year. 
 
Allocations ï Money received from Provincial or National Government or other 
municipalities. 
 
Assessment Rates ï Local Government taxation based on an assessed value of a 
property. To determine the rates payable, the assessed ratable value is multiplied by 
the rate in the rand. 
 
Budget ï The financial plan of the Municipality. 
 
Budget Related Policy ï Policy of a municipality affecting or affected by the budget, 
such as the tariffs policy, rates policy and credit control and debt collection policy. 
 
Capital Expenditure ï Spending on assets such as land, buildings, and machinery. 
Any capital expenditure must be reflected as an asset on the Municipalityôs Statement 
of Financial Position. 
 
Cash flow statement ï A statement showing when actual cash will be received and 
spent by the Municipality. Cash payments do not always coincide with budgeted 
expenditure timings. For example, when an invoice is received by the Municipality it 
scores as expenditure in the month it is received, even though it may not be paid in 
the same period. 
 
DORA ï Division of Revenue Act. Annual piece of legislation that shows the number 
of allocations from national to local government. 
 
Equitable Share ï A general grant paid to municipalities. It is predominantly targeted 
to help with free basic services. 
 
Fruitless and wasteful expenditure ï Expenditure that was made in vain and would 
have been avoided had reasonable care been exercised. 
 
GFS ï Government Finance Statistics. An internationally recognized classification 
system that facilitates like for like comparison between municipalities. 
 
GRAP ï Generally Recognized Accounting Practice. The new standard for municipal 
accounting and basis upon which the Annual Financial Statements are prepared. 
 
IDP ï Integrated Development Plan. The main strategic planning document of the 
Municipality 
 
KPIôs ï Key Performance Indicators. Measures of service output and/or outcome. 
MFMA ï The Municipal Finance Management Act ï no 53 of 2003. The principle piece 
of legislation relating to municipal financial management. 



ΠШ҇ШÂċŊĲ 
 

 
MTREF ï Medium Term Revenue and Expenditure Framework. A medium-term 
financial plan, usually 3 years, based on a fixed first year and indicative further two 
years budget allocations. Also includes details of the previous and current yearsô 
financial position. 
Operating Expenditure ï Spending on the day-to-day expenses of the Municipality 
such as salaries and wages. 
 
SDBIP ï Service Delivery and Budget Implementation Plan. A detailed plan 
comprising quarterly performance targets and monthly budget estimates. 
 
Strategic Objectives ï The main priorities of the Municipality as set out in the IDP. 
Budgeted spending must contribute towards the achievement of the strategic 
objectives. 
 
Unauthorized expenditure ï Generally, spending without, or more than, an approved 
budget. 
 
Virement ï A transfer of budget. 
 
Virement Policy - The policy that sets out the rules for budget transfers. Virements 
are normally allowed within a vote. Transfers between votes must be agreed by 
Council through an Adjustments Budget. 
 
Vote ï One of the main segments into which a budget is divided. In RAY NKONYENI 
LOCAL Municipality this means at directorate level. 
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PART 1 ï BUDGET 

 

1. Mayorôs Budget Speech  

Refer to attached Mayorôs Speech 

2. Resolutions  

Refer to attached Council Resolution 

3. Executive Summary 

The application of sound financial management principles for the compilation of the RAY 

NKONYENI LOCAL Municipalityôs Budget is essential and critical to ensure that the 

municipality remains financially viable and that municipal services are provided 

sustainability, economically and equitably to all communities. 

The RAY NKONYENI LOCAL Municipalityôs business and service delivery priorities were 

reviewed as part of this yearôs planning and budget process.  Where appropriate, funds 

were transferred from low- to high-priority programmes to maintain sound financial 

stewardship.  A critical review was also undertaken of expenditures on noncore and ónice 

to haveô items.   

The municipality has embarked on implementing a range of revenue collection strategies 

to optimize the collection of debt owed by consumers.  Furthermore, the municipality has 

undertaken various customer care initiatives to ensure the municipality truly involves all 

citizens in the process of ensuring a people lead government. 

National Treasuryôs MFMA Circular No. 126 were used to guide the compilation of the 

2024/25 MTREF which indicates the following amongst other things: guidance on 

budgeting for municipalities affected by redetermination of boundaries. 

3.1 MFMA Circulars 

NT has since issued Circular No.126 and No. 128 in relation to this phenomenon on 

matters how the municipalities should consider on tabled annual budget before presented 

for approval. This budget circular is a follow-up to the one issued on 07 December 2023, 

and 04 March 2024 and it complements the many other circulars that have been issued 

previously. It guides municipalities with their preparation of the 2024/25 Medium Term 

Revenue and Expenditure Framework (MTREF) and as with previous annual budget 

circulars it should be read within this context. Among the objectives of this Circular, is to 

support municipalities with giving effect to National Treasuryôs Municipal Budget and 

Reporting Regulations (MBRR) within the current economic climate. 
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3.1.1 Funding the Budget 

Section 18(1) of the MFMA states that an annual budget may only be funded from: 

¶ Realistically anticipated revenues to be collected; 

¶ Cash-backed accumulated funds from previous yearsô surpluses not committed 

for other purposes; and 

¶ Borrowed funds, but only for the capital budget referred to in section 17(2). 

 

Achievement of this requirement in totality effectively means that a Council has surplus in 

its budget by ensuring that a budgeted outflow does not exceed planned inflows. 

 

Under old budget formats income generated approach was a key objective and this 

assisted in ensuring that outflows were matched by inflows, provided revenue collections 

were realistic. However, GRAP compliant budgets necessitate that budget óbalancingô be 

much more comprehensive. 

 

New budgeting and accounting formats demand that the budgeted Statement of Financial 

Performance, the Budgeted Statement of Financial Position, and the Budgeted Statement 

of Cash Flows must be considered simultaneously to ensure effective financial 

management and sustainability. 

 

3.1.2 A Credible Budget 

Amongst other things, a credible budget is a budget that: 

 

¶ Funds only activities consistent with the revised IDP and vice versa ensuring the 

IDP is realistically achievable given the financial constraints of the municipality; 

¶ Is achievable in terms of agreed service delivery and performance targets; 

¶ Contains revenue and expenditure projections that are consistent with current and 

past performance and supported by documented evidence of future assumptions; 

¶ Does not jeopardize the financial viability of the municipality (ensures that the 

financial position is maintained within generally accepted prudential limits and that 

obligations can be met in the short, medium, and long term); and 

¶ Provides managers with appropriate levels of delegation sufficient to meet their 

financial management responsibilities. 

 

A budget sets out certain service delivery levels and associated financial implications. 

Therefore, the community should realistically expect to receive these promised service 

delivery levels and understand the associated financial implications. Major under spending 

due to under collection of revenue or poor planning is a clear example of a budget that is 

not credible and unrealistic. 

 

Furthermore, budgets tabled for consultation at least 90 days prior to the start of the 

budget year should already be credible and close to the final approved budget. 
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The main challenges experienced during the compilation of the Original Budget 2024/25 

MTREF can be summarized as follows: 

 

¶ The ongoing difficulties in the national and local economy; 

¶ Aging and poorly maintained roads and electricity infrastructure;  

¶ The need to reprioritize projects and expenditure within the existing resource 

envelope given the cash flow realities and declining cash position of the 

municipality; 

¶ The increased cost and electricity (due to tariff increases from Eskom), which is 

placing upward pressure on service tariffs to residents.  Continuous high tariff 

increases are not sustainable - as there will be point where services will no-longer 

be affordable; 

¶ Wage increases for municipal staff that continue to exceed consumer inflation, as 

well as the need to fill critical vacancies; 

 

The following budget principles and guidelines directly informed the compilation of the 

2024/25 Original Budget: 

 

¶ The 2024/25 Budget priorities and targets, as well as the base line allocations 

contained in that Draft Budget were adopted as the upper limits for the new 

baselines for the 2024/25 draft budget; 

¶ The 2024 Division of Revenue Bill issued in February 2024; 

¶ The Provincial Treasury hereby publishes transfers to municipalities in terms of 

Section 29(2) of the Division of Revenue Act, 2024 there will be no budget 

allocated to national and provincial funded projects unless the necessary grants 

to the municipality are reflected in the national and provincial budget and have 

been gazette as required by the annual Division of Revenue Act; 
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4. Consolidated Overview 

 

Total revenue is R 1,402 billion including both operational and capital revenue and 

increase by R 2.607 million over the 2024/25 MTREF. 

 

Total operating expenditure excluding capital expenditure for the 2024/25 budget will be R 

1,249.7 billion and overall budgeted performance is showing a surplus of R 152.607 

million. Included on the budget performance is item for depreciation and asset impairment 

to the value of R 107.839 million and it is funded as per the Circular No. 115. 

 

Capital expenditure for the year as per the budget amounts to R 187.558 million. This 

budget is funded through national and provincial grants as well as internal funds. 
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5. Operating Revenue Framework 

For RAY NKONYENI LOCAL Municipality to continue improving the quality of services 

provided to its citizens it needs to generate the required revenue.  In these tough economic 

times strong revenue management is fundamental to the financial sustainability of every 

municipality.  The reality is that we are faced with development backlogs and poverty.  The 

expenditure required to address these challenges will inevitably always exceed available 

funding; hence difficult choices must be made in relation to tariff increases and balancing 

expenditures against realistically anticipated revenues. 

 

The municipalityôs revenue strategy is built around the following key components: 

 

¶ National Treasuryôs guidelines and macroeconomic policy; 

¶ Growth in the municipality and continued economic development; 

¶ Efficient revenue management, which aims to ensure a 100 per cent annual 

collection rate for property rates and other key service charges; 

¶ Electricity tariff increases as approved by the National Electricity Regulator of 

South Africa (NERSA); 

¶ Achievement of full cost recovery of specific user charges especially in relation to 

trading services; 

¶ Determining the tariff escalation rate by establishing/calculating the revenue 

requirement of each service; 

¶ The municipalityôs Property Rates Policy approved in terms of the Municipal 

Property Rates Act, 2004 (Act 6 of 2004) (MPRA); 

¶ Increase ability to extend new services and recover costs; 

¶ The municipalityôs Indigent Policy and rendering of free basic services; and 

 

The following table is a summary of the 2024/25 MTREF (classified by main revenue 

source): 
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Table 2 Summary of revenue classified by main revenue source. 

 
 

Revenue generated from rates, services charges and transfers from grants forms a 

significant percentage of the revenue basket for the municipality. Rates, service charge 

revenues and transfers and grants comprise more than two thirds of the total revenue mix. 

 

In the 2024/25 financial year, revenue from rates, services charges, other revenue, and 

operational grants totaled to R 1,270.142 billion. Property rate revenue increased from R 

509.406 million to R 532.893 million, tariffs have been increased by CPI percentage of 

4.9%. The municipality uses the CPI as stated from Circular No. 128 for most of the 

revenue items. Services charges-Electricity tariffs have been increased by 12.72%. 

 

Property rates are the first largest revenue source amounting R532.893 million rand in 

2024/25. Second and third largest sources are revenue from the operational grants 

followed by service charges which are R324.656 million and 278.557 million respectively. 

 

Other revenueô which consists of various items such as income received from construction 

contract revenue, permits and licenses, building plan fees, connection fees, transport fees 

and advertisement fees. Departments have been urged to review the tariffs of these items 

on an annual basis to ensure they are cost reflective, and market related. 

Tariff-setting is a pivotal and strategic part of the compilation of any budget. When rates, 

tariffs and other charges were revised, local economic conditions, input costs and the 

affordability of services were considered to ensure the financial sustainability of the 
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municipality. Revenue tariffs have been increased by 4.9% for the 2025 budget. Services 

charges electricity at a total budget of R207 221 599. Electricity has been increased by 

12.72% for domestic customers, 13.72% for commercial and industrial customers, and 

lastly 14.1% for time of use customers, in line with cost of supply study done by the 

municipality and NERSA guidelines. 

 

National Treasury continues to encourage municipalities to keep increases in rates, tariffs, 

and other charges as low as possible. Municipalities must justify in their budget 

documentation all increases more than the 4.9 per cent upper boundary of the South 

African Reserve Bankôs inflation target. Excessive increases are likely to be 

counterproductive, resulting in higher levels of non-payment. In line with circular 126 

guidelines the municipality implemented a tariff increment of 4.9%. 

 

5.1. Property Rates 

National Treasuryôs MFMA Circular No. 58 and 59 deals, inter alia with the 

implementation of the Municipal Property Rates Act, with the regulations issued by the 

Department of Co- operative Governance. These regulations came into effect on 1 July 

2009 and prescribe the rate ratio for the non-residential categories, public service 

infrastructure and agricultural properties relative to residential properties. The 

implementation of these regulations was done in the previous budget process and the 

Property Rates Policy of the Municipality has been amended accordingly. 

 

The following stipulations in the Property Rates Policy are highlighted: 

 

¶ The first R15 000 of the market value of a property used for residential purposes 

is excluded from the rate-able value (Section 17(h) of the MPRA). In addition to 

this rebate, a further R85 000 and R50 000 reduction on the market value of a 

property for residential and vacant land categories respectively, will be granted in 

terms of the municipalityôs own Property Rates Policy; 

 

¶ 100 per cent rebate will be granted to registered indigents and child headed 

household in terms of the Indigent Policy; 

¶ For pensioners, physically and mentally disabled persons whose household 

income equal 2 state pensions, 4 state pensions and 6 state pensions will receive 

a rebate of  75%, 50% and 25 % respectively in terms of Rates policy. 

¶ Indigents, in terms of the indigent policy are exempt from paying rates if the value 

of the property is less than R350 000.00. 

 

The categories of rate-able properties for purposes of levying rates the proposed rates 

increase from the 2023/24 financial year is 4.9 per cent and the table below reflect 

individual municipality tariff for rates since the new valuation and new tariffs will be 

implemented in 2024/25 budget year. 

 

 



ΝΞШ҇ШÂċŊĲ 
 

5.2. Sale of Electricity and Impact of Tariff Increases 

Services charges electricity at a total budget of R207.222 million. Electricity has been 

increased by 12.72% for domestic customers, 13.72% for commercial and industrial 

customers, and lastly 14.1% for time of use customers, in line with cost of supply study 

done by the municipality and NERSA guidelines. Furthermore, it should be noted that 

given the magnitude of      the tariff increase, it is expected to depress growth in electricity 

consumption, which will have    a negative impact on the municipalityôs revenue from 

electricity. 

 

5.3. Waste Removal and Impact of Tariff budget 

The Service charges waste removal budget for 2024/25 is R 71. 335. The municipality 

has implemented a solid waste strategy to ensure that this service can be rendered in a 

sustainable manner over the medium to long-term. The main contributors to solid waste 

are maintenance on vehicles, increases in general expenditure such as petrol and    diesel 

and the cost of remuneration. Waste removal tariffs have been increased by 7% for the 

2025 budget year. 

 

5.4. Waste Removal and Impact of Tariff Increases 

The municipality has implemented a solid waste strategy to ensure that this service can 

be rendered in a sustainable manner over the medium to long-term. The main 

contributors to solid waste are maintenance on vehicles, increases in general 

expenditure such as petrol and diesel and the cost of remuneration. Waste removal tariffs 

have been increased by 7%   for the 2025 budget year. 

 

5.5. Other Tariff of Charges 

Other tariff of charges such licenses and permits, town planning, fines and other revenue 

have been increased by 4.9 per cent and tariff of charges is attached as annexure. 

 

6. Operating Expenditure Framework 
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6.1. Employee Related Costs & Remuneration of councilors 

The budget for employee related cost and remuneration of councilorôs amounts to R 

531.5 million for       2024/25 financial year. Employee related cost amounts to 43% of total 

operating budget which is more than threshold treasury guideline of 35%-40%. An 

increase in employee related cost in 2024/25 versus 2023/24 is due an increment on 

basic salaries by CPI. The was approved to get paid on the new Task Grade, which is Grade 

5 as from July 2022, so there was an amount of R9.9 million backpay in the CY.   

 

6.2. Bulk purchases 

Bulk purchases are directly informed by the purchase of electricity from Eskom. The 

annual price increases have been factored into the budget appropriations and directly 

inform the revenue provisions. The increase is 12.72 per cent based on the mid-year 

performance as per CPI % and budgeted R191.738 million for 2024/25. 

 

6.3. Debt Impairment 

The budget amount is R 11.290 million with the difference of R 21.281 million. The 

difference is attributed to the development of debt collection processes and change in 

policies that will increase the amount of revenue collected by the municipality and 

significantly decrease the amount of debt impaired. 

 

6.4. Depreciation and amortization 

Provision for depreciation and asset impairment has been informed by the Municipalityôs 

Asset Management Policy. Depreciation is widely considered a proxy for the 

measurement of the rate asset consumption. Budget appropriations in this regard total 

R 107,839 million for the 2024/25 financial and equates to 8.9 per cent of the total 

operating expenditure. Note that the implementation of GRAP 17 accounting standard 

has meant bringing a range of assets previously not included in the assets register onto 

the register. This has resulted in a significant increase in depreciation relative to 

previous years. 

 

6.5. Interest Expense 

Interest expense amounted to R 11.8 million and that includes the finance charges of 

DBSA loan and the interest of financial lease. The amortization table will be included in 

the supporting documents. 

6.6. Contracted services 

Contracted services equal to 18 per cent of the expenditure budget and has been 

budgeted at R 227.033 million. Contracted Services made up of 3 categories n namely, 

Consultants and Professional Services, Contractors, and Outsourced services. The 

decrease on the contracted services, when comparing to the budget amount in FY 

2023/24 is due to the Disaster Recovery the municipality received in the FY 2023/24 
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and not received in FY 2024/25. 

 

6.7. Other expenditure 

Other expenditure includes items such as audit fees, subsistence and travelling, 

professional fees, legal fees, bank charges, Budget Road shows, municipal running cost 

and all other expenditure forms part on the above-mentioned categories of expenses. 

 

6.8. Repairs and Maintenance 

During the compilation of the 2022/23 MTREF operational repairs and maintenance 

was identified as a strategic imperative owing to the aging of the municipalityôs 

infrastructure and historic deferred maintenance especially roads. The municipality has 

an infrastructure maintenance plan to ensure that assets are in good condition. 

 

Repairs and maintenance comprise of amongst others the employee related costs, the 

purchase of fuel, diesel, materials for maintenance, potholes, cleaning materials and 

chemicals. This group of expenditure has been prioritized to ensure sustainability of the 

municipalityôs infrastructure especially potholes. Budgeted Repairs budgeted amount for 

2025 amounts to R135.600 million which amounts to 10% of the operating budget and 

7% against Carry Value of PPE using the latest audited Annual Financial Statements. 

 

6.9. Free Basic Services: Basic Social Service Package 

The social package assists households that are poor or face circumstances that limit 

their ability to pay for services. To receive these free services the households are 

required to register in terms of the Municipalityôs Indigent Policy and the policy is 

reviewed annually. The cost of the social package of the registered indigent households 

is largely financed by national government through the local government equitable share 

received in terms of the annual Division of Revenue Act. 

 

6.10. Overall expenditure 

The overall operational expenditure budget for 2024/25 amount to 1,249.698 billion. 

It must also be appreciated that the consumer price index, as measured by CPI, is not 

a good    measure of the cost increases of goods and services relevant to municipalities. 

The basket of goods and services utilized for the calculation of the CPI consist of items 

such as food, petrol, and medical services, whereas the cost drivers of a municipality 

are informed by items such as the cost of remuneration, bulk purchases of electricity, 

petrol, diesel, chemicals, cement etc. 

The current challenge facing the municipality is managing the gap between cost drivers 

and tariffs levied, as any shortfall must be made up by either operational efficiency gains 

or service level reductions. 

The percentage increases of Eskom bulk tariffs of 12.72% are far beyond the mentioned 
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inflation target. Given that these tariff increases are determined by external agencies, 

the impact they have on the municipalityôs electricity and in these tariffs are largely 

outside the control of the municipality. 

 

7. Capital Expenditure 

 

Total Capital Expenditure amounts to R 186.158 million. The main source of funding of 

the 2024/25 Capital budget of R 114.490 million is transfers recognized capital from 

National, R 62.234 million funded internal, R 9 million funded by borrowings and R 435 

thousand from provincial governments. The capital budget is aimed to facilitate service 
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delivery where it is essential and address historical backlogs of our country. 

 

Capital Budget (Excl. Vat) 

¶ Integrated Urban Development Grant  R 74, 972  million 

¶ Neighbourhood Grant    R 34, 783  million 

¶ Energy Efficiency Demand   R    4,735  million 

¶ Margate Airport    R       435  thousand 

¶ Borrowings     R   9,000   million 

¶ Internally generated funds   R 63,634   million 

R 187,558 million 

PART 2 ïANNUAL BUDGET TABLES 

 

8. Annual Budget Tables 

The following are the main budget tables as required in terms of section 8 of the Municipal 
Budget and Reporting Regulations.  
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Table 1 MBRR Table A1 - Budget Summary  

 
 

¶ Table A1 is a budget summary and provides a concise overview of the 
municipalityôs budget from all the major financial perspectives (financial 
performance, capital expenditure and funding sources, financial position, cash 
flow, MFMA funding compliance and asset management).  
 

¶ The table provides an overview of the amounts approved by Council for operating 
performance, resources deployed to capital expenditure, financial position, cash, 
and funding compliance, as well as the municipalityôs commitment to eliminating 
basic service delivery backlogs. 

¶  
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Table 2 MBRR Table A2 - Budgeted Financial Performance (revenue and expenditure 
by standard classification) 

 

 

Explanatory notes to MBRR Table A2 - Budgeted Financial Performance (revenue and 

expenditure by standard classification) 

 

¶ Table A2 is a view of the budgeted financial performance in relation to revenue 

and expenditure per standard classification.  The modified GFS standard 

classification divides the municipal services into 15 functional areas. Municipal 

revenue, operating expenditure and capital expenditure are then classified in terms 

if each of these functional areas which enables the National Treasury to compile 

ówhole of governmentô reports. 
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¶ Note that as a general principle the revenues for the Trading Services should 

exceed their expenditures.  The table highlights that both Electricity function and 

Waste management function can finance its services.  As both service charges are 

reflecting a surplus. 

¶ Other functions that show a deficit between revenue and expenditure are being 

financed from rates revenues, other revenue sources and transfers recognized 

operational from both National and provincial departments. 

 

Table 3 MBRR Table A3 - Budgeted Financial Performance (revenue and 

expenditure by vote) 

 
 

Table A3 is a view of the budgeted financial performance in relation to the revenue and 

expenditure per municipal vote.  This table facilitates the view of the budgeted operating 

performance in relation to the organizational structure of the Municipality.  This means it 

is possible to present the operating surplus or deficit of a vote.   

 

 

 

 

 

 



ΞΜШ҇ШÂċŊĲ 
 

Table 4 MBRR Table A4 - Budgeted Financial Performance (revenue and 

expenditure) 

 

Explanatory notes to Table A4 - Budgeted Financial Performance (revenue and 

expenditure) 

 

¶ Total operating revenue is R1,270 billion and total capital revenue is R 132.2 

million in 2024/25 

¶ Total revenue for 2023/24 financial year is R1.402 billion. 

¶ Revenue to be generated from property rates is R532.9 million in the 2024/25 

financial year therefore remains a main funding source for the municipality. 

¶ Transfers recognized ï operating includes the local government equitable share 

and other operating grants from national and provincial government amounts to 

R302.7 million. It needs to be noted that in real terms the grants receipts from 
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national government are growing rapidly over the MTREF. The municipality is not 

grants dependent since major part of revenue is own funding however we still 

must ensure that we collect every single cent that is due to us. 

 

Table 5 MBRR Table A5 - Budgeted Capital Expenditure by vote, standard 

classification, and funding source 

 

Explanatory notes to Table A5 - Budgeted Capital Expenditure by vote, standard 

classification, and funding source 
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¶ Table A5 is a breakdown of the capital programme in relation to capital 

expenditure by municipal vote (multi-year and single-year appropriations); 

capital expenditure by standard classification; and the funding sources 

necessary to fund the capital budget, including information on capital transfers 

from national and provincial departments. 

¶ The MFMA provides that a municipality may approve multi-year or single-year 

capital budget appropriations. 

¶ Single-year capital expenditure has been appropriated at R 187.558 million 

(Excl. VAT) for the 2024/25 financial year. 

¶ Unlike multi-year capital appropriations, single-year appropriations relate to 

expenditure that will be incurred in the specific budget year such as the 

procurement of vehicles and specialized tools and equipment. The budget 

appropriations for the two outer years are indicative allocations based on the 

departmental business plans as informed by the IDP and will be reviewed on an 

annual basis to assess the relevance of the expenditure in relation to the 

strategic objectives and service delivery imperatives of the municipality. For 

funding assessment of the MTREF, these appropriations have been included but 

no commitments will be incurred against single-year appropriations for the two 

outer-years. 

¶ The capital programme is funded from capital and provincial grants and 

transfers and internally generated funds. 

¶ Capital Projects expenditure and funding in Table A5 have been budgeted for 

excluding VAT. 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 



ΞΟШ҇ШÂċŊĲ 
 

Table 6 MBRR Table A6 - Budgeted Financial Position 

 
Explanatory notes to Table A6 - Budgeted Financial Position 

 

¶ Table A6 is consistent with international standards of good financial management 

practice and improves understand ability for councillors and management of the 

impact of the budget on the statement of financial position (balance sheet). 

¶ This format of presenting the statement of financial position is aligned to GRAP1, 

which is generally aligned to the international version which presents Assets less 

Liabilities as ñaccountingò Community Wealth.  The order of items within each 

group illustrates items in order of liquidity; i.e. assets readily converted to cash, or 

liabilities immediately required to be met from cash, appear first. 

¶ Call investments deposits; 

¶ Consumer debtors; 

¶ Property, plant and equipment; 

¶ Trade and other payables; 

¶ Provisions non-current; 
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¶ Changes in net assets; and  

¶ Reserves  

The statement of financial position shows that the municipality is financially health as 

assets exceeds liabilities. 

 

Table 7 MBRR Table A7 - Budgeted Cash Flow Statement 

 

Explanatory notes to Table A7 - Budgeted Cash Flow Statement 

 

¶ The budgeted cash flow statement is the first measurement in determining if  

the budget is funded. 

¶ It shows the expected level of cash in-flow versus cash out-flow that is likely to 

result from the implementation of the budget. 

¶ The cash levels of the Municipality are not stabilized over the MTREF and prior 

years. 

¶ In 2024/25 the cash flow starts to turn around and improves again. 

¶ The 2024/25 MTREF has been informed by the planning principle of ensuring 

adequate cash reserves over the medium-term. 

¶ Cash flow reflect a positive balance after defraying all the expenditure for the 

financial year. 
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Table 8 MBRR Table A8 - Cash Backed Reserves/Accumulated Surplus 
Reconciliation 

 
 
Explanatory notes to Table A8 - Cash Backed Reserves/Accumulated Surplus 

Reconciliation 

¶ The cash backed reserves/accumulated surplus reconciliation is aligned to the 

requirements of MFMA Circular 42 ï Funding a Municipal Budget. 

¶ In essence the table evaluates the funding levels of the budget by firstly forecasting 

the cash and investments at year end and secondly reconciling the available 

funding to the liabilities/commitments that exist. 

¶ The outcome of this exercise would either be a surplus or deficit. A deficit would 

indicate that the applications exceed the cash and investments available and 

would be indicative of non-compliance with the MFMA requirements that the 

municipalityôs budget must be ñfundedò.   

¶ Non-compliance with section 18 of the MFMA is assumed because a shortfall 

would indirectly indicate that the annual budget is not appropriately funded.    

¶ From the table for the municipality is operating at a surplus. 

¶ Considering the requirements of section 18 of the MFMA, it can be concluded that 

the adopted 2024/25 MTREF was funded as it reflects a positive balance in funding 

measurement.   

¶ This reflects that the budget will be able to pay it expenditure for the current year 

and be able to pay it obligations. It is assumed that all grants will be spend 100% 

and if not, it is cash backed since our budget reflect a positive after all the current 

years expenditure paid and its liabilities.  

 

As part of the budgeting and planning guidelines that informed the compilation of the 

2024/25 MTREF the end objective of the medium-term framework was to ensure the 

budget is funded aligned to section 18 of the MFMA. 
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Table 9 MBRR Table A9 - Asset Management  

 

 



ΞΤШ҇ШÂċŊĲ 
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Explanatory notes to Table A9 - Asset Management 

¶ Table A9 provides an overview of municipal capital allocations to building new 

assets and the renewal of existing assets, as well as spending on repairs and 

maintenance by asset class. 

¶ National Treasury has recommended that municipalities should allocate at least 40 

per cent of the capital budget to the renewal of existing assets, and allocations to 

repairs and maintenance should be 8 per cent of PPE.  However, since there is a 
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lack of infrastructure in the municipality. Major part of funds is injected to new 

capital projects, it does not meet this recommendation and funds are directed to 

new and existing capital asset and while 9% to repairs and maintenance. 

 

Table 10 MBRR Table A10 ï Basic Service Delivery Measurement 

 

Basic Service Delivery Measurement 

¶ The municipality does not provide services such as water, sanitation, energy and 

refuse removal. 
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¶ Water and sanitation is provided by UGu District municipality, energy is supplied 

both by municipality and Eskom. 

¶ Refuse removal is done in urban area and the rural part of the municipality uses 

its own dump site. 

¶ Service delivery Non- financial information is available in the IDP document. 

 

Assumptions used in preparation of the budget over the MTREF 

Collection and expenditure rates 

Revenue  

Property rates 95% 

Penalties and Collection Charges 95% 

Electricity  95% 

Refuse Removal 95% 

Rental of facilities 100% 

Interest earned in investment 100% 

Interest earned on outstanding debts 80% 

Fines 5% 

Licenses and Permits 95% 

Agency Fees 100% 

Transfers and Grants ï operational 100% 

Transfers and Grants ï Capital 100% 

Other revenue 100% 

  

Expenditure  

Employee related cost 100% 

Remuneration of councilors 100% 

Debt impairment 100% 

Bulk Purchases 100% 

Finance Charges 100% 

Contracted services 100% 

Transfers and Grants 100% 

Other Expenditure 100% 

Other Material 98% 

 

9. Municipal Managerôs Quality certificate 

Refer to attached Municipal Managerôs signed quality certificate. 
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PART 3 ï SUPPORTING DOCUMENTATION 

 
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.  

 

The Budget Steering Committee consists of the Municipal Manager and senior officials of 

the municipality meeting under the chairpersonship of the MMC for Finance.  

 

The primary aim of the Budget Steering Committee is to ensure: 

¶ That the process followed to compile the budget complies with legislation and good 

budget practices; 

¶ That there is proper alignment between the policy and service delivery priorities 

set out in the Municipalityôs IDP and the budget, taking into account the need to 

protect the financial sustainability of municipality; 

¶ That the municipalityôs revenue and tariff setting strategies ensure that the cash 

resources needed to deliver services are available; and that the various spending 

priorities of the different municipal departments are properly evaluated and 

prioritized in the allocation of resources. 

 

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 2011) 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 2023.  

Key dates applicable to the process were:  

 

July 2023ï Prepare joint process plan for IDP, PMS and Budget and advertise 

draft IDP review; 

August 2023ïSubmit process plan to IDP forum, portfolio committees and council. 

Liaise with national and provincial governments for planning and budgeting 

process; 

September 2023ï Assessment of objectives, strategies and projects against cross 

cutting issues. Assessment of alignment of IDP strategies & projects for medium 

term in relation to NSDP and PGDF. Determine funding availability & requirements 

per sector plan and where relevant prepare business plan/ terms of reference and 

roll out accordingly; 
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October 2023 ï Review and confirm objectives, strategies and projects at IDPRF 

workshop. Review capital, institutional, operational, maintenance projects. 

Estimate available resources and provide guidance for way forward for budgeting; 

November 2023ïSubmit revised projects to Treasury. Submit first Draft IDP to IDP 

steering committee and council for in principle approval 

December 2023 ï Submit budget instructions and 2022/23 budget framework to 

all relevant persons. Submit draft IDP to COGTA for assessment. Preparation of 

summary of available funds (internal and external); 

January 2024 - Council considers the 2023/2024 Mid-year Review and 

Adjustments Budget; 

February 2024 ï Assess financial feasibility of proposed new projects based on 

existing and potential funds. Consideration of draft budget; 

March 2024 - Tabling in Council of the draft 2023/24 IDP and 2023/24 Draft 

MTREF for public consultation; 

April 2024 ï Public consultation; 

May 2024 ïFinalization of the 2024/25 IDP and 2024/25 MTREF, taking into 

consideration comments received from the public, comments from National 

Treasury, and updated information from the most recent Division of Revenue Bill 

and financial framework; and tabling of the 2024/25 MTREF before Council for 

consideration and approval. 

 

There were no deviations from the key dates set out in the Budget Time Schedule tabled 

in Council. These are the IDP and Budget process schedule for individual municipalities 

and both municipalities did not deviate from processes. 

 

IDP and Service Delivery and Budget Implementation Plan 

The Municipalityôs 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 fifth 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; 

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 

2024/25 budget, based on the approved 2023/24 Budget, Mid-year Review and 



ΟΟШ҇ШÂċŊĲ 
 

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 2024/25 budget, each department/function had to review the 

business planning process, including the setting of priorities and targets after reviewing 

the mid-year and third quarter performance against the 2023/24 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.  

 

Financial Modelling and Key Planning Drivers 

As part of the compilation of the 2024/25 budget, 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 2024/25 budget: 

 

Municipality growth 

Policy priorities and strategic objectives 

Asset maintenance 

Economic climate and trends (i.e. inflation) 

Performance trends 

The approved 2022/23 adjustments budget and performance against the SDBIP 

Cash Flow Management Strategy 

Debtor payment levels 

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 Treasuryôs MFMA 

Circulars 89 and 91 has been taken into consideration in the planning and prioritisation 

process. 

 

Community Consultation 

The draft budget was published after the adoption by council on 28 March 2023. 

 

All documents in the appropriate format (electronic and printed) will be provided to 

National Treasury, and other national and provincial departments in accordance with 

section 23 of the    MFMA, to provide an opportunity for them to make inputs. 

 

Submissions received during the community consultation process and additional 

information regarding revenue and expenditure and individual capital projects will be 

addressed, as part of the original budget. 
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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 capacity of a 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 Municipalityôs 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 

Municipalityôs 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; 
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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 Development Plan (NDP) 

National Spatial Development Perspective (NSDP) and 

The National Priority Outcomes. 

 

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 IDPôs six strategic 

objectives for the 2024/25 Budget and further planning refinements that have directly 

informed the compilation of the budget: 

 

f?ÂШÉƣƖċƣĲŊŔĦШ§ĤŢĲĦƣŔƻĲƚ 

2024/25 Financial Year 

1. Financial Viability 

2. Basic Service delivery and infrastructure 

3.  Good governance and public participation 

4. Local economic Development 

5. Municipal transformation and institutional development 

6. Spatial analysis and environmental management 

 
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. 

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 
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opportunity. It provides direction to the Municipalityôs IDP, associated sectoral plans and 

strategies, and the allocation of resources of the Municipality and other service delivery 

partners. 

The 2024/25 Draft Budget has therefore been directly informed by the IDP revision 

process and the following tables provide a reconciliation between the IDP strategic 

objectives and operating revenue, operating expenditure, and capital expenditure. 

Table SA1 Budgeted Financial Performance 
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Explanatory notes to Table SA1 ï Supporting detail to Budgeted financial performance. 

This is thee supporting table that support the amounts of revenue by source and 

expenditure by source in table A4. 

Table SA2 Matrix Financial Performance Budget 
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Table SA3 Detail financial position 
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Explanatory notes to Table SA3 

This table is a supporting table to table A6, and it has detailed information that is 

summarized in table A6. 

Table SA4 Reconciliation of IDP strategic objectives and Budget 
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Table SA5 Reconciliation of IDP Strategic objectives and budget 

 

Table SA6 Reconciliation of IDP Strategic objectives  
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Table SA7 Measurable performance objectives 
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Table SA8 performance indicators 
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Table SA10 Funding measurements 
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ΠΣШ҇ШÂċŊĲ 
 

Table SA11 Property rates summary 
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Table SA12a Property rates by category 
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Table SA12b Property rates category 
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Table SA13a Service Tariffs by category 
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Table SA14 Households Bills 

 

 

 

 

 



ΡΞШ҇ШÂċŊĲ 
 

Table SA15 Investment particulars by type 

 

Table SA16 Investments 
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Table SA17 Borrowings 
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Table SA18 Transfers and Grants Receipts 
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Table SA 19 Grants and subsidies Expenditure 
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Table SA20 Reconciliation of transfers, grant receipts and unspent funds 
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Table SA21 Grants and Subsidy made by the Municipality 
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Table SA22 Councilors and Staff Benefits 
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Table SA23 Salaries, allowances & benefits (political office 

bearers/councillors/senior managers) 
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Table SA24 Summary of personnel 
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Table SA25 Monthly Revenue and Expenditure 
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Table SA26 Budgeted Monthly Revenue and Expenditure  

 

 

Table SA27 Budgeted Monthly Revenue and Expenditure by (functional 

Classification) 
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Table SA28 Budgeted Monthly Capital Expenditure (Municipal Vote) 

 

Table SA29 Budgeted Monthly Capital expenditure 
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Table SA30 Budgeted Monthly Cash Flow 

 

 

Table SA32 List of external mechanisms 
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Table SA33 Contracts having future budgetary implications 
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Table SA34a Capital expenditure on new assets by asset class 
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Table SA34b Capital expenditure on the renewal of existing assets by asset class 
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Table SA34c Repairs and maintenance expenditure by asset class 
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ΤΞШ҇ШÂċŊĲ 
 

Table SA34d Depreciation by asset class 
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Table SA34e Capital expenditure on the upgrading of existing assets by asset 

class 
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Table SA35 Future financial implications of the capital budget 
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Table SA36 Detailed capital budget 

 

 

Legislation compliance status 

Compliance with the MFMA implementation requirements have been substantially 

adhered to through the following activities: 

¶ In year reporting 

¶ Reporting to National Treasury in electronic format was fully complied with monthly. 

Section 71 reporting to the Executive Mayor (within 10 working days).    

¶ 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, of the five interns four have been appointed 


