OPERATING AND CAPITAL BUDGET
Operating Budget for 2008/2009 MTREF Period

The Table Below indentifies 2008/2009 MTREF Operating Budget 

Executive Summary
	Description    
	Medium Term Revenue and Expenditure Framework

	
	 2008/2009 
	2009/10
	2010/11

	REVENUE PER SOURCE
	 
	 
	 

	 
	Service charges
	        6,960,648.00 
	        7,656,712.80 
	            8,422,384.08 

	 
	Interest earned
	        3,000,000.00 
	        3,100,000.00 
	            3,200,000.00 

	 
	RSC replacement grant
	      34,444,000.00 
	      36,784,000.00 
	          40,095,000.00 

	 
	Other grants
	      35,942,451.66 
	      43,157,820.20 
	          51,050,981.92 

	 
	Transfers from reserves
	        2,762,935.34 
	                       -   
	                            -   

	 
	Other income
	            72,000.00 
	            76,320.00 
	                80,873.76 

	TOTAL REVENUE BY SOURCE
	  83,182,035 
	  90,774,853 
	    102,849,240 

	 EXPENDITURE PER CATERGORY
	 
	 
	 

	 
	Salaries , Wages &  Allowances
	    27,124,963 
	    28,512,712 
	       29,833,487 

	 
	Renumeration of Councillors
	      3,482,695 
	      3,649,864 
	         3,821,408 

	 
	Depreciation
	      1,570,000 
	      1,786,400 
	         2,305,620 

	 
	Repairs & Maintenance
	      5,193,920 
	      5,659,911 
	         6,449,240 

	 
	Capital Costs-External Interest
	      1,063,853 
	      1,090,888 
	         1,246,998 

	 
	Bulk Purchases
	         946,017 
	      1,002,778 
	         1,062,945 

	 
	General Costs
	    40,068,333 
	    46,065,225 
	       54,590,030 

	 
	Operating Projects
	 
	 
	 

	TOTAL DIRECT OPERATING EXPENDITURE
	  79,449,781 
	  87,767,779 
	      99,309,727 

	 
	
	 
	 
	 

	 
	Contributions to capital
	      3,353,800 
	      2,749,712 
	         3,172,709 

	 
	Contributions to funds
	         378,454 
	         257,362 
	            366,803 

	 
	 
	 
	 
	 

	
	 
	 
	 

	 
	TOTAL  OPERATING EXPENDITURE
	  83,182,035 
	  90,774,853 
	    102,849,240 

	 
	 
	 
	 
	 

	 
	 
	 
	 
	 

	 
	Surplus/(Deficit)
	                  0 
	                  0 
	                      0 


Capital  Budget per Funding Source
	Description                                               
	Medium Term Revenue and Expenditure Framework

	
	 2008/2009 
	2009/10
	2010/11

	 
	National Government
	 
	 
	 

	 
	Municipal Infrastructure Grant(MIG)
	      24,537,000.00
	      29,345,000.00 
	       24,028,000.00 

	 
	Department of Water Affairs & Forestry
	 2,350,000.00
	 2,350,000.00
	 

	 
	Total Grants & Subsidies -National Governemnt
	  26,887,000 
	  31,595,000 
	   24,028,000 

	 
	Provincial Government
	 
	 
	 

	 
	Dept of Traditional & Local Government
	      11,300,000.00 
	          450,000.00 
	        2,000,000.00 

	 
	Amounts carried over from previous years
	 
	 
	 

	 
	Total Grants & Subsidies -Provincial Government
	  11,300,000 
	       450,000 
	     2,000,000 

	 
	Total Government Grants & Subsidies
	  38,187,000 
	  32,045,000 
	   26,028,000 

	 
	Public Contributions & Donations
	 
	 
	 

	 
	Accumulated Surplus(Own Funds)
	    3,353,800 
	    2,749,712 
	     3,172,709 

	 
	External Loans
	 
	 
	 

	 
	TOTAL FUNDING OF CAPITAL EXPENDITURE
	  41,540,800 
	  34,794,712 
	   29,200,709 

	 
	Executive and Council
	            20,000.00 
	            21,200.00 
	             22,472.00 

	 
	Office of the Municipal Manager
	            50,000.00 
	          100,000.00 
	           200,000.00 

	 
	Corporate Services
	        1,016,000.00 
	        1,350,000.00 
	        1,089,139.00 

	 
	Community Services
	          600,000.00 
	          400,000.00 
	           450,000.00 

	 
	Financial Services
	          200,000.00 
	          200,000.00 
	           200,000.00 

	 
	Technical Services
	            30,000.00 
	            70,212.00 
	           100,000.00 

	 
	Thusong Service Centre
	          630,000.00 
	            50,000.00 
	           100,000.00 

	 
	Development and Planning
	          402,800.00 
	          500,000.00 
	           600,000.00 

	 
	Disaster Management Centre
	          405,000.00 
	            58,300.00 
	           411,098.40 

	 
	Water and Sanitation Services
	 
	 
	 

	 
	SUB TOTAL :BASIC CAPITAL
	    3,353,800 
	    2,749,712 
	     3,172,709 

	 
	Ad hoc Capital : Sports Facilities
	    10,000,000 
	                 -   
	                  -   

	 
	Ad hoc Capital : Backlogs in Water and Sanitation at schools and clinics
	      2,350,000 
	      2,250,000 
	                  -   

	 
	Ad hoc Capital : Infrastructure
	      1,300,000 
	                 -   
	                  -   

	 
	Ad hoc Capital : Water and Sanitation
	    24,537,000 
	    29,345,000 
	     24,028,000 

	 
	Ad hoc Capital ; Library Building Projects
	                 -   
	         450,000 
	      2,000,000 

	 
	SUB TOTAL :INFRASTRUCTURE CAPITAL
	  38,187,000 
	  32,045,000 
	   26,028,000 

	 
	 
	 
	 
	 

	 
	CAPITAL EXPENDITURE BY VOTE
	  41,540,800 
	  34,794,712 
	   29,200,709 


ENTITY OPERATING BUDGET:

	Description    
	Medium Term Revenue and Expenditure Framework

	
	 BUDGET 
	Budget Year +1
	Budget Year +2

	
	 2008/2009 
	2009/10
	2010/11

	REVENUE PER SOURCE
	 
	 
	 

	 
	Water & Sanitation;
	      6,960,648 
	      7,656,713 
	         8,422,384 

	 
	WSP Agreement(Uthukela)-Accumulated Surplus
	    10,357,452 
	    11,905,820 
	       12,540,982 

	 
	DWAF Water Operating Subsidy
	         326,000 
	         123,000 
	                    -   

	 
	Dwaf Operating Subsidy-Transfer from Reserve Fund
	         982,671 
	 
	 

	 
	Interest Received-Internal
	                 -   
	                 -   
	                    -   

	TOTAL DIRECT OPERATING INCOME
	  18,626,771 
	  19,685,533 
	     20,963,366 

	 EXPENDITURE PER CATERGORY
	 
	 
	 

	 
	Salaries , Wages &  Allowances
	      7,346,021 
	      7,786,781 
	         8,253,988 

	 
	Depreciation
	                 -   
	                 -   
	                    -   

	 
	Repairs & Maintenance
	      4,162,600 
	      4,412,356 
	         4,677,097 

	 
	Capital Costs-External Interest
	         963,120 
	         962,064 
	         1,116,488 

	 
	Bulk Purchases
	         946,017 
	      1,002,778 
	         1,062,945 

	 
	General Costs
	      5,060,559 
	      5,364,192 
	         5,686,045 

	 
	Operating Projects
	 
	 
	 

	TOTAL DIRECT OPERATING EXPENDITURE
	  18,478,317 
	  19,528,171 
	     20,796,563 

	 
	Contributions to capital
	                 -   
	                 -   
	                    -   

	 
	Contributions to funds
	         148,454 
	         157,362 
	           166,803 

	 
	 
	 
	 
	 

	TOTAL  OPERATING EXPENDITURE
	  18,626,771 
	  19,685,533 
	     20,963,366 

	 
	 
	 
	 
	 

	 
	 
	 
	 
	 

	 
	Surplus/(Deficit)
	                 -   
	                 -   
	                    -   
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2. Mayoral Budget Speech
Honourable councillors, officials, business people and the community present, I greet you all.  

It is indeed a great honour, to table yet another budget to you, which is a blueprint for service delivery and development in our district for the next three years.

The budget being tabled here is only a draft, meaning that it is not yet a final document. It will only be a final document once you have submitted all your comments and suggestions in order to make it your budget.

There are already some key initiatives in the draft budget which need to be highlighted. Firstly the growth of the administration has necessitated erection of additional offices. Hence the inclusion of such item in this budget. The amount budgeted for this purpose is
 R750 000.in the 2008/9 financial year. This project is due to start in the current year though, meaning that the amount mentioned earlier is in addition to whatever will be spent in the current year.

R 10 million has been allocated to the upgrading and rehabilitation of the soccer stadium that the municipality is in the process of buying. This stadium will go a long way in ensuring that the lives of the young people of our district are infused with hope for a better future through the development of their talents and exposure to world class facilities and coaching staff.

R 24 million  has been allocated to MIG projects. This is to develop infrastructure in previously neglected communities thereby bringing their quality of life to a dignified  and healthy level. Major projects covered in this allocation are the Buffalo Flats reticulation and the Emadlangeni bulk water supply.

Last but not least I a glad to announce that in the coming budget year the municipality will take care of the vulnerable groups like we did in previous years. We feel morally obliged and duty bound to do what we can to improve the plight of the aged, the disabled and women and children. We believe that these are important people whose role in society has been somewhat undermined and taken for granted.

I think it is important to mention that the budget being tabled is a balanced budget. Great appreciation goes to the Finance department who coordinated the preparation of this document. The cooperation of the other departments and departmental heads is also highly appreciated since without their valuable input the draft budget compilation could not be a success. Lastly I would like to encourage everybody here to get a copy of this draft budget and go and assess it as to whether it addresses their needs and then make the appropriate submission for possible inclusion either in this budget or in future budget and/or IDPs. Thank you for your time and interest in matters affecting your local community. Because of your interest we realise that our accountability is constantly on check and are therefore delighted that the final outcome of this process will be a legitimate one.
BUDGET OVERVIEW

1. The Budget

1.1  Executive summary

The content of this budget document complies with the prescribed format as contained in MFMA Circular No. 28. The budget is divided into two parts, namely, the budget and supporting documentation.

1.2  The budget 

This part of the budget is divided into two components, namely, operating budget and capital budget. The operating budget has the summary of the operating income and expenditure per department. The second component contains the charts of the operating income and expenditure per department and per source and vote. 
The second component is the capital budget which details the projects to be funded for the next financial year and the revenue source of each funding. It must be noted that there is no internal funding for capital projects.

1.3 Budget Schedules (Operating and Capital)

The budget schedules ie, the detail operating and capital budget, in the prescribed format as contained in the MFMA Circular 28 are attached.
1.4 Budget Related Charts

The MFMA circular No. 28 requires the municipality to provide budget related charts which give a pictorial representation of the figures contained in the budget. These budget related charts are also attached.

The budget related charts provided relate to:

· the summary of income/revenue and operating expenditure per department/vote

· Operating Revenue by source

· Operating expenditure by vote
· Capital funding by source

· Capital expenditure 
· Operating Expenditure by Type
2. Supporting Documentation

2.1  Budget Process Overview
The budget process of Amajuba District municipality was presented to EXCO and Council for approval in August 2007. This adopted budget process sets the dates of the activities and responsibilities as contained in the MFMA.

2.2 Alignment of Budget with Integrated Development Plan 

The alignment of Budget and the Integrated Development Plan is a requirement of the MFMA. The alignment is attached as Supporting Table 2. 
2.3 Budget Related Policies and Overview and Amendments

2.3.1. Policies Overview

The municipality has various policies which relate to budgeting and financial management in the municipality. The Fixed Asset policy is due for compilation and approval before the end of the current financial year. This policy will guide the municipality in its implementation of GRAP with regard to accounting for assets.
Fixed assets accounting is the first phase of GRAP implementation that the municipality must carry out in terms of  Government Gazzette no 0013 of 29 June 2007. The other aspects will be phased in in the following financial years.
2.3.2. Amendments of Policies

The Amajuba District municipality being a low capacity municipality will be expected to implement GAMAP/GRAP by the end of the 2007/08 financial year in terms of the implementation plan submitted to National Treasury. The accounting policies will therefore need to be reviewed to be in line with GAMAP/GRAP. Provision has been made in this budget for the depreciation of assets, a practise that was not done under fund accounting.

The SCM policy of the Council is also under constant monitoring and review. A reviewed SCM policy taking into consideration targeted procurement across all departments of the municipality will be brought to Council for consideration at the beginning of the new financial year (at the latest).

2.4. Budget Assumptions 

In preparing the municipal budget, various assumptions were made in order to ensure that the budget is credible and will to a great extent address the community needs as detailed in the IDP.
These budget assumptions made are the following:

1) The salary budget has been prepared based on the following:

1.1) The projected salary increase of 7% as contained in the Bargaining Council Agreement.

1.2) The contribution to bargaining Council levy is R3-00 per employee.
1.3) All statutory contributions have been provided for.

1.4) Vacant posts have been budgeted for but will be approved before filling.
2. General expenses were increased by 6 % where there is a need but mostly were determined by the various operational factors which must be taken into account.

3. Capital charges were calculated based on the loans/leases agreement the municipality has with financial institutions and there are no new long-term contracts envisaged as all operating capital spending is to be based on the outright purchase using own operating income. 

4. Most Capital spending is based on the furniture and equipment required for the various offices. There is only one new vehicle to be acquired in the next financial year for Disaster Management. 
5. Contributions to the leave provision has not been changed as the balance is sufficient to cover the municipality’s obligations.
2.5. Funding the Budget

The municipality has various sources of funding the budget ranging from the own income to grant funds we receive from national and provincial governments. A factor to note in this budget are the fact that the municipality’s own funding capability is diminishing due to the reduction of the tax base and limited revenue streams. This necessitates the new innovative ways of generating own funding to ensure the municipality’s sustainability. 
The municipality’s sources of funding for 2006/07 are tabled below:

2.5.1 Own Funds

1 Interest on investment



R3 000 000
2 Water & Sanitation Charges


R6 960 648
3 Other sundry income



R   72 000
2.5.2 Grant Funds

National Grants

1.
Equitable Share



            R23 274 000
3.
RSC Replacement Levy Grant


R34 444 000
4.
Municipal Systems Improvement Grant

R     735 000
5.
Municipal Finance Management grant

R     500 000
6.
Municipal Infrastructure Grant


R24 537 000
Provincial grants

1.
Spatial development




R   600 000

2.
Development Administration



R   500 000

3.
Municipal Development Information System

R   750 000

4.
Infrastructure





R  1 300 000

5.
2010 Soccer Stadium Development


R10 000 000 


Further information is attached as Supporting Table 6. 

2.6. Disclosure on Allocations Made by the Municipality

R10,357,452 is allocated for the provision of free basic water through Uthukela Water (Pty) Ltd to the areas of Utrecht and Dannhauser. 
2.7. Disclosure on Salaries, Allowances and Benefits

In terms of section 179 (3)k of the MFMA, the municipality must disclose the salaries, allowances and benefits of  all councillors, section 57 managers of the municipality, senior managers of the entity and board of directors members. To comply with this section, the disclosure is appended as Supporting Table 7.

2.8. Disclosure on Implementation of MFMA and Other Legislations

The municipality, as a low capacity municipality in terms of the National Treasury categorisation, has complied with all the required sections of the MFMA. Those that were not complied with will be phased in terms of the MFMA implementation schedule.

5.11. Budgets and SDBIPs

In terms of the MFMA Implementation calendar the Municipality is expected to prepare SDBIPs for all its senior managers. These will be prepared and submitted to Council before the start of the financial year. 

5.12. Summary of Detailed Capital Plan 

The capital budget of the municipality is funded from the grants received from the National and provincial Government. 
5.13. Budgeted Financial Statements

According to the MFMA Implementation Calendar, the municipality is expected to prepare the Budgeted Financial Statements. 

Budget Resolutions
Council resolves that 
1.
The annual budget of the Amajuba District Municipality for the financial year 2008/2009; and indicative estimates for the outer years 2009/2010 and 2010/201 as set-out in the following schedules:

1.1. Operating revenue of  R83 182 035 as reflected in Schedule 1;

1.2. Operating expenditure of  R83 182 035 035 as reflected in Schedule 2;
1.3. Capital expenditure of  R45 810 000 reflected in Schedule 3;

1.4. Capital funding of  R45 810 000 as reflected in Schedule 4;
1.5. The multi-year capital budget appropriations and associated funding as set out in Scedules 3 and 4; 

be approved to be effective from 01 July 2008.

2. The tariffs for water and sanitation remain the same as follows:

2.1
Water Supply
2.1.1
Residential



0 – 6kl


FREE



7 – 20kl

            R4.18 per kl



21 – 40kl

R4.43 per kl



41 – 60kl

R4.70 per kl



Above 60kl

R4.98 per kl

2.1.2
Business and Industrial
R4.18 per kl

(For all consumption)

2.1.3
Raw Water


R2.65 per kl

2.2 Sanitation


R4.18 per kl of water consumed
(For all customers and all consumption)


2.2.1
Emptying of Septic Tanks
R190.00 per draw/load



2.2.2
Availability Charge

R79.50 per month




(For all serviced vacant land)

3. The filling of vacant posts in the organogram be filled in line with the requirements of the department concerned after consultation with the Municipal Manager.
4. Transfer of R10,357,452 be made from Accumulated Surplus  to the Operating Budget to fund ADM Commitments to Uthukela  Water in terms of the WSP Agreement.



























