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REPORT TO COUNCIL: 25 MARCH 2009

DRAFT 2009/10 TO 2011/12 MEDIUM TERM REVENUE AND EXPENDITURE FRAMEWORK

BUDGET

1. INTRODUCTION

1.1 In terms of the Municipal Finance Management Act Section 24(1) and (2):-
        
“24(1) The municipal council must at least 30 days before the start of the budget year 

                    consider approval of the annual budget.

“24(2) An annual budget –

(a) must be approved before the start of the budget year;

(b) is approved by the adoption by the council of a resolution referred to in

                             section 17(3)(a)(i); and

(c) must be approved together with the adoption of resolutions as may be

    necessary –

                    (i) imposing any municipal tax for the budget year;

        (ii) setting any municipal tariffs for the budget year;

       (iii) approving measurable performance objectives for revenue from each

                                     source and for each vote in the budget;

                               (iv) approving any changes to the municipality’s integrated development

                                    plan; and

                               (v) approving any changes to the municipality’s budget-related policies.”

1.2 The draft MTREF budget is subjected to public hearings and further discussion at the Mayors’ Budget Roadshow scheduled in April 2009.

2.1 Budget Related Policies and Overview and Amendments,
2.1.1. 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. 

2.1.2. Amendments of Policies

The Amajuba District municipality being a low capacity municipality will be expected to implement GAMAP/GRAP by the end of the 2008/09 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. 

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).

3. BUDGET STRATEGY AND ASSUMPTIONS

In the preparation of the Revenue Expenditure budget, certain assumptions were made.

The budget is therefore based on certain fundamental assumptions and should these vary

materially, then such variations would have an effect on the budget outcomes.

Table 1 : Budget Assumptions
	Description
	2008/2009
	2009/2010
	2010/2011
	2011/2012

	NT Guidelines
	3%-6%
	3%-6%
	3%-6%
	3%-6%

	CPIX
	10.8%
	5.4%
	5.1%
	4.6%

	Salaries
	8.3%
	12%
	12%
	12%

	Free Basic Water
	6 kl p.m
	6 kl p.m
	6 kl p.m
	6 kl p.m

	Equitable Share Allocation
	57,718,000.00


	66,487,000.00


	77,255,000.00


	84,299,000.00




4. OPERATING BUDGET OVERVIEW

Table 2 : Capital and Operating Budget 2009/10 to 2011/12
DRAFT CAPITAL AND OPERATING BUDGET 2008/09 TO 2010/11SUMMA
	DRAFT OPERATING AND CAPITAL BUDGET

	
	2009/2010
	2010/2011
	2011/2012

	CAPITAL BUDGET
	73,303,000.00
	40,524,852.00
	44,375,035.00

	
	
	
	

	OPERATING BUDGET
	105,322,744.00
	106,167,754.00 
	111,330,006.00

	TOTAL BUDGET
	178,625,744.00

	149,692,607.00

	155,705,041.00



RY
5. OPERATING SALARY BUDGET 
Table 3 : RENUMERATION OF COUNCILLORS & OFFICIALS 2009/10 TO 2011/2012

	Description    
	
	 

	
	2008/2009
	2009/2010
	2010/2011
	2011/2012

	
	 
	
	
	

	 
	Officials Renumeration
	24,083,499
	       26,232,982 
	         25,158,533 
	       26,319,292 

	 
	Councillor Renumeration
	3,722,021
	         3,722,021 
	           3,911,844 
	         4,091,789 

	
	Total Salary Budget
	27,805,520
	29,955,003.00
	29,070,377
	30,411,081


6.EXECUTIVE SUMMARY OF ESTIMATES FOR MTREF BUDGET 2009-10 TO 2011/12
Table 4 : Executive Summary
	Description    
	 Current Year 
	Medium Term Revenue and Expenditure Framework

	
	 2008/2009 
	 2008/2009 
	Budget Year 
	Budget Year +1
	Budget Year +2

	
	 Original Budget  
	 Adjustment Budget 
	 2009/2010 
	2010/11
	2011/12

	REVENUE PER SOURCE
	 
	 
	 
	 
	 

	 
	Water & Sanitation-Entity
	       6,960,648 
	        8,025,407 
	         8,171,620 
	           8,588,373 
	         8,983,438 

	 
	Interest Earned-Ext Invest
	       3,000,000 
	        7,000,000 
	         7,000,000 
	           7,357,000 
	         7,695,422 

	 
	Equitable Share-FBS Portion
	     23,274,000 
	      23,274,000 
	       29,712,000 
	         36,775,000 
	       36,775,000 

	 
	Levies Replacement Grant;
	     34,444,000 
	      34,444,221 
	       36,775,000 
	         40,088,000 
	       43,699,000 

	 
	Finance Management Grant;
	          500,000 
	           500,000 
	            750,000 
	           1,000,000 
	         1,250,000 

	 
	MPCC Rural Service Centre
	                  -   
	                   -   
	                     -   
	                      -   
	           700,000 

	 
	MSIG Grant;
	          735,000 
	           735,000 
	            735,000 
	              750,000 
	           790,000 

	 
	DWAF Water Operating Subsi
	          326,000 
	           326,000 
	            165,000 
	                      -   
	                    -   

	 
	Shared Services -GIS
	          750,000 
	           750,000 
	            250,000 
	              300,000 
	           250,000 

	 
	Strategic Support
	          100,000 
	           100,000 
	            500,000 
	              467,000 
	                    -   

	 
	Special Development
	          600,000 
	           600,000 
	            250,000 
	                      -   
	                    -   

	 
	Development Administration
	          500,000 
	           500,000 
	            250,000 
	                      -   
	                    -   

	 
	DBSA Tannery ,Herbs,Marketing
	                  -   
	           519,805 
	            420,000 
	                      -   
	                    -   

	 
	Municipal development Information System
	                  -   
	        1,000,000 
	                     -   
	                      -   
	                    -   

	 
	Tender Deposits;
	             2,000 
	            14,000 
	              42,000 
	               45,000 
	             50,000 

	 
	Tele/Cellphone Cost Recovered
	           70,000 
	           200,000 
	            200,000 
	              210,200 
	           219,869 

	 
	Mig-PMU operating grant
	                  -   
	                   -   
	                     -   
	                      -   
	                    -   

	 
	MIG -Transfer from Reserve Fund
	                  -   
	        2,794,176 
	                     -   
	                      -   
	                    -   

	 
	Transfer from vote 130( Finance)
	                  -   
	           500,000 
	                     -   
	                      -   
	                    -   

	 
	Skills Development Levy
	                  -   
	            25,740 
	              50,000 
	               52,550 
	             54,967 

	 
	Professional Fees:Transfer from Reserve Fund
	          420,264 
	                   -   
	                     -   
	                      -   
	                    -   

	 
	Disaster Management Grant 
	          700,000 
	           700,000 
	                     -   
	                      -   
	                    -   

	 
	Dwaf Operating Subsidy-Transfer from Reserve Fund
	          982,671 
	           982,671 
	                     -   
	                      -   
	                    -   

	 
	Accumulated Surplus -Transfer from Fund
	     10,357,452 
	      23,354,238 
	       20,052,124 
	         10,534,632 
	       10,862,310 

	 
	Capital Developmwnt Fund -Transfer from Fund
	       2,440,000 
	        2,000,000 
	                     -   
	                      -   
	                    -   

	TOTAL DIRECT OPERATING INCOME
	   86,162,035 
	  108,345,258 
	    105,322,744 
	     106,167,755 
	   111,330,006 

	
	
	
	
	
	
	

	
	 EXPENDITURE PER CATERGORY
	
	
	
	
	

	 
	Salaries , Wages &  Allowances
	     20,096,589 
	      24,083,499 
	       26,232,982 
	         25,158,533 
	       26,319,292 

	 
	Renumeration of Councillors
	       3,502,097 
	        3,722,021 
	         3,722,021 
	           3,911,844 
	         4,091,789 

	 
	Depreciation
	       1,570,000 
	        1,570,000 
	         1,615,000 
	           1,671,865 
	         2,025,771 

	 
	Repairs & Maintenance
	       1,031,320 
	        2,049,604 
	         2,236,858 
	           1,299,938 
	         1,359,735 

	 
	Capital Costs-External Interest
	          100,733 
	            30,400 
	              32,000 
	               33,632 
	             35,179 

	 
	General Costs
	     54,764,496 
	      75,509,733 
	       70,383,883 
	         72,935,842 
	       76,288,960 

	 
	Operating Projects
	 
	 
	 
	 
	 

	TOTAL DIRECT OPERATING EXPENDITURE
	   81,065,235 
	  106,965,258 
	    104,222,744 
	     105,011,654 
	   110,120,725 

	 
	Contributions to capital
	       4,866,800 
	                   -   
	                     -   
	                      -   
	                    -   

	 
	Contributions to funds
	          230,000 
	        1,380,000 
	         1,100,000 
	           1,156,100 
	         1,209,281 

	 
	Transfer to /from Reserves
	 
	 
	 
	 
	 

	TOTAL  OPERATING EXPENDITURE
	   86,162,035 
	  108,345,258 
	    105,322,744 
	     106,167,754 
	   111,330,006 

	 
	Surplus/(Deficit)
	0
	0
	0
	0
	0


7. 2009/10 OPERATING REVENUE  BY VOTE
TABLE 5:OPERATING REVENUE
	
	Medium Term Revenue and Expenditure Framework

	Description    
	Budget Year 
	Budget Year +1
	Budget Year +2

	
	 2009/2010 
	2010/11
	2011/12

	OPERATING REVENUE BY VOTE
	 
	 
	 

	 
	Executive and Council
	57,935,744.00
	55,898,004.62
	56,620,747.76

	 
	Office of the Municipal Manager
	-
	-
	-

	 
	Corporate Services
	250,000.00
	262,750.00
	274,836.50

	 
	Community Services
	-
	-
	-

	 
	Financial Services
	45,302,000.00
	49,240,000.00
	53,484,422.00

	 
	Technical Services
	165,000.00
	-
	-

	 
	Thusong Service Centre
	-
	-
	700,000.00

	 
	Development and Planning
	1,670,000.00
	767,000.00
	250,000.00

	 
	Disaster Management Centre
	-
	-
	-

	TOTAL OPERATING REVENUE BY VOTE
	105,322,744
	106,167,755
	111,330,006
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8.OPERATING EXPENDITURE BY VOTE

TABLE 6 OPERATING EXPENDITURE
	
	Medium Term Revenue and Expenditure Framework

	Description    
	Budget Year
	Budget Year +1
	Budget Year +2

	
	 2009/2010 
	2010/11
	2011/12

	OPERATING EXPENDITURE BY VOTE
	 
	 
	 

	 
	Executive and Council
	       30,590,804.00 
	      31,113,315.22 
	      32,542,595.72 

	 
	Office of the Municipal Manager
	       13,477,060.00 
	      13,073,878.97 
	      13,677,546.79 

	 
	Corporate Services
	        7,452,918.00 
	        7,822,816.82 
	        8,473,466.39 

	 
	Community Services
	        9,139,037.00 
	        8,554,127.89 
	        8,947,617.77 

	 
	Financial Services
	        7,761,933.00 
	        8,142,491.58 
	        8,503,246.20 

	 
	Technical Services
	        8,237,174.00 
	        8,657,269.87 
	        9,055,504.29 

	 
	Thusong Service Centre
	        2,236,157.00 
	        2,297,090.91 
	        2,402,757.10 

	 
	Development and Planning
	       16,795,027.00 
	      17,410,599.19 
	      18,212,049.33 

	 
	Disaster Management Centre
	        9,632,634.00 
	        9,096,162.69 
	        9,515,220.44 

	 
	Uthukela Water  Pty -Entity
	                  -   
	                 -   
	                 -   

	TOTAL OPERATING EXPENDITURE BY VOTE
	 105,322,744 
	  106,167,754 
	  111,330,006 
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9. FUNDING OF THE BUDGET

9.1 Grants included in the Budget in terms of the 2009 DORA Report

	 
	 2008/2009 
	Budget Year 
	Budget Year +1
	Budget Year +2

	GOVERNMENT GRANTS & SUBSIDIES - ALLOCATIONS
	 Actual 
	 2009/2010 
	2010/11
	2011/12

	National Grant Allocations2
	 
	 
	 
	 

	1. Municipal Infrastructure Grant
	     24,537,000 
	       30,639,000 
	         36,002,000 
	      30,908,000 

	2. Municipal Systems Improvement Grant
	         735,000 
	            735,000 
	             750,000 
	           790,000 

	3. Financial Management Grant
	         500,000 
	            750,000 
	          1,000,000 
	        1,250,000 

	4. Equitable Share
	     23,274,000 
	       29,712,000 
	         37,167,000 
	      40,600,000 

	5. RSC Levies Replacement
	     34,444,221 
	       36,775,000 
	         40,088,000 
	      43,699,000 

	6.DWAF Water Operating Subsidy
	         326,000 
	            165,000 
	                      -   
	                   -   

	7.Backlogs in Clinics & School
	      2,350,000 
	         2,250,000 
	                      -   
	                   -   

	9.Emandlangeni Bulk Water Supply
	      9,000,000 
	       12,919,000 
	          2,493,000 
	      12,030,000 

	Sub Total - National Grant Allocations
	   86,166,221 
	   113,945,000 
	     117,500,000 
	  129,277,000 

	Provincial Grant Allocations2
	 
	 
	 
	 

	2010 Base Camp and Academy
	     10,000,000 
	         5,963,000 
	                      -   
	                   -   

	Tousong Rural Service Centre Grant
	                  -   
	 
	                      -   
	           700,000 

	.Library Services
	                  -   
	            750,000 
	             500,000 
	                   -   

	Strategic Support-Growth Development Summit
	         100,000 
	            500,000 
	             467,000 
	           610,000 

	Spatial Development
	         500,000 
	            250,000 
	                      -   
	                   -   

	Development Administration
	         500,000 
	            250,000 
	                      -   
	 

	Shared Services -GIS
	         750,000 
	            250,000 
	             300,000 
	           250,000 

	Infrastructure-Intergrated Development Capacity Building
	      1,300,000 
	         4,010,000 
	 
	 

	District Informations System -MIG Intergartion
	      1,000,000 
	 
	 
	 

	24.Motor Vechicle Licence Fee
	 
	             63,000 
	               66,000 
	            70,000 

	Sub Total - Provincial Grant Allocations
	   14,150,000 
	     12,036,000 
	         1,333,000 
	      1,630,000 

	Other Grant Allocations
	 
	 
	 
	 

	2. DBSA -LED Support Grant
	     519,804.60 
	420,000
	 
	                   -   

	Sub Total - Other Grant Allocations
	   519,804.60 
	     420,000.00 
	                      -   
	                   -   

	TOTAL GRANT ALLOCATIONS
	 100,836,026 
	   126,401,000 
	     118,833,000 
	  130,907,000 


10. CAPITAL BUDGET BY VOTE 2009/2010

	CAPITAL EXPENDITURE BY VOTE
	Medium Term Revenue and Expenditure Framework

	
	Budget Year 
	Budget Year +1
	Budget Year +2

	
	 2009/2010 
	2010/11
	2010/11

	 
	Executive and Council
	            20,000.00 
	            30,000.00 
	            40,000.00 

	 
	Office of the Municipal Manager
	          120,000.00 
	          126,120.00 
	          131,921.52 

	 
	Corporate Services
	       3,312,000.00 
	          638,732.00 
	          645,113.67 

	 
	Community Services
	          600,000.00 
	          105,000.00 
	          110,000.00 

	 
	Financial Services
	            80,000.00 
	                       -   
	                       -   

	 
	Technical Services
	     12,260,000.00 
	          190,000.00 
	          240,000.00 

	 
	Thusong Service Centre
	            30,000.00 
	            40,000.00 
	            50,000.00 

	 
	Development and Planning
	          300,000.00 
	          350,000.00 
	          200,000.00 

	 
	Disaster Management Centre
	            50,000.00 
	            50,000.00 
	            20,000.00 

	 
	SUB TOTAL :BASIC CAPITAL
	  16,772,000 
	    1,529,852 
	    1,437,035 

	 
	Ad hoc Capital : Sports Facilities
	     5,963,000 
	                 -   
	                 -   

	 
	Ad hoc Capital :DWAF Projects- Backlogs in Water and Sanitation at schools and clinics 
	    15,169,000 
	      2,493,000 
	    12,030,000 

	 
	Ad hoc Capital : Infrastructure
	     4,010,000 
	                 -   
	                 -   

	 
	Ad hoc Capital : Water and Sanitation
	    30,639,000 
	    36,002,000 
	    30,908,000 

	 
	Ad hoc Capital ; Library Building Projects
	        750,000 
	         500,000 
	                 -   

	 
	Ad hoc Capital : MIG allocation
	 
	 
	 

	 
	SUB TOTAL :INFRASTRUCTURE CAPITAL
	  56,531,000 
	  38,995,000 
	  42,938,000 

	 
	CAPITAL EXPENDITURE BY VOTE
	  73,303,000 
	  40,524,852 
	  44,375,035 


11. UTHUKELA WATER –MUNICIPAL ENTITY

	Description    
	Medium Term Revenue and Expenditure Framework

	
	Budget Year 
	Budget Year +1
	Budget Year +2

	
	 2009/2010 
	2010/11
	2011/12

	REVENUE PER SOURCE
	 
	 
	 

	 
	Water & Sanitation-Entity
	        8,171,620 
	       8,588,373 
	         8,983,438 

	 
	Equitable Share-FBS Portion
	      18,700,000 
	     19,653,700 
	       20,557,770 

	 
	Dwaf Operating Subsidy
	                   -   
	                  -   
	                    -   

	 
	Dwaf Operating Subsidy:Transfer from Amajuba DM Reserve Fund
	                   -   
	                  -   
	                    -   

	 
	Accumulated Surplus -Transfer from Amajuba DM
	                   -   
	                  -   
	                    -   

	 
	Interest Received-Internal
	                   -   
	                  -   
	                    -   

	TOTAL DIRECT OPERATING INCOME
	    26,871,620 
	   28,242,073 
	     29,541,208 

	 
	 
	 
	 
	 

	 EXPENDITURE PER CATERGORY
	 
	 
	 

	 
	Salaries , Wages &  Allowances
	      10,028,429 
	     10,539,879 
	       11,024,713 

	 
	Renumeration of Councillors
	                   -   
	                  -   
	                    -   

	 
	Depreciation
	                   -   
	                  -   
	                    -   

	 
	Repairs & Maintenance
	        3,480,945 
	       3,658,473 
	         3,826,763 

	 
	Capital Costs-External Interest
	        2,176,472 
	       2,287,472 
	         2,392,696 

	 
	Bulk Purchases
	        1,655,498 
	       1,739,928 
	         1,819,965 

	 
	General Costs
	        7,107,208 
	       7,469,676 
	         7,813,281 

	 
	Operating Projects
	 
	 
	 

	TOTAL DIRECT OPERATING EXPENDITURE
	    24,448,552 
	   25,695,428 
	     26,877,418 

	 
	Contributions to capital
	 
	                  -   
	                    -   

	 
	Contributions to funds
	          985,231 
	       1,035,478 
	         1,083,110 

	TOTAL  OPERATING EXPENDITURE
	    25,433,783 
	   26,730,906 
	     27,960,528 

	 
	Surplus/(Deficit)
	      1,437,837 
	     1,511,167 
	       1,580,680 


12. Considering the income envelope to fund the budgeted expenditure the following tariff

     increases have been applied for the 2009/2009 MTREF period.

    The tariffs for water and sanitation increases as follows:

2.1
Water Supply ( 8%)
2.1.1
Residential
                                                  2008                 2009


0 – 6kl


            FREE                        FREE


7 – 20kl

            R4.18 per kl                R4.51 kl


21 – 40kl

           R4.26 per kl                R 4.60 kl


41 – 60kl

           R4.34 per kl                 R4.69 kl


Above 60kl
                        R4.43 per kl                 R4.78 kl
2.1.2
Business and Industrial
            R4.37 per kl                 R4.72 kl

(For all consumption)

2.1.3
Raw Water


             R2.65 per kl             2.86 kl
2.2 Sanitation


            R4.18 per kl of water consumed

(For all customers and all consumption


2.2.1
Emptying of Septic Tanks
        R205.00 per draw/load


2.2.2
Availability Charge

           R85.87 per month



(For all serviced vacant land)
10. RECOMMENDATIONS

It is recommended that: -

1. The annual budget for the financial year 2009/10; and the indicative budget for the

    two projected outer years 2010/11 and 2011/12 be approved as set out in the following annexures: -

(a)  Annexure 1 – National Treasury Tables 1 to 9
2. Approval be granted for the increase in tariffs and charges with effect from 1 July 2009 
    in respect of the following: -

(a) Service Tariffs

(b)Sewerage 8%

(c)Water 8%

                        (e) Miscellaneous tariffs as set out in the tariff book

  
3. That free basic water be granted to a registered indigent of 6Kl per month.

4. That the Accounting Officer advertise the Council’s 2009/10 budget for

                 any objections.

FOR CONSIDERATION

_____________________










