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3 BUDGET RELATED RESOLUTIONS 
 
Budget for 2012/13 

 
3.1 Council resolves that the multi-year annual budget of capital and operating expenditure 

for 2012/2013 and the indicated two outer years of 2013/2014 and 2014/2015  be 

approved  as set out by the following amended tables: 

 Table A1 Budget summary 

 Table A2 :  Budgeted financial performance (revenue and expenditure by 

standard classification) 

 Table A3 :  Budgeted financial performance (revenue and expenditure by 

municipal vote) 

 Table A4 :  Budget financial performance (revenue and expenditure) 

 Table A5 :  Budgeted capital expenditure by vote and funding 

 Table A6 :  Budgeted financial position 

 Table A7 :  Budgeted cash flows 

 Table A8 :  Cash backed reserves / accumulate surplus reconciliation 

 Table A9 :  Asset management 

 

 Table SA 36 : Budgeted capital expenditure by programme name 

 

Multi Year Capital Budget 

 

3.2 Council resolves that multi-year capital appropriations by vote and associated funding 

reflected in Table A5 be approved. 

 

Property Rates and other Municipal Tax 

3.3. That, in terms of section 24 of the Local Government Municipal Property Rates Act, 

Act 6 of 2004, rates differentiating among the different categories of properties 

determined by the actual use, the zoning and/or permitted use of properties, for 

property tax be levied on market value of all rateable properties within the municipal 

area for the financial year 1 July 2012 to 30 June 2013, provided that rebates, as 

indicated, on application be allowed:. 
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Tariffs and Charges 

3.4 Council resolves that the following tariffs and charges be applied. 
 

SCHEDULE OF MUNICIPAL TARIFFS 
 

Service Type Category of user/users Tariffs 2011-2012 Proposed 
Increase/ 
Decrease 

New Tariffs 
2012-2013 

Property Rates Domestic R0.008 None R0.008 
Business R0.0125 None R0.0125 
Government R0.03 None R0.03 

Senior citizens 
with property 
valued less than 
R200.000.00 
 

 R1600.00 per 
annum 

None R1600.00 per 
annum 

Refuse Removal Domestic R60.00 None R60.00 
Government R90.00 None R90.00 

Business R90.00 None R90.00 
Burial and 
Cemeteries 

Single Grave once off R100.00 None R100.00 
Double grave once off R190.00 None R190.00 
Renewal fee for Double 
grave & Single grave 

R50.00 None R50.00 

Library 
Membership Fee 

 R50 per annum None R50 per annum 

Rental Office Large Businesses R78.65 per 
square meter 

None R78.65 per 
square meter 

Small Businesses R30.25 per 
square meter 

None R30.25 per 
square meter 

Rental :Municipal 
Hall 

Independently (Private use) R55.00 per hour None R55.00 per hour 

Business & Government R100.00 per hour None R100.00 per hour

Building Plan fees Commercial, industrial 
Government 

R5.00 per 
square meter 
 

None R5.00 per 
square meter 
 

Low cost funded by DPT of 
human settlement 
 

R5.00 per 
square meter 
 
 

None R5.00 per 
square meter 
 
 

Residential by individual 
owners 

R4.00 per 
square meter 
 

None R4.00 per 
square meter 
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Administration for  
alteration in the existing 
building (extending, fitting 
of glasses.etc) 

R250.00 None R250.00 

PENALTY-Administration for 
as built plans 

R300.00 None R300.00 

Trading Tariffs Hawkers 
• Fruit & Vegetables 

• Clothing 

 

 
R50.00 per 
annum 
Renewal R20.00 
per annum 
 
 
R70.00 per 
annum 
 
Renewal R50.00 
per annum 
 

None  
R50.00 per 
annum 
Renewal R20.00 
per annum 
 
 
R70.00 per 
annum 
 
Renewal R50.00 
per annum 
 

Business Licences , 
General dealers & 
Taverns 

R500.00 per 
annum 
 
Renewal 
R250.00 per 
annum 

None R500.00 per 
annum 
 
Renewal 
R250.00 per 
annum 

Shebbens, Public Phones, 
Bookshops & Tuck shops 

R450.00 per 
annum 
 
Renewal 
R200.00 per 
annum 

None R450.00 per 
annum 
 
Renewal 
R200.00 per 
annum 

Advertising 1.5 m x 3.0m 
 

R120.00 per 
structure per 
month 

None R120.00 per 
structure per 
month 

3.0m x 6.0m R209.00 per 
structure per 
month 
 

None R209.00 per 
structure per 
month 
 

Clearance 
certificate 

 R10 None R10 

Pound Fees 
 
 
 
 
 
 
 

Pound fee-(Livestock small 
and Large) 

R45.00 per head 
for impounding 
and additional  
R25.00 for 12hrs 
per head 

None R45.00 per head 
for impounding 
and additional  
R25.00 for 12hrs 
per head 



 

Ntabankulu Annual Budget Page 8 
 

 

Waste Removal  R150.00  None R150.00  

Garden Waste 
Removal Fees 

 R120.00 None R120.00 

Spot fines for 
illegal dumping 

Households R200.00 None R200.00 

 General Practitioners 
(Surgeries & Clinics) 

R500.00 None R500.00 

Business entities R300.00 None R300.00 

Honey Sucker Residential R80.00 per load None R80.00 per load 

Religious 
 

R80.00 per load 
plus R5.80 per 
kilometer 
 

None R80.00 per load 
plus R5.80 per 
kilometer 
 

Government & Business R100.00 per 
load plus R5.80 
per kilometer 
 

None R100.00 per 
load plus R5.80 
per kilometer 
 

Services 
rendered by 
Traffic 

Copy of accidents report 
from OAR/AR 

R50.00 search 
fee & R8.00 per 
page 

None R50.00 search 
fee & R8.00 per 
page 

Furnishing of information to 
3rd party of person involved 
in an accident or witness 

R70.00 for 
accident report 
with all 
information 
 

None R70.00 for 
accident report 
with all 
information 
 

Sketch plan & photographs 
of a motor vehicle involved 
in an accident  

R255.00 per 
sketch plan 
R405.00 per 
scale plan 

None R255.00 per 
sketch plan 
R405.00 per 
scale plan 
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Measurable Performance Objectives 
 
3.5 Council resolves that the measurable performance objectives for revenue from each 

source and for each vote reflect the annual budget. 

 

Integrated Development Plan 

3.6 Council resolves to approve the publication of the 2012/2017 Integrated 

Development Plan.  

  

Budget Related Polices  

3.7 Council resolves that the following Budget polices be approved. 

 Indigent Policy for 2012/2013 

 Investment Policy for 2012/2013 

 Property Rates Policy for 2012/2013 

 Property Rates By-law for 2012/2013 

 Write Off Policy for 2012/2013 

 Fraud Prevention policy for 2012/2013 

 Asset Management Policy for 2012/2013 

 

 

Cashflow  

3.8 Council resolves that the projects identified for electrification and solid waste 

management are subject to funds available from grants in respect of Integrated 

National Electrification Programme (Municipal) Grant and Expanded Public Works 

Programme Incentive Grant for Municipalities. 
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4 THE BUDGET 
 
This section contains an Executive Summary of the annual budget, highlighting the processes 

and assumptions which lead to the compilation of the  annual budget. 

 

4.1 Executive Summary 

 

Overview 

The budget process is governed by the Municipal Finance Management Act 56 of 2003 and 

the Municipal Systems Act 32 of 2000. The objective process is to ensure good governance 

and accountability and enables the municipality to involve residents and other stakeholders 

in the budgeting process. 

 

The Local Government Municipal Finance Management, Act 56 of 2003. 

 

24 (1) The council of a municipality must at least 30 days before the start of the budget year 
consider approval of the annual budget. 

 

(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) 

(c) Must be approved together with the adoption of resolutions as may be necessary. 
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4.1.2 Key assumptions  

 

4.1.2.a National Treasury provided guidance in MFMA Circular No. 58 issued in terms of 

Municipal Finance Management Act No. 56 of 2003 regarding inflation:- 

 

Fiscal year   2010   2011   2011/12  2012/13  2013/14 

Actual   Estimate    Forecast 

 

Headline CPI Inflation 3.3%   5.0%   5.4%   5.6%   5.4% 

 

4.1.2.b The inflation rate to be used for calculating wage increases 

 

The period of the salary and Wage Collective Agreement 2009/10 to 2011/2012 has come to 

an end. In the absence of other information from the South African Local Government 

Bargaining Council, we have utilised the previous year National Treasury benchmarking to 

calculate the salary adjustment which is 6.08% 

Note that Municipal Managers and those employees appointed as managers directly 

accountable to the Municipal Managers in terms of Section 57(6) if the Municipal Systems Act 

32 of 2000 are included in the above mentioned calculation in which 6.08% has been utilised.  

 

 

4.1.2.c  For the period 1 July 2012 to 30 June 2013, Eskom will increase the municipal tariff rates 

for bulk electricity by 27.06 per cent. 

 

 

4.1.3 National Treasury guide lines in terms of allocations 

 

MFMA Circular No. 55 states: 

 

 Mayor’s discretionary funds and similar discretionary budget allocations 

It has been observed that many municipal budgets contain sub-votes or allocations to 

“Mayoral Discretionary Funds”, “Special Projects”, “Special Events” or similar discretionary 

type funds. 

 

 National Treasury regards these types of allocations as a bad practice because: 

 It is not clear how they are aligned to the constitutional requirement that 

municipalities structure their budgeting and planning processes to give priority to the 
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basic needs of the community, and to promote the social and economic 

development of the community (see section 153(a) of the Constitution); 

 They do not provide for the appropriation of funds for the purposes of a department 

or functional area of the municipality (see the definition of ‘vote’ in section 1 of the 

 MFMA); 

 They undermine the budget consultation processes since the intended use of the 

 funds is not transparently reflected in the tabled budget; and 

 There is a risk that they may be abused for personal gain or to improperly benefit 

 another person or organisation. 

 

Therefore National Treasury discourages allocations of this nature. Good budget practice 

requires that a municipal budget should transparently indicate the purposes and areas where 

municipal funds (i.e. public funds) are to be allocated. 

 

Further key issues to be noted in MFMA Circular No. 55 are set out in ANNEXURE A 
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4.2 BUDGET SCHEDULES 
 
 
 
4.2.1 Table A1 : Budget summary  
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4.2.2 Table A2 : Budgeted financial performance (revenue and expenditure 
by standard classification) 
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Table A3 : Budgeted financial performance (revenue and expenditure by 
municipal vote) 
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4.2.4 Table A4 : Budget financial performance (revenue and expenditure) 
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4.2.5 Table A5 : Budgeted capital expenditure by vote and funding 
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4.2.6 Table A6 : Budgeted financial position 
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4.2.7 Table A7 : Budgeted cash flows 
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4.2.8 Table A8 : Cash backed reserves / accumulate surplus reconciliation 
 

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
4.2.9 Table A9 : Asset management 
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4.2.10 Table SA36 : Capital Budget 
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5 Budget Process Overview 
 
5.1 Background 
 
Integrated Development Planning is a process through which municipalities prepare a 

strategic development plan which extends over a five-year period. The Integrated 

Development Plan (IDP) is a product of the IDP process. The NLM IDP is the principal strategic 

planning instrument which guides and informs all planning, budgeting, management and 

decision-making processes in the municipality.  Through Integrated Development Planning 

which necessitates the involvement of all relevant stakeholders, a municipality: 

• Identifies its key development priorities; 

• Formulates a clear vision, mission and values; 

• Formulates appropriate strategies; 

• Develops the appropriate organisational structure and systems to realise the vision and 

mission; and 

• Aligns resources with the developmental priorities. 

 

In terms of the Systems Act, all municipalities have to undertake an IDP process to produce 

IDPs.  As the IDP is a legislative requirement it has a legal status and supersedes all other plans 

that guide development at local government level.   

 

In a nutshell, the IDP process entails an assessment of the existing level of development and 

the identification of key development priorities. The vision and mission statements for the long-

term development flow from the aforesaid, with specific reference to critical developmental 

and internal transformational needs. The development strategies and objectives will be 

directed at bridging the gap between the existing level of development and the vision and 

mission. A very critical phase of the IDP process is to link planning to the municipal budget (i.e. 

allocation of internal or external funding to the identified projects); because this will ensure 

that the IDP directs the development and implementation of projects.  

 

During the past nine years we have made definite progress in enabling the people of this 

region to enjoy the fruits of liberation and democracy.  We have seen substantial 

improvements made in providing healthcare, building houses and providing sanitation and 

the bucket system has been eradicated.  We have laid a solid foundation and are on course 

to improving the lives of our communities. As we celebrate the change in our communities, 

we are also aware of the many challenges we still face.  Our fight against poverty and 
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underdevelopment will be further intensified. Our responsibility as a sphere of government is 

to ensure that the quality of life of all who live and work in Ntabankulu is improved.  We will 

continue to engage in both progressive and meaningful discussions with our communities to 

shape a clear path from which governance and development will draw guidance and 

direction.  The council will continue to pursue and encourage community participation 

programmes, to ensure that our plans are in line with community needs.   

We have a responsibility to contribute to the process of transforming the lives of our people 

from the conditions of abject poverty and underdevelopment. In our fight against poverty 

and underdevelopment, we are committed to ensuring that equitable service delivery 

becomes the norm in Ntabankulu. For this reason NLM has to focus inter alia, on the following: 

• Build sustainable communities by paying special attention to health education, service 

delivery, human settlements, environment and safety; 

• Develop infrastructure to equalise services upgrade and ensure accessibility and unity in 

Ntabankulu; 

• Grow the economy to be linked with the national and provincial economies, empower 

the people of the region and build required skills; and 

• Developing and implementing integrated plans and strategies for economic and social 

development; service delivery; infrastructure development; provision of basic services; 

human development; safety and security; participatory governance; youth 

development; women empowerment; building integrated and sustainable communities 

and protection of the environment. 
 

DEVELOPMENT OF THE INTEGRATED DEVELOPMENT PLAN 

Guiding Principles 
 

The development of the Integrated Development Plan (IDP) in terms of the Municipal Systems 

Act was guided and informed by the following principles: 

• It must support and work towards achieving the Vision, Mission, Values and the Strategic 

Priorities of the NLM; 

• Focus on service delivery in terms of the eradication of backlogs and the maintenance of 

infrastructure; 

• Address community priorities (needs) as identified in the 2012-2017 IDP as well as newly 

identified priorities; and 

• The review of the IDP focused on formulating measurable performance indicator targets 

for five, three and one year. These targets informed the preparation of the multi-year 

budgets, as well as the draft SDBIP. 
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• All departmental plans have been submitted via the IDP Steering Committee Meetings to 

the Council Strategic Session Steering Committees for formal approval. This must go hand-

in-hand with the departmental draft budgets and SDBIP. 
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The deadlines in the process plan for the Development of the 2012/2017 IDP and preparation of the Multi-Year Budget for the 2012/13 year is 

reflected below: 

NO PRIORITY AREA ACTIVITY PURPOSE RESPONSIBLE 
PERSON 

TARGET DATE 

 Phase 0: Preparation: July – Aug 2011 
1 IDP, Budget, SDBIP and PMS Obtain District Framework Alignment of plans 

with the district 
municipality 

IDP and PMS 
Coordinator 

15 Jul 11 

2 IDP, Budget, SDBIP and PMS Prepare IDP, Budget, SDBIP and 
PMS Process Plan 

To guide planning, 
drafting and adoption 
of reviewed IDP, 
Budget, SDBIP and 
PMS 

IDP and PMS 
Coordinator 

29 Jul 11 

3 IDP, Budget, SDBIP and PMS Present Draft Process Plan to 
Council Strategic Session/IDP 
Steering Committee 

To set platform to 
determine objectives, 
roles and 
responsibilities for all 
role players for 
2012/2017 IDP, Budget, 
SDBIP and PMS  
process 

IDP and PMS 
Coordinator/ 
Strategic Manager 

2 -5 Aug 11 

4 IDP, Budget, SDBIP and PMS Present Process plan to EXCO 
and Council 

Approval of the 
process plan by 
Council 

Council/MM 29 Aug 11 

 Phase 1 Analysis: Sept – Oct 2011 
5 IDP, Budget, SDBIP and PMS Submission of IDP Process plan to 

the district 
Alignment of plans 
and uphold 
cooperative 
governance 

Strategic Manager 05 Sep 11 

6 IDP, Budget, SDBIP and PMS Submission of IDP Process plan to 
the DLGTA.  

Alignment of IDP and 
Budgeting processes 
with the Provincial and 
National Budgeting 
processes. 

Strategic Manager 05 Sept 11 
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7 IDP, Budget, SDBIP and PMS Advertise IDP Process Plan to 
public  

Solicit Public input on 
the IDP process plan  

IDP and PMS 
Coordinator 

5 Sep 11 

8 Community Based Planning Community Based Planning Conduct Workshop on 
Community Based 
Planning: Ward 
Committees, Ward 
Councillors, Traditional 
Leaders and all other 
major role players 

Strategic Manager 8 Sept 11 

9 IDP, Budget, SDBIP and PMS Community Based Planning Conduct community 
based planning to 
collect data from 
ward 1 - 18 

IDP and PMS 
Coordinator 

12-30 Sep 11 

10 PMS Management Meeting: PMS 
Progress Reporting 11/12 Quarter 
1 

Evaluate 
Achievement of 
targets of identity 
service delivery gaps 

MM/Managers 3-4 Oct 11 

11 PMS Standing Committee Meeting: 
PMS Progress Reporting 11/12 
Quarter 1 

Evaluate 
Achievement of 
targets of identity 
service delivery gaps 

Managers/ Portfolio 
Heads 

5-7 Oct 11 

12 PMS EXCO Meeting: PMS Progress 
Reporting 10/11 Quarter 1 

Evaluate 
Achievement of 
targets of identity 
service delivery gaps 

MM/EXCO 11 Oct 11 

13 PMS Council Meeting: PMS Progress 
Reporting 10/11 Quarter 1 

Evaluate 
Achievement of 
targets of identity 
service delivery gaps 

MM/COUNCIL 21 Oct 11 

14 IDP and IGR Coordinate 1st IDP Steering 
Committee/Intersectoral Forum 

Presentation 1st and 
2nd Quarter 11/12 
Progress Reports 
Reports by 
Departments, and 1st 
11/12 Quarterly report 
by NLM 

MM/Sub-sector 
Forum 

28 Oct 11 
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   Phase 2: Objectives and Strategies: Nov – Dec 2011  
15 IDP Consolidate reports from 

departments and NLM 
To inform situational 
analysis 

IDP and PMS 
Coordinator 

3 Nov 11 

16 IDP Review situational analysis 
(sector and spatial planning) 

To inform 2012/17 IDP 
objectives and 
strategies and projects 

IDP and PMS 
Coordinator and 
Strategic Manager 

7 Nov 11 

17 IDP IDP Representative Forum Sector department 
engagement  

IDP and PMS 
Coordinator 

15 Nov 11 

18 Budget Coordinate Workshop on review 
budget policies, tariff by-laws 

Budget policy 
guidelines and tariff 
policy to and 
approval by council 

MM/CFO/Council 17  Nov 11 

19 IDP 2nd IDP Steering 
Committee/Intersectoral forum 

Situational Analysis 
Draft 2012/13 Plan and 
Budget 

MM/Sub-sector 
forum 

9 Dec 11 

   Jan – Mar 2012 
20 Budget and PMS Management Legotla  2010/11 Annual 

Report, 
2011/12 Half year 
report and Adjustment 
Budget,  
SDBIP Turnaround 
Presentation and 
adoption of audit 
findings and action 
plan 

MM, CFO, Council 11 - 13 Jan 12 

21 SDBIP and PMS Standing committee meeting: 
PMS Reporting Quarter 1 and 2, 
and SDBIP Turnaround 
 
 

Six months progress 
reports and 2011/12 
SDBIP Turnaround 

Managers, Portfolio 
Heads 

16 -19 Jan 12 
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22 Budget and PMS Extended EXCO Legotla  2010/11 Annual 
Report, 
2011/12 Half year 
report and adjustment 
budget, SDBIP 
Turnaround 

MM, CFO, EXCO 23 - 24 Jan 12 

20 SDBIP and PMS Council Meeting Adoption of 2010/11 
Annual Report, 
2011/12 Six months 
PMS Reporting, SDBIP 
Turnaround and 
Adjustment Budget 

MM, IDP and PMS 
Coordinator, 
Strategic Manager 

2 Feb 12 

22 IDP and Budget Extended IDP Steering 
Committee/Intersectoral forum 

Progress Reports by 
Departments, final 
plans and budgets 
from Departments, 
review objectives and 
strategies 

MM, Intersectoral 
forum 

21-24 Feb 12 

23 IDP and Budget 1st Council Strategic Session Prepare Draft IDP and 
Budget 

MM, CFO, Council 29 Feb - 2 Mar12 

24 IDP, Budget and PMS Council Meeting Tabling and Adoption 
of Draft IDP and 
Budget, Quarter 3 PMS 
Reporting 

MM, Council 28 Mar 12 

 Phase 3: Projects: April  2012 
25 PMS Management Meeting: PMS 

Progress Reporting 2011/12 
Quarter 3 

Evaluate achievement 
of targets and identify 
service delivery gaps 

MM, Managers 2-3 Apr 12 

26 IDP and Budget Advertise Draft IDP and Budget 
for public comment, and public 
consultation 

Solicit public 
comments on the 
draft IDP and Budget 

IDP and PMS 
Coordinator and 
Strategic Manager 

5-20 Apr 12 

27 IDP and Budget Send copies of IDP and Budget 
to relevant stakeholders 

Furnish the MEC for 
local government with 
copies of the IDP and 
Budget for assessment 
and comments 

IDP and PMS 
Coordinator 

5 Apr 12 
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28 PMS Standing committee meeting: 
PMS Progress Reporting 2011/12 
Quarter 3 

Evaluate achievement 
of targets and identify 
service delivery gaps 

MM, Portfolio Heads 10-13 Apr 12 

29 PMS EXCO: PMS Progress Reporting 
2011/12 Quarter 3 

Evaluate achievement 
of targets and identify 
service delivery gaps 

MM, EXCO 20 Apr 12 

30 IDP IDP Rep. Forum Report on revised 
objectives, strategies 
and draft budget 

IDP and PMS 
Coordinator, 
Strategic Manager 

26 Apr 12 

31 IDP Consolidate Inputs To Inform 2012/2017 
Priority Projects 

IDP Coordinator 30 Apr 11 
 

 Phase 4: Integration: May 2012 
32 SDBIP SDBIP Session Strategic Planning for 

2012/13, Risk register 
MM, Managers 2-4 May 12 

33 IDP, Budget, SDBIP and PMS Council Strategic Session 2 Evaluate achievement 
of targets and identify 
service delivery gaps 
Quarter 1-3, alignment 
of IDP Objectives, 
strategies and projects 
with budget, policies 
and by-laws 

MM, Council 8-11 May 12 

34 IDP, Budget, SDBIP and PMS Council Meeting 2012/17 IDP, Budget, 
SDBIP, PMS, Policies 
and By-laws 

MM, Council 25 May 12 

 Phase 5: Approval: June 2012 
35 PMS 2012/13 Performance 

Management Contracts and 
Score cards 

Performance 
Management 

Corporate Services 
Management, IDP 
and PMS 
Coordinator 

15 Jun 12 
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Note 1: The IDP/Budget also refers to all other IDP and Budget Related Policies to be reviewed 

and/or approved 

 

Note 2: SDBIP and Performance Contracts to be included in Budget Approval Process. 

 

 

Public Consultation and Planning 

 

In pursuing the legislative mandate and its mission, Ntabankulu Local Municipality has 

vigorously engaged community members outlining the process plan to be followed in 

developing 2012/2017 Integrated Development Plan and 2012/2015 MTEF Budget.  

 

The municipality embarked on programs that involved stakeholders in pre-planning, planning 

and implementation of the IDP, Budget, SDBIP and PMS Process Plan. On 05th August 2011the 

IDP, Budget, SDBIP, PMS process plan was presented in the IDP Engagement Session, where 

organs of state, members from religious fraternity, business sector and Ntabankulu Councilors 

were represented. This was done to solicit inputs and commitment from all stakeholders in the 

implementation of the Process plan.  

 

Ntabankulu Local Municipality Council adopted the IDP, Budget, SDBIP and PMS process plan 

on 29th August 2011, after which it was submitted to the Department of Local Government 

and Traditional Affairs, Provincial Treasury and Alfred Nzo District Municipality. The process 

plan was further published on the Daily Dispatch and Kokstad Fever to solicit inputs from all 

stakeholders. 
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6 Alignment of Budget with Integrated Development Plan 

 

The IDP, however, contains information on developmental needs submitted by the 

community that may not be covered in the Budget. There should not be an expectation that 

everything contained in the IDP is funded. There are numerous needs submitted that are not 

the responsibility of the NLM, but that of either the National or Provincial governments. 

However, these inputs will be analysed and discussed stakeholders such as government 

departments, ward committees, CDW NGO’s and private sector to refine what can be 

implemented. The funding process is based on the priorities identified in the IDP, as shown in 

the relevant tables in this document. 

 

7 Budget Related Policies Overview and Amendments 

 

Section 18 of the Municipal Finance Management Act (MFMA) states that the Budget can 

only be funded by realistically anticipated revenue to be collected, and cash-backed 

accumulated funds from previous years, which was not committed for other purposes. 

Furthermore, National Treasury Circular 42 stipulates that the Budget be managed in a full 

accrual manner reflecting a transparent budget and accounting system approach.  The 

MFMA further requires the municipality to adopt and implement a tariff policy. Council has 

approved for public participation policies for main services provided by the municipality, 

which are attached as annexures to this document.  Council is required to adopt budgetary 

provisions based on realistic anticipated revenue for the budget year from each revenue 

source as per the requirements of the MFMA (Chapter 4, 17 (1) (a) and (3) (b)). 

 

The policies to be attached are as follows: 

 

• Indigent Policy for 2012/2013 

• Investment Policy for 2012/2013 

• Property Rates Policy for 2012/2013 

• Write Off Policy for 2012/2013 

• Fraud Prevention policy for 2012/2013 

• Asset Management Policy for 2012/2013 

• Credit Control and Debt Collection Policy 2012/2013 

• Supply Chain Management Policy 2012/2013 
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8 Budget Assumptions 

 

8.1 National Treasury provided guidance in MFMA Circular No. 58 issued in terms of Municipal 

Finance Management Act No. 56 of 2003 regarding inflation:- 

 

Fiscal year   2010   2011   2011/12  2012/13  2013/14 

Actual   Estimate    Forecast 

 

Headline CPI Inflation 3.3%   5.0%   5.4%   5.6%   5.4% 

 

8.2 The inflation rate to be used for calculating wage increases 

 

The period of the salary and Wage Collective Agreement 2009/10 to 2011/2012 has come to 

an end. In the absence of other information from the South African Local Government 

Bargaining Council, we have utilised the previous year National Treasury benchmarking to 

calculate the salary adjustment which is 6.08% 

Note that Municipal Managers and those employees appointed as managers directly 

accountable to the Municipal Managers in terms of Section 57(6) if the Municipal Systems Act 

32 of 2000 are included in the above mentioned calculation in which 6.08% has been utilised.  

 

 

8.3  For the period 1 July 2012 to 30 June 2013, Eskom will increase the municipal tariff rates for 

bulk electricity by 27.06 per cent. 

 

8.4 Collection rates 

In accordance with relevant legislation and national directives, revenue recovery rates are 

based on realistic and sustainable trends. Ntabankulu’s collection rate is set at an average of 

21% and is based on a combination of actual rates achieved to date and estimated 

outcomes of the current financial period.   
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9 Funding the Budget (including fiscal overview and sources of funding) 

 

9.1 FUNDING OF THE CAPITAL BUDGET 

The 2012/2013 capital budget amounts to R28.6 million. 

 

Summary of Available Funds (Internal Funds and External Loans) 

It is proposed that the multi-year capital budget be funded as follows: 

 

Internal Funds 

The following funding sources are available: 

 

• Operating Income – An amount of R 3,2 million for the 2012/2013 financial year and 

R 3.5 million for the 2013/2014 and R 3,8 million for the 2014/2015 are estimated to be 

available from surplus cash generated from operations as well as possible savings on 

the approved capital budgets. 

 

External Grants 

As in previous years, the Municipal Infrastructure Grant (MIG) funds the bulk of the 

externally funded projects meant for capital projects.  

The grant funding for MIG has increased from R19.6 million to R23,8 million. The 

electrification programme funding is currently at an amount of R5 million. It has 

decreased from R15 million when compared to the previous year.   

 

9.2 FUNDING OF THE OPERATING BUDGET 

Funding is obtained from various sources and the proportions which are received from 
services such as refuse removal and disposal as well as from property rates 4% and from 
grants and subsidies received from the National and Provincial Governments 96%.   
 

The Operating Budget is funded from the following main sources: 

• Assessment Rates; 

• Tariffs levied for Services, i.e. Refuse Collection; and 

• Operating Grants and Subsidies. 

 

 

Assessment Rates.  The Municipal Property Rates Act will be implemented on July 1 2012. The 

assessment rates will be levied on both land and improvements value. In terms of section 46 

of the Act, the market value of a property, if sold on the date of valuation in the open market 

by a willing seller to a willing buyer, is to be realised in the valuation roll. 
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Income derived from services is mainly used to fund the cost rendering the service (both 

operating and capital needs).  

 

The income received in the form of the Equitable Share Grant has increased significantly over 

the past year from R 54 929 000 to R 62 559 000. 

Other Grants are made of the Finance Management, Municipal Systems Improvement Grant, 

Integrated Development plan grant, EPWP , and DEDEAT at an amount of R3 950 000. 

 

OPERATING EXPENDITURE 

  The annual budget is in the approved format outlined in National Treasury Circular No 58 & 59 
and has the following features:- 

 
 A balanced operating budget containing expenditure details and realistically 

anticipated revenue; 
 A balanced budget for capital expenditure that is within realistic funding already 

secured, together with the projected future financial implications of such capital 
expenditure; 

 Details of borrowing and other liabilities that will increase the Municipality’s debt; 
 Actual results for the previous year; and 
 Projected budget outcomes for the current financial year, the next year’s budget and 

the outer two years. 
 
  Within the available resources the budget reflects the Council’s IDP and details the methods of 

funding.  
 

  An in-depth review of revenue has taken place and the level of spending is limited by the 
availability of revenue. In addition the ability of consumers to pay the revised tariffs has been 
taken into consideration. 

 
The operating budget is a balanced one and totals R69,6 million, which funds the continued 
provision of services provided by the municipality. 

  
 

The major expenditure items are staff costs 55%, repairs and maintenance 4% and general 
expenses 38%, and non-cash items such as depreciation, debt impairment, leave and landfill 
site at 3%.  

 
 
 

The capital budget is balanced and totals R28,6 million funded through revenue from 
National Government grants i.e. MIG and Electrification.  
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10 Annual budgets and service delivery and budget implementation plans 

– Internal departments 

 

In terms of Section 53 (1) (c) (ii) of the Municipal Finance Management Act, the Service 

Delivery and Budget Implementation Plan (SDBIP) is defined as a detailed plan approved by 

the mayor of a municipality for implementing its delivery of municipal services and its annual 

budget, and which must indicate the following – 

 

(a) Monthly projections of – 

(i) Revenue to be collected, by source, and 

(ii) Operational and capital expenditure, by vote. 

(b) Service delivery targets and performance indicators for each quarter, and 

(c) Other matters prescribed. 

 

The Honourable Mayor, in accordance with Section 53 of the MFMA, is expected to approve 

the SDBIP within 28 days after the approval of the Budget. In addition, the Honourable Mayor 

must ensure that the revenue and expenditure projections for each month and the service 

delivery targets and performance indicators as set out in the SDBIP are made public within 14 

days after its approval. 

 

The SDBIP gives effect to the Integrated Development Plan and the Budget of the 

municipality. It is an expression of the objectives of the Council in quantifiable outcomes 

which will be implemented by the administration for the financial period from 1 July 2012 to 

30 June 2013 (the financial year). It includes the service delivery targets and performance 

indicators for each quarter, which should be linked to the performance agreements of senior 

management. It therefore facilitates oversight of 

financial and non-financial performance of the municipality, and allows the Municipal 

Manager to monitor the performance of the Section 57 Managers, the Mayor/Council to 

monitor the performance of the Municipal Manager, and the community to monitor the 

performance of the Council.   

 

The SDBIP for the 2012/2013 financial year will be approved by the Executive Mayor in June 

2012 following approval of the Budget. 
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11 Municipal Manager's Quality Certification 

 

I Mr. S Tantsi, Municipal Manager of the Ntabankulu Local Municipality hereby certify that the 

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

Municipal Finance Management Act 56 of 2003 and the regulations made under the Act, 

and that the adjustment budget and supporting documents are consistent with the 

Integrated Development Plan of the municipality. 

 

 

Signature 

 

________________________________________ 

Mr. S Tantsi  

Municipal Manager  

Ntabankulu Local Municipality  

 

 

Date 

 

_______________________________________ 
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Annexure 

Summary of key issues 

 

National priorities – Creating Decent Employment Opportunities 

1. In drafting 2012/2013 budgets and MTREFs municipalities are urged to continue to 

explore opportunities to main stream labour intensive approaches in delivering 

services, and more particularly to participate in the Extended Public Works 

Programme. 

2. The municipality ought to focus on maximising its contribution to job creation by 

 Ensuring that service delivery and capital projects use labour intensive 

methods wherever appropriate 

 Ensuring that service providers use labour intensive approaches 

 Supporting labour intensive LED projects 

 Participating fully in the Extended Public Works Programme 

 And implementing interns programme to provide young people with on-the-

job-training 

Headline inflation forecasts 

3. The headline inflation forecast for 2012/13 is 5.4 per cent. Municipalities must take this 

into consideration when preparing their budgets. 

 

Revising rates, tariffs and other charges 

4. Municipalities should continue to explore appropriate ways of structuring the tariffs for 

utility services to encourage more efficient use of these services and to generate the 

resources required to fund the maintenance, renewal and expansion of the 

infrastructure required to provide the services 

Funding choices and management issues 

5. Municipal revenues and cash flows are expected to remain under pressure in 2012/13 

and so municipalities should adopt a conservative approach when projecting their 

expected revenues and cash receipts 

6. Municipalities must pay special attention to controlling unnecessary spending on nice-

to have items and non-essential activities, such as foreign travel, councillor and staff 

perks, advertising and public relations activities. 

7. Municipalities must also ensure that their capital budgets reflect consistent efforts to 

address the backlogs in basic services. 

8. Allocations to “Mayoral Discretionary Funds”, “Special Projects”, “Special Events” or 

similar discretionary type funds are discouraged. 

9. Municipalities are urged to allocate all Ward Allocations in tabled and approved 

budgets. 
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Conditional transfers to municipalities 

10. To bring legal certainty to the process of managing unspent conditional grant funds, 

section 20 of the 2012 Division of Revenue Bill regulates the process. 

11. Municipalities may not rollover unspent conditional grant spending in terms of section 

28(2)(e) of the MFMA. Written permission to spend these rolled over funds will be given 

by National Treasury. 

 

The Municipal Budget and Reporting Regulations 

12. All municipalities must prepare budgets, adjustments budgets and in-year reports for 

the 2012/13 financial year in accordance with the Municipal Budget and Reporting 

Regulations. In this regard, municipalities must comply with both: 

 The formats set out in Schedules A, B and C; and 

 The relevant attachments to each of the Schedules (the Excel Formats). 

13. All municipalities must do a funding compliance assessment of their 2012/13 budgets 

in accordance with the guidance given in MFMA Circular 42 and the MFMA Funding 

Compliance Guideline before tabling their budget, and where necessary rework their 

budget to comply so that they table a properly funded budget. 

 

Budget process and submissions for the 2012/13 MTREF 

 

14. The deadline for the submission of approved budgets is ten working days after the 

council approves the annual budget. 


