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Abbreviations and Acronyms 

AMR Automated Meter Reading 
ASGISA Accelerated and Shared Growth 

Initiative 
BPC Budget Planning Committee 
CBD Central Business District 
CFO Chief Financial Officer 
MM Municipal Manager 
CPI Consumer Price Index 
CRRF Capital Replacement Reserve Fund 
DBSA Development Bank of South Africa 
DoRA Division of Revenue Act 
DWA Department of Water Affairs 
EE Employment Equity 
EEDSM Energy Efficiency Demand Side 

Management 
EM Executive Mayor 
FBS Free basic services 
GAMAP Generally Accepted Municipal 

Accounting Practice 
GDP Gross domestic product 
GDS Gauteng Growth and Development 

Strategy 
GFS Government Financial Statistics 
GRAP General Recognised Accounting 

Practice 
HR Human Resources 
HSRC Human Science Research Council 
IDP Integrated Development Strategy 
IT Information Technology 
k� kilolitre 
km kilometre 
KPA Key Performance Area 
KPI Key Performance Indicator 
kWh kilowatt 
� litre 

LED Local Economic Development 
MBRR Municipal Budget Reporting 

Regulations 
MEC Member of the Executive Committee 
MFMA Municipal Financial Management Act 

Programme 
MIG Municipal Infrastructure Grant 
MMC Member of Mayoral Committee 
MPRA Municipal Properties Rates Act 
MSA Municipal Systems Act 
MTEF Medium-term Expenditure 

Framework 
MTREF Medium-term Revenue and 

Expenditure Framework 
NERSA National Electricity Regulator South 

Africa 
NGO Non-Governmental organisations 
NKPIs National Key Performance Indicators 
OHS Occupational Health and Safety 
OP Operational Plan 
PBO Public Benefit Organisations 
PHC Provincial Health Care 
PMS Performance Management System 
PPE Property Plant and Equipment 
PPP Public Private Partnership 
PTIS Public Transport Infrastructure 

System 
RG Restructuring Grant 
RSC Regional Services Council 
SALGA South African Local Government 

Association 
SAPS South African Police Service 
SDBIP Service Delivery Budget 

Implementation Plan 
SMME Small Micro and Medium Enterprises 
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1.1 Mayor’s Report 

It is with a relieved feeling that I can today present a budget to Council that is cash funded. It is 

also a great pleasure that I can stand here today and announce that our budget for the MTREF 

period 2012/13 to 2014/15 complies with all the requirements set by the National Treasury.

When this budget was tabled in Council during March this year it was very obvious that the 

municipality is in serious financial crisis and that the budget will not balance or be cash funded 

unless serious cuts were made in expenditure or if additional sources of revenue could be 

obtained. We had several interactions with other spheres of government, but no additional 

sources of revenue could be obtained. 

The only other way out was the cutting of expenditure. We went through this budget and cut 

what we could. In some instances we cut expenditure which might have serious implications to 

the municipality as well as service delivery to the community. For instance provision for 

vacancies that are necessary to comply with prescribed regulations and acts was removed to try 

and lower the expenditure. The budget for the helicopter that plays a major role in our 

emergency department was cut by 38.27%, while general expenditure was scrutinized and cut 

to the bone. 

Thanks to hard work by our financial department and co-operation of all other role players the 

budget could be balanced. The effect of the cuts made can be best illustrated by the following 

table: 

With the above mentioned cuts in the budget it will require strong leadership and serious 

financial discipline to stay within the expenditure budgeted for. This will only be reached if all 

Councillors and staff members work together. 

The main reason for the cut in the budget was to keep expenditure levels within the guaranteed 

revenue. Although all possible routes were followed to obtain additional revenue no such 

revenue could be obtained. This left us with only one choice, namely to keep expenditure levels 

within revenue levels. If we could not do this it would mean that the budget could not have been 

approved by the Council as stipulated in section 18 of the MFMA.�

You may well ask what expenditure was cut to ensure that the budget is cash funded. The most 

serious cuts from the original tabled budget are shortly as follows: 

In the original budget was budgeted for 20 additional posts that have not been budgeted before. 

This additional budget amounted to more than R6m. This included six essential positions as 

Tabled budget Final budget % cut

Surplus/(Deficit) budgeted for 2012/13 Financial year (19 774 638) 1 957 619 109.90%

Surplus/(Deficit) budgeted for 2013/14 Financial year (18 163 728) (708 549) 96.10%

Surplus/(Deficit) budgeted for 2014/15 Financial year (20 315 419) 1 985 191 109.77%
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agreed upon in the strategy as determined by National Treasury. Unfortunately all of these 

posts had to be removed from the budget as presented to the Council today. We will have to 

recall the decision taken on the implementation of the MFIP program. If we could however 

continue to build on the trend set in the 2012/13 budget we could well implement the MFIP 

strategy from the 2013/14 financial year. 

Also in the original budget we made provision for IDP projects amounting to almost R4m as well 

as special projects and tourism projects. All of these projects had to be removed from the 

budget. These projects will only be implemented if we could carry out our plan to turn the 

municipality’s finances around. 

All general expenditure items were revisited and were cut to the absolute minimum. This will 

require strong financial leadership and discipline to stay within these expenditure levels. I do 

believe however that we all as team could reach the goals we set in this budget to turn the 

financial deterioration around. 

Another item that had a huge impact on the budget was the selling of Council properties. To 

balance the budget we scrapped all capital items from the capital budget. There are however 

essential items that have to be bought to keep the municipality’s rendering of services up to 

standard. My suggestion is that we only incur the capital expenditure from the profit on the sale 

of these assets. 

We as the current Council of the Overberg District Municipality inherited a seriously 

deteriorating financial position. If we look at the following table we can clearly see how the cash 

position of the municipality deteriorated from a positive cash balance at 30 June 2009 of 

R15.125m to a projected negative cash position of R5.389m at the end of the current financial 

year. 

It is also obvious that the projected cash positions for the MTREF period reflects a positive turn 

around for the net cash position of the municipality. This is only the start of this process, but we 

are committed to implement a turnaround strategy to ensure the future of this municipality and 

to maintain the high level of services rendered to the community. 

We are still in discussions with Provincial and National Treasury to obtain more revenue for the 

rendering of our core services. I can also announce today that the process of revising the 

formulae for calculating the equitable share has already started. We believe that this will have a 

positive effect on future grants to district municipalities. For the last couple of years the increase 

in the equitable share portion replacing the RSC levies was way beyond the inflation rate as well 

as prescribed salary increases. We are all aware of the serious increases in electricity and fuel 

prices over the last two to three years. During this same time the equitable share replacing RSC 

levies increased by 3% annually. 
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District municipalitiesare almost entirely dependent on the grants they receive to fund their 

expenditure. The following table is a clear illustration thereof. 

As can be seen from the above table the grants represent by far the biggest part of total 

revenue. It is also a fact that district municipalities cannot implement other sources of revenue 

except for those district municipalities that operate water or sanitation schemes on behalf of the 

local municipalities within their area. It is therefore of utmost importance for us to keep 

expenditure levels within out anticipated revenue. 

Furthermore the capital expenditure budgeted for, except for the landfill site at Karwyderskraal, 

will have to be funded from revenue as the municipality is unable to get external loans from 

financial institutions, because of the doubtful financial position of the municipality. This forces us 

to limit capital expenditure to the absolute minimum.  

Proposed capital expenditure for the MTREF period are as follows: 

The municipality is left in a rather peculiar position due to their financial constraints. Capital 

expansion is needed in order for the municipality to the deliver the required level of service. 

Thus, if no funding source is identified to acquire the needed capital items, service delivery will 

slow down until a point is reached where no services are delivered. We are well aware that it 

may not be the best practice to sell capital assets, especially land and buildings, but we are 

currently in a position where we have to fund essential capital expenditure through the selling of 

some of the Council’s properties. 

One of the main concerns in the tabled budget is the high percentage of employee related costs 

in relation to the total operating budget.Although the percentage of employee related costs has 

been reduced quite significantly in comparison to the tabled budget, it is still above the 

prescribed norm for municipalities. 

Employee related costs as percentage of total operating budget are as follows (R ‘000): 

R '000 2010/2011 Actual 2011/2012 Adjusted 

Budget

2012/2013 Budget 2013/2014 Budget 2014/2015 Budget

Own Revenue Sources 20 220 18 425 27 214 27 327 29 259

Government Grants and 

Subsidies

81 998 87 763 81 959 87 061 92 702

Total Revenue 102 218 106 188 109 173 114 388 121 960

Vote Description

R thousand Budget year 2012/13

Budget Year + 1 

2013/14

Budget Year + 2 

2014/15

Total Capital Expenditure 14 938                         510                              292                              

2012/13 Medium Term Revenue & Expenditure Framework

2010/2011 Actual 2011/2012 Adjusted 

Budget

2012/2013 Budget 2013/2014 Budget 2014/2015 Budget

Employee related costs 52 207 52 089 52 103 56 271 60 773

Total Expenditure 119 622 113 775 107 216 119 265 128 644

Percentage 43.64% 45.78% 48.60% 47.18% 47.24%
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Although there is a slight decrease in the accumulated shortfall over the MTREF period, it will 

take a long time to recover from the accumulated deficit that the current Council inherited. If, 

however we could find additional sources of revenue the situation could improve significantly 

over a much shorter period. This is essential to deliver quality services to the community. 

Everything taken into account, the future prospects of the municipality seems doubtful, as 

clearly illustrated by the table (illustrating the budgeted shortfall) and graph (illustrating the 

decline in cash resources) below. 

It is quite obvious that the net cash position has reached a turning point and that there is a 

positive movement towards the end of the MTREF period. Unfortunately the growth is very slow 

and it might take some time to reach a favorable cash position.  
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Recommendation 
�

The Council of Overberg District Municipality, acting in terms of section 24 of the Municipal 
Finance Management Act, (Act 56 of 2003) approves and adopts: 

1.1. The annual budget of the municipality for the financial year 2012/13 and the multi-year 
and single-year capital appropriations as set out in the following tables: 

1.1.1. Budgeted Financial Performance (revenue and expenditure by standard 
classification) as contained in Table 7 on page 16;

1.1.2. Budgeted Financial Performance (revenue and expenditure by municipal vote) as 
contained in Table 8 on page 17; 

1.1.3. Budgeted Financial Performance (revenue by source and expenditure by type) as 
contained in Table 9 on page 18; and 

1.1.4. Multi-year and single-year capital appropriations by municipal vote and standard 
classification and associated funding by source as contained in Table 10 on page 
19. 

1.2. The financial position, cash flow budget, cash-backed reserve/accumulated surplus, 
asset management and basic service delivery targets are approved as set out in the 
following tables: 

1.2.1. Budgeted Financial Position as contained in Table 11 on page 21; 
1.2.2. Budgeted Cash Flows as contained in Table 12 on page 23; 
1.2.3. Cash backed reserves and accumulated surplus reconciliation as contained in 

Table 13 on page 25. Council notes the projected cash shortfall for the entire 
MTREF; 

1.2.4. Asset management as contained in Table 14 on page 26. 

2. The Council of Overberg District Municipality, acting in terms of 75A of the Local 
Government:  Municipal Systems Act (Act 32 of 2000) approves and adopts with effect from 
1 July 2012 the tariffs for all services, as set out in AnnexureB. 
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1.2 Executive Summary 

Introduction 

The municipality made good progress in recent years with regards to the budgeting procedures 
and ensuring that budgets are prepared in line with GRAP and National Treasury Budget 
Regulations. 

National Treasury’s MFMA Circular No. 58 was mainly used to guide the compilation of the 
2012/13 MTREF. Some of the key challenges faced by the municipality when compiling the 
budget were: 
• The ongoing difficulties in the national and local economy; 
• The need to prioritise projects and expenditure within the financial means of the 

municipality. 
• The continued increases in the cost to provide services. Continuous high tariff increases 

are not sustainable - as there will be a 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; 
• Affordability of capital projects; and 
• Availability of affordable capital/borrowing. 

The financial sustainability of the municipality is currently in serious doubt and urgent 
intervention from other role players within provincial and national government is needed to 
ensure that Overberg District Municipality remains a going concern. 

Vote Structure 

A vote is one of the main segments of a budget. The structure is for reporting requirements and 
links the accounting performance both to the IDP and to the responsible officials. The high level 
structure included in the budget documentation is shown in the table below. 
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1.3 Operating Revenue Framework 
�

The following budget principles and guidelines directly informed the compilation of the 2012/13 
MTREF: 

• The 2011/12 Adjustments Budget priorities and targets, as well as the base line 
allocations contained in that Adjustments Budget were adopted as the upper limits for 
the new baselines for the 2012/13annual budget;  

• Tariff increases should be affordable and should generally not exceed inflation as 
measured by the CPI. This however presents a great challenge to the municipality that is 
in need of higher than CPI adjustments in order to raise internal revenue sources. 

Vote name Vote holder Sub-vote name Sub-vote holder Dept #

Council Expenditure 2001

Executive Cost 2002

Donations 2003

2014

2017

Audit Manager: Internal Audit Services 2006

Support Services Officer: Support Services 2005

Administration 2011

Properties 2012

Human Resources Manager: Human Resources 2007

Planning 2016

2020

2023

Shared Services 2004

Financial Administration 2013

Finance cost 2009

Finance income & IT 2015

2018

2019

2021

2022

2402

Supply Chain Management Head: Supply Chain Management 2008

2031

2032

2036

Environment Protection Head: Municipal Health 2033

Human Development Head: Human Development 2034

2037

2041

2501

2502

2503

2504

2505

Solid Waste Head: Environmental Management 2042

2043

2044

2045

2046

2039

2042

Head: Disaster Management & Fire 

Services
Public Safety

Community & 

Technical 

Services

Director: 

Community & 

Technical 

Services

Environmental Management Head: Environmental Management

Roads/Engineering Head: Roads

Head: ResortsResorts

Head: Financial Management

Head: Income, Expenditure & IT

Grants and Subsidies Received Head: Financial Management

Municipal 

Manager

Municipal 

Manager

Manager: Strategic Services

Manager: IDP/LEDManagement Support

Management 

Services

Director: 

Management 

Services

Manager: Records, Contracts & Property

LED/Tourism
Manager: IDP/LED
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However, higher than CPI adjustments becomes counter-productive, as it only increases 
the risk of non-payment by users.  

• 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 gazetted as required by the annual Division of Revenue Act; 

In view of the aforementioned, the following table is a consolidated overview of the proposed 
2012/13 Medium-term Revenue and Expenditure Framework: 

Consolidated Overview of the 2012/13 MTREF 

�

There is a steady increase in operating revenue over the MTREF period. However, this increase 
in revenue is not sufficient to fund the growth in operating expenditure, resulting in the surplus 
for the 2012/13 financial year of R1.958m declining to a deficit of R6.685m in 2014/2015. 

The following table is a summary of the 2012/13 MTREF (classified by main revenue source): 

Table 1Summary of revenue classified by main revenue source 

�
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Table 2 Summary of revenue classified by municipal vote 

�

1.4 Operating Expenditure Framework 

The Municipality’s expenditure framework for the 2012/13 budget and MTREF is informed by 
the following: 

• Guidance provided by National Treasury in Circular 58; 
• Balanced budget constraint (operating expenditure should not exceed operating 

revenue) unless there are existing uncommitted cash-backed reserves to fund any 
deficit; 

• Funding of the budget over the medium-term as informed by Section 18 and 19 of the 
MFMA; 

• The capital programme is aligned to the asset renewal strategy and backlog eradication 
plan; 

• Operational gains and efficiencies will be directed to funding the capital budget and other 
core services; and 

• Limitation on tariff increases. 

The following table is a high level summary of the 2012/13budget and MTREF (classified per 
main type of operating expenditure): 

Table 3Summary of operating expenditure by standard classification item 

�

The budgeted allocation for employee related costs for the 2012/13 financial year totals 
R52.103 million, which equals 48.60 per cent of the total operating expenditure.  These 
percentagesdecrease to47.18 and 47.24 per cent in the 2 outer years of the MTREF period 
respectively. Employee related costs increases by 0.03 per cent when compared to the 
2011/2012 Adjustment Budget figure. The proposed salary increase for the 2 outer years of the 
MTREF is 8.00% for both years. It has however to be mentioned that the increase in Equitable 
Share allocations to fund the operational expenditure increased by 3.43%, 5.36%, 4.56% and 
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5.63% over the period under review. During the same period the salary increases as determined 
by the Bargaining Council were in every instance much higher than the increase in Equitable 
Share. This necessarily resulted in the percentage of employee related costs increasing during 
this period due to the fact that other expenditure had to be decreased. 

The cost associated with the remuneration of councillors is determined by the Minister of Co-
operative Governance and Traditional Affairs in accordance with the Remuneration of Public 
Office Bearers Act, 1998 (Act 20 of 1998).The most recent proclamation in this regard has been 
taken into account in compiling the Municipality’s budget. 

National Treasury is introducing a new Chart of Accounts and additional expenditure line-items 
in the budget. One of these line-items is “Other materials”. Other materials comprise of amongst 
others the purchase of fuel, diesel, materials for maintenance, cleaning materials and 
chemicals.This group of expenditure has been identified in order to measure sustainability of the 
Municipality’s infrastructure.The municipality’s financial systems are, however, not yet ready to 
implement this change and will be addressed in future budgets. 

Other expenditure comprises of various line items relating to the daily operations of the 
municipality, with the roads function contribution the bulk of the expenditure. 

The following table gives a breakdown of the main expenditure categories for the 2012/13 
financial year. 

Figure 1  Main operational expenditure categories for the 2012/13 financial year 
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1.4.1 Priority given to repairs and maintenance 

Aligned to the priority being given to preserving and maintaining the Municipality’s current 
infrastructure, the 2012/13 budget and MTREF allocates a large portion (approximately 13%) of 
its operating budget to repairs and maintenance.  

The table below provides a breakdown of the repairs and maintenance in relation to asset class: 

Table 4  Repairs and maintenance per asset class 
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1.5 Capital expenditure 

The capital budget below is an indication of what is required to ensure service delivery is 
maintained at an acceptable level. However, given the financial position of the municipality, the 
municipality will be challenged to find funding for the proposed capital program. Where possible, 
capital expenditure should be reduced. We must however always be mindful of the fact that 
reducing capital will most certainly negatively impact service delivery. 

The following table provides a breakdown of budgeted capital expenditure by vote: 

Table 52012/13 Medium-term capital budget per vote 

�

  

;	������������	
 ��� ����� ������ ������

����	���
� �
��������

����	��

��������

����	��

��������

����	��

�����
���

������

���������

������

����� ����

�	������

!��"������

	���	��

������� ����

����#

������� ����

$����#��%

������� ����

$���%��&

*��������5��
�������"�;	��

2����":�����5��
����������������������� �

6"����� �7
����*��7������ $��������������� $��������������� $��������������� $��������������� $��������������� $��������������� $��������������� $��������������� $��������������� $���������������

6"����� �7�����#�������� ���� $��������������� $��������������� $��������������� $��������������� $��������������� $��������������� $��������������� $��������������� $��������������� $���������������

6"����� ��"##
���� ���&�%����������� ���� $��������������� $��������������� $��������������� $��������������� $��������������� $��������������� $��������������� $��������������� $��������������� $���������������

*������������":�����5��
���������8"�	��� � <��������������� <��������������� <��������������� <��������������� <��������������� <��������������� <��������������� <��������������� <��������������� <���������������

+�
���":�����5��
���������������������� �

6"����� �7
����*��7������ ����������������� $��������������� $��������������� $��������������� $��������������� $��������������� $��������������� $��������������� $��������������� $���������������

6"����� �7�����#�������� ���� ���������������� ����������������� ����������������� ����������������� ����������������� ����������������� ����������������� ����������������� ����������������� ������������������

6"����� ��"##
���� ���&�%����������� ���� ����������������� ���������������� $��������������� ���������������� ����������������� ����������������� ���������������� ��������������� ����������������� �����������������

*���������
���":�����5��
���������8"�	��� #�������������� #�1�/����������� &���������������� ��&%&����������� 1��������������� 1��������������� 1�������������� �%��#���������� &���������������� ���������������

)	����*�������(5��
�������"�;	�� #�������������� #�1�/����������� &���������������� ��&%&����������� 1��������������� 1��������������� 1�������������� �%��#���������� &���������������� ���������������

*����
�� ���������
����#�2������)������3�
���4�

(5��
������������6	�7



����������	
��	�����	�	���	���� � ���������������������������

�������� ���

1.6 Annual Budget Tables - Parent Municipality 

The following sectionspresent the ten main budget tables as required in terms of section 8 of the 
Municipal Budget and Reporting Regulations. These tables set out the municipality’s 2012/13 
budget and MTREF to be approved by the Council. Each table is accompanied by explanatory 
notes on the facing page. 

Table 6  MBRR Table A1 - Budget Summary 
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Explanatory notes to MBRR Table A1 - Budget Summary  

1. Table A1 is a budget summary and provides a concise overview of the Municipality’s budget 
from all of the major financial perspectives (operating, capital expenditure, financial position, 
cash flow, and MFMA funding compliance).  

2. 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 municipality’s commitment to eliminating basic service delivery 
backlogs. 

3. Financial management reformsemphasises the importance of the municipal budget being 
funded. This requires the simultaneous assessment of the Financial Performance, Financial 
Position and Cash Flow Budgets, along with the Capital Budget. The Budget Summary 
provides the key information in this regard: 

a. The operating surplus/deficit (after Total Expenditure) is positive over the MTREF 
b. Capital expenditure is balanced by capital funding sources, of which 

i. Transfers recognised is reflected on the Financial Performance Budget; 
ii. Borrowing is incorporated in the net cash from financing on the Cash Flow 

Budget 
iii. Internally generated funds are financed from a combination of the current 

operating surplus and accumulated cash-backed surpluses from previous 
years.  The amount is incorporated in the Net cash from investing on the 
Cash Flow Budget.  The fact that the municipality’s cash flow remains 
negative indicates that the necessary cash resources are not available to 
fund the Capital Budget. 

4. The Cash backing/surplus reconciliation shows that the budget will not be cash backed in 
the entire MTREF period. 
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Table 7  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) 

1. 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 ‘whole of government’ reports. 

2. Note that as a general principle the revenues for the Trading Services should exceed their 
expenditures.  This is however not the case with the Waste management function.  

3. Other functions that show a deficit between revenue and expenditure are being financed 
from government funding. 
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Table 8  MBRR Table A3 - Budgeted Financial Performance (revenue and expenditure by 
municipal vote) 

�

Explanatory notes to MBRR Table A3 - Budgeted Financial Performance (revenue and 
expenditure by municipal vote) 

1. 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 organisational structure of the Municipality.  This means it is 
possible to present the operating surplus or deficit of a vote. 
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Table 9  MBRRTable A4 - Budgeted Financial Performance (revenue and expenditure) 

�

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

1. This table indicates the revenue by source and the expenditure by type. 
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Table 10  MBRR Table A5 - Budgeted Capital Expenditure by vote, standard classification 
and funding source 
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Explanatory notes to Table A5 - Budgeted Capital Expenditure by vote, standard 
classification and funding source 

1. Table A5 is a breakdown of the capital program 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. 

2. All appropriations are made within one year. 
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Table 11  MBRR Table A6 -Budgeted Financial Position 
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Explanatory notes to Table A6 - Budgeted Financial Position 

1. Table A6 is consistent with international standards of good financial management practice, 
and improves understandability for councilors and management of the impact of the budget 
on the statement of financial position (balance sheet). 

2. 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 
“accounting” 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. 

3. Table A6 is supported by an extensive table (SA3) of notes detailed analysis of the major 
components of a number of items, including: 
• Consumer debtors; 
• Property, plant and equipment; 
• Trade and other payables; 
• Provisions non current; 
• Changes in net assets; and  
• Reserves  

4. The municipal equivalent of equity is Community Wealth/Equity. The justification is that 
ownership and the net assets of the municipality belong to the community. 

5. Any movement on the BudgetedFinancial Performance or the Capital Budget will inevitably 
impact on the BudgetedFinancial Position. As an example, the collection rate assumption 
will impact on the cash position of the municipality and subsequently inform the level of cash 
and cash equivalents at year end. Similarly, the collection rate assumption should inform the 
budget appropriation for debt impairment which in turn would impact on the provision for bad 
debt. These budget and planning assumptions form a critical link in determining the 
applicability and relevance of the budget as well as the determination of ratios and financial 
indicators. In addition the funding compliance assessment is informed directly by forecasting 
the statement of financial position. 
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Table 12MBRRTable A7 - Budgeted Cash Flow Statement
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Explanatory notes to Table A7 - Budgeted Cash Flow Statement 

1. The budgeted cash flow statement is the first measurement in determining if the budget is 
funded. 

2. It shows the expected level of cash in-flow versus cash out-flow that is likely to result from 
the implementation of the budget. 

3. It can be seen that the cash levels of the Municipality fell significantly over the 2008/09 to 
2010/11 period, and will continue to decrease for the current financial year. During the 
MTREF period it will turn around and start with a positive growth.
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Table 13MBRRTable A8 - Cash Backed Reserves/Accumulated Surplus Reconciliation 

�

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

1. The cash backed reserves/accumulated surplus reconciliation is aligned to the requirements 
of MFMA Circular 42 – Funding a Municipal Budget. 

2. 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. 

3. 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 municipality’s budget must be 
“funded”. The municipality’s budget is not cash-funded for the entire MTREF period.
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Table 14  MBRR Table A9 - Asset Management 
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Explanatory notes to Table A9 - Asset Management 

1. 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. 

2. National Treasury has recommended that municipalities should allocate at least 40 per cent 
of their capital budget to the renewal of existing assets, and allocations to repairs and 
maintenance should be 8 per cent of PPE. The Municipalitydoes comply with the 
recommendations. 

�
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All supporting documentation to the 10 Main schedule (A1 to A10) is provided in schedule SA1 
to SA 37. 
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3.1 Appendix A – Capital budget 
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3.2 Appendix B – Tariff Listing 
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Goedgekeurde Goedgekeurde Voorgestelde Voorgestelde

2011/12 2011/12 2012/13 2012/13

Besonderhede Eenheid Tariewe-btw uit Tariewe-BTW INGESLUIT Tariewe-btw uit Tariewe-BTW INGESLUIT

A.      HOSTELLE

Goedgekeurde Goedgekeurde Voorgestelde Voorgestelde

2011/12 2011/12 2012/13 2012/13

Besonderhede Eenheid Tariewe-btw uit Tariewe-BTW INGESLUIT Tariewe-btw uit Tariewe-BTW INGESLUIT

Verblyf

Per persoon 

per nag 1.50R              1.71R                              1.75R              2.00R                              

•         Velapi Hostel: Water

Beskikbaarheid Per maand 38.00R            43.32R                            45.61R            52.00R                            

0 - 6 Kiloliter Per kl -R                -R                                -R                -R                                
7 - 10 Kiloliter Per kl 2.50R             2.85R                             2.98R             3.40R                             
11 - 15 Kiloliter Per kl 3.70R             4.22R                             4.39R             5.00R                             
Meer as 15 Kiloliter Per kl 4.30R             4.90R                             5.13R             5.85R                             

B.      ADMINISTRASIEKOSTE
Goedgekeurde Goedgekeurde Voorgestelde Voorgestelde

2011/12 2011/12 2012/13 2012/13

Besonderhede Eenheid Tariewe-btw uit Tariewe-BTW INGESLUIT Tariewe-btw uit Tariewe-BTW INGESLUIT

Heffing op openbare oorde 5% ..14% 5% ..14%

Heffing op munisipale funksies 5% ..14% 5% ..14%

Heffing op PGS/ Global funds 5% ..14% 5% ..14%

Heffing op paaie 10% ..14% 12% ..14%

C.      BRANDWEERTARIEWE

Goedgekeurde Goedgekeurde Voorgestelde Voorgestelde

2011/12 2011/12 2012/13 2012/13

Besonderhede Eenheid Tariewe-btw uit Tariewe-BTW INGESLUIT Tariewe-btw uit Tariewe-BTW INGESLUIT

•         Spesialis insidente

•         Uitroep koste:

Motorpompe Per eenheid 605.26R          690.00R                          666.67R          760.00R                          

Diens- en responsvoertuie Per eenheid 298.25R          340.00R                          328.95R          375.00R                          

•         Bystand en operasionele koste

Motorpompe Per uur 605.26R          690.00R                          666.67R          760.00R                          

Diens- en responsvoertuie Per uur 504.39R          575.00R                          552.63R          630.00R                          

•         Mannekrag

Senior Per uur 166.67R          190.00R                          184.21R          210.00R                          

Junior Per uur 109.65R          125.00R                          122.81R          140.00R                          

•         Water Per kiloliter 9.21R              10.50R                            10.09R            11.50R                            

•         Chemikalieë  Kosprys plus 10%+14%  Kosprys plus 10%+14% 

•         Drinkwater (aanry) Per kilometer 19.30R            22.00R                            21.93R            25.00R                            

•         Bystand vir brandwerk

Per eenheid 

per uur 197.37R          225.00R                          219.30R          250.00R                          

•         Hulp van buitedienste

 Kosprys plus 

10%+14% 

 Kosprys plus 

10%+14% 

•         Herwinningsvoertuig:

•         Privaat persone/organisasies
Uitroep Per uitroep 614.04R          700.00R                          675.44R          770.00R                          

Herwinning Per uur 1,004.39R       1,145.00R                       1,105.26R       1,260.00R                       

Insleep (binne 25km radius) 635.96R          725.00R                          701.75R          800.00R                          

Insleep (addisioneel buite 25km radius) Per kilometer 19.30R            22.00R                            21.93R            25.00R                            

•        Munisipaliteite binne Raadsgebied
Uitroep Gratis Gratis

Herwinning Per uur 635.96R          725.00R                          701.75R          800.00R                          

Insleep Koste plus 15% Koste plus 15%+14% Koste plus 15% Koste plus 15%+14%

Munisipaliteite buite raadsgebied geld onder privaat tariewe

Gemiddelde verhoging in tariewe vir 

2012/1318.83%

OVERBERG DISTRIKSMUNISIPALITEIT

BEGROTING 2012/2013

SKEDULE VAN VOORGESTELDE TARIEWE
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Goedgekeurde Goedgekeurde Voorgestelde Voorgestelde

2011/12 2011/12 2012/13 2012/13

Besonderhede Eenheid Tariewe-btw uit Tariewe-BTW INGESLUIT Tariewe-btw uit Tariewe-BTW INGESLUIT

•        Nie gesubsidieerde reddingsorganisasies (Bergklub, NSRI, ens.)
Uitroep Gratis Gratis

Insleep(insluitend reis enverblyf van personeel waar nodig)  Werklike koste  Werklike koste+14%  Werklike koste  Werklike koste+14% 

Herwinning (reddings ingesluit)  Werklike koste  Werklike koste+14%  Werklike koste  Werklike koste+14% 

•         Pompe en toerusting -R                -R                

Pomp van swembaddens (slegs kantoorure)

Per uur of 

gedeelte 214.91R          245.00R                          236.84R          270.00R                          

Spesialis pompe (Hazmat, ens)

Per uur of 

gedeelte 109.65R          125.00R                          122.81R          140.00R                          

Hidroliese toerusting, lugsakke, ens

Per uur of 

gedeelte 328.95R          375.00R                          364.04R          415.00R                          

Beligting

Per uur of 

gedeelte 105.26R          120.00R                          114.04R          130.00R                          

Volmaak van silinders Per silinder 87.72R            100.00R                          96.49R            110.00R                          

•         Bystand filmwerk -R                -R                

Per voertuig met bemanning van twee

Per uur of 

gedeelte 500.00R          570.00R                          548.25R          625.00R                          

Addisionele bemanning

Per uur of 

gedeelte 201.75R          230.00R                          221.93R          253.00R                          

•         Kursusse

Noodhulp vlak 1 Per persoon 399.12R          455.00R                          438.60R          500.00R                          

Noodhulp vlak 3 Per persoon 675.44R          770.00R                          745.61R          850.00R                          

Brandblussers – basies Per persoon 495.61R          565.00R                          543.86R          620.00R                          

Basiese brandbestryding – 1 dag Per persoon 807.02R          920.00R                          885.96R          1,010.00R                       

Skoolgaande kinders Per persoon 197.37R          225.00R                          219.30R          250.00R                          

•         Opleiding Vervoerkoste Per kilometer 4.39R              5.00R                              

•         Bystandsdienste

  Spesiale geleenthede (special events) Per voertuig/ -R                -R                

vaartuig 223.68R          255.00R                          245.61R          280.00R                          

plus werklike plus werklike plus werklike plus werklike

koste koste+14% koste koste+14%

  Mediese bystand (beperk tot lokaal of terrein) Per uur 184.21R          210.00R                          201.75R          230.00R                          

•         Versekeringsinspeksies

  Inspeksie op versoek van versekering 372.81R          425.00R                          407.89R          465.00R                          

  Opvolg inspeksie na bogenoemde 144.74R          165.00R                          157.89R          180.00R                          

•        Demonstrasies by feeste, kermisse , ens.

Voorwaarde- gepaard met bewusmaking Werklike Werklike

koste+14% koste+14%

•        Spesiale ondersoeke

Siviele eise, assuransie, siviele hofsake, ens. Per persoon

per uur 285.09R          325.00R                          311.40R          355.00R                          

plus werklike plus werklike

koste+14% koste+14%

•         Duikspan Per dag 701.75R          800.00R                          771.93R          880.00R                          

•         Lesingslokaal Per dag 280.70R          320.00R                          307.02R          350.00R                          

•         Eksterne opleidingsfasiliteite Per student -R                -R                

per dag 140.35R          160.00R                          153.51R          175.00R                          

•         Okkupasie sertifikate Geen BTW 120.00R                          130.00R                          

•         Noodhulp "refresher" kursus 131.58R          150.00R                          144.74R          165.00R                          

•         Vlambare vloeistof Permitte 

Groot maat >1000L vir Industrie en Kommersieël Geen BTW 1,000.00R                       

Klein maat <1000 L vir plase en privaaat instansies Geen BTW 250.00R                          

LPG Geen BTW 120.00R                          

plus Inspeksie tarief

•         Voertuig - Gevaarhoudendestowwe Permit Per Voertuig 307.02R          350.00R                          

•         Brandpermit Per Terrein 333.33R          380.00R                          

•         Inspeksies tov Verordeninge & Regulasies 307.02R          350.00R                          

(Sertifiaat Uitgesluit)

•         Brandinspeksies op versoek 307.02R          350.00R                          

Gebruik vir Kommersieële doeleindes

10.20%
Gemiddelde verhoging in tariewe vir 

2012/13
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Goedgekeurde Goedgekeurde Voorgestelde Voorgestelde

2011/12 2011/12 2012/13 2012/13

Besonderhede Eenheid Tariewe-btw uit Tariewe-BTW INGESLUIT Tariewe-btw uit Tariewe-BTW INGESLUIT

D.       STORTINGSTARIEWE KARWYDERSKRAAL STREEKSTORTINGSTERREIN

Goedgekeurde Goedgekeurde Voorgestelde Voorgestelde

2011/12 2011/12 2012/13 2012/13

Besonderhede Eenheid Tariewe-btw uit Tariewe-BTW INGESLUIT Tariewe-btw uit Tariewe-BTW INGESLUIT

Vaste maandelikse heffing

Per erf per 

maand 6.78R              7.73R                              8.94R              10.19R                            

Bedryfskoste

Per ton of 

gedeelte 58.35R            66.52R                            61.56R            70.18R                            

Ander verbruikers (wat nie vaste maandelikse heffing betaal 

nie):

Per ton of 

gedeelte 107.46R          122.50R                          107.46R          122.50R                          

E.     ADDISIONELE TARIEWE -R                -R                

Goedgekeurde Goedgekeurde Voorgestelde Voorgestelde

2011/12 2011/12 2012/13 2012/13

Besonderhede Eenheid Tariewe-btw uit Tariewe-BTW INGESLUIT Tariewe-btw uit Tariewe-BTW INGESLUIT

•         Fotostaat per A4 blad Per blad 2.81R              3.20R                              3.38R              3.85R                              

•         Fotostaat per A3 blad Per blad 2.81R              3.20R                              3.38R              3.85R                              

•         Rekenaardrukstuk Per blad 7.46R              8.50R                              8.77R              10.00R                            

•         Afstuur van fakse Per blad 13.16R            15.00R                            15.79R            18.00R                            

•         Gedishonoreerde tjeks Per tjek 58.77R            67.00R                            70.18R            80.00R                            

•         Foutiewe inbetalings Per geval 58.77R            67.00R                            70.18R            80.00R                            

•         Huur van chippers / riooltrokke 583.33R          665.00R                          701.75R          800.00R                          

•         Drukwerk van kaarte en lugfoto's : A0 Grootte swart Per item 50.00R            57.00R                            59.65R            68.00R                            

•         Drukwerk van kaarte en lugfoto's : A0 Grootte kleur Per item 57.02R            65.00R                            68.42R            78.00R                            

•         Drukwerk van kaarte en lugfoto's : A0 Grootte lugfoto Per item 157.89R          180.00R                          189.47R          216.00R                          

•         Drukwerk van kaarte en lugfoto's : A1 Grootte swart Per item 43.86R            50.00R                            52.63R            60.00R                            

•         Drukwerk van kaarte en lugfoto's : A1 Grootte kleur Per item 48.25R            55.00R                            57.89R            66.00R                            

•         Drukwerk van kaarte en lugfoto's : A1 Grootte lugfoto Per item 96.49R            110.00R                          115.79R          132.00R                          

•         Drukwerk van kaarte en lugfoto's : A2 Grootte swart Per item 35.09R            40.00R                            42.11R            48.00R                            

•         Drukwerk van kaarte en lugfoto's : A2 Grootte kleur Per item 39.47R            45.00R                            47.37R            54.00R                            

•         Drukwerk van kaarte en lugfoto's : A2 Grootte lugfoto Per item 78.95R            90.00R                            94.74R            108.00R                          

•         Drukwerk van kaarte en lugfoto's : A3 Grootte swart Per item 28.07R            32.00R                            33.33R            38.00R                            

•         Drukwerk van kaarte en lugfoto's : A3 Grootte kleur Per item 31.58R            36.00R                            37.72R            43.00R                            

•         Drukwerk van kaarte en lugfoto's : A3 Grootte lugfoto Per item 61.40R            70.00R                            73.68R            84.00R                            

•         Drukwerk van kaarte en lugfoto's : A4 Grootte swart Per item 11.40R            13.00R                            13.16R            15.00R                            

•         Drukwerk van kaarte en lugfoto's : A4 Grootte kleur Per item 13.16R            15.00R                            15.79R            18.00R                            
•         Drukwerk van kaarte en lugfoto's : A4Grootte lugfoto Per item 17.54R            20.00R                           21.05R            24.00R                           

F.     PONT TARIEWE

Goedgekeurde Goedgekeurde Voorgestelde Voorgestelde

2011/12 2011/12 2012/13 2012/13

Besonderhede Eenheid Tariewe-btw uit Tariewe-BTW INGESLUIT Tariewe-btw uit Tariewe-BTW INGESLUIT

•         Trekker Per voertuig 11.40R            13.00R                            13.16R            15.00R                            

•         Vragmotor Per voertuig 32.46R            37.00R                            35.09R            40.00R                            

•         Motor en bakkie Per voertuig 32.46R            37.00R                            35.09R            40.00R                            

•         Motorfiets Per voertuig 11.40R            13.00R                            13.16R            15.00R                            

•         Landbou implemente,bote, karavane,ens add tot voertuig Per item add 11.40R            13.00R                            13.16R            15.00R                            

•         Voetganger Per persoon GEEN GEEN

•         Maand tarief Per maand 179.82R          205.00R                          192.98R          220.00R                          

•         Jaar tarief Per jaar 1,013.16R       1,155.00R                       1,052.63R       1,200.00R                       

GEEN DIENS BESKIKBAAR TUSSEN SONONDER EN SONOP
10 TON MAKSIMUM MASSA PER RIT TOEGELAAT

PONT TARIEWE SLUIT BTW IN

G.     PAAIE TARIEWE

Goedgekeurde Goedgekeurde Voorgestelde Voorgestelde

2011/12 2011/12 2012/13 2012/13

Besonderhede Eenheid Tariewe-btw uit Tariewe-BTW INGESLUIT Tariewe-btw uit Tariewe-BTW INGESLUIT

•        Aanbring van Toerisme/Fasiliteitstekens 2 X pale 263.16R          300.00R                          263.16R          300.00R                          
•         Enige bykomende struktuur tot bogenoemde pale 175.44R         200.00R                         175.44R         200.00R                         

Gemiddelde verhoging in tariewe vir 

2012/13

Gemiddelde verhoging in tariewe vir 

2012/13

Gemiddelde verhoging in tariewe vir 

2012/13

Gemiddelde verhoging in tariewe vir 

2012/13

0.00%

12.44%

10.51%

19.56%
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Goedgekeurde Goedgekeurde Voorgestelde Voorgestelde

2011/12 2011/12 2012/13 2012/13

Besonderhede Eenheid Tariewe-btw uit Tariewe-BTW INGESLUIT Tariewe-btw uit Tariewe-BTW INGESLUIT

H.    MUNISIPALE GESONDHEID
Goedgekeurde Goedgekeurde Voorgestelde Voorgestelde

2011/12 2011/12 2012/13 2012/13

Tariewe-btw uit Tariewe-BTW INGESLUIT Tariewe-btw uit Tariewe-BTW INGESLUIT

H.1 WATERKWALITEITSMONITERING

1.1 Alle monsters geneem op versoek (behalwe op versoek van 'n 

owerheid) R120.00 permonsternemingsessie, plus 

laboratoriumkoste van laboratorium gekontrakteer deur Overberg 

Distriksmunisipaliteit

-R                -R                                105.26R          120.00R                          

1.2 Met die aansoek om 'n geskiktheidssertifikaat vir 'n 

voedselperseel wie nie deur 'n watervoorsieningsowerheid bedien 

word nie: R120.00 per monsternemingsessie (Bakteriologies & 

chemies), plus laboratoriumkoste van laboratorium gekontrakteer 

deur Overberg Distriksmunisipalitiet

-R                -R                                105.26R          120.00R                          

1.3 Waar daar na aanleiding van 1.2 opvolgmonsters geneem 

moet word, nadat daar nie aan die SANS 241 Kode vir 

Waterkwaliteit voldoen is nie: R120.00 permonsternemingsessie, 

plus laboratoriumkoste van laboratorium gekontrakteer deur 

Overberg Distriksmunisipaliteit

-R                -R                                105.26R          120.00R                          

1.4 Alle daaropvolgende roetine monsternemings vir 

bakteriologiese en/of chemiese analise by persele wat oor 'n 

Geskiktheidsertifikaat beskik

Gratis Gratis Graits Gratis

H.2 MELKMONITERING OP VERSOEK VAN VERSKAFFERS 
VAN MELK EN MELK-PRODUKTE

2.1 Alle monsternemings vir bakteriologiese of chemiese analise: 

R120.00 per monsternemingsessie, plus laboratoriumkoste van 

laboratorium gekontrakteer deur Overberg Distriksmunisipaliteit

-R                -R                                105.26R          120.00R                          

2.2 Opvolgmonsters geneem op versoek in gevalle waar daar nie 

voldoen is aan die bepalings van die Wet op Voedingsmiddels, 

Skoonheidsmiddels & Ontsmettingsmiddels 1972 (Wet 54 van 

1972) nie: R120 per monsternemingsessie, plus 

laboratoriumkoste van laboratorium gekontrakteer deur Overberg 

Distriksmunisipaliteit

-R                -R                                105.26R          120.00R                          

H.3 KOMMENTAAR TEN OPSIGTE VAN 
VOEDSELUITVOERSERTIFIKATE

175.44R          200.00R                          500.00R          570.00R                          

H.4 GESKIKTHEIDSERTIFIKAAT VIR VOEDSELPERSELE
Uitreiking van Geskiktheidsertifikate ingevolge die Regulasies met 

betrekking tot die algemene higiëniese vereistes vir 

voedselpersele en die vervoer van voedsel: R918 / Regulasie 

betreffende melkstalle en die vervoer van melk: R1256

4.1 R120 per aansoek (eenmalige betaling) -R                -R                                105.26R          120.00R                          

4.2 Inspeksie uitgevoer kragtens artikel 4.5 van R918 na 

aanleiding van 'n versoek vir die opheffing van 'n verbod op die 

gebruik van 'n perseel of fasiliteit

-R                -R                                315.79R          360.00R                          

4.3 Die vervanging van 'n Geskiktheidsertifikaat -R                -R                                105.26R          120.00R                          

H.5 GESONDHEIDSINSPEKSIE BY PERSELE, ANDERS AS 

VOEDSELPERSELE, WAAR DAAR INGEVOLGE DIE WET OP 

BESIGHEDE 'N LISENSIE UITGEREIK WORD

-R                -R                                105.26R          120.00R                          

Aansoek om uitreiking van 'n Gesondheidsverslag ten opsigte van die lisensie

H.6 Uitreik van sertifikaat vir die verwydering/ of vernietiging 
van voedselprodukte ongeskik vir menslike verbruik

175.44R          200.00R                          200.00R          228.00R                          
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Goedgekeurde Goedgekeurde Voorgestelde Voorgestelde

2011/12 2011/12 2012/13 2012/13

Besonderhede Eenheid Tariewe-btw uit Tariewe-BTW INGESLUIT Tariewe-btw uit Tariewe-BTW INGESLUIT

H.7 LUGKWALITEITBEHEER: LISENSIËRINGSKOSTE
Brandstof verbruikende toestelle volgens Wetgewing. 

Lisensiëringskoste sal geskied deur middel van 'n glyskaal 

volgens tipe aansoek

7.1 ATMOSPHERIC EMISSION TARIFFS

Application Fees for licence fee -R                -R                                929.82R          1,060.00R                      

Licence fee determined i.t.o. AIR QUALITY ACT 39 OF 2004

Processing Fee for application as comtemplated in Section 37/44/47 of the AQA

Band 1 -R                -R                                3,508.77R       4,000.00R                      

Band 2 -R                -R                                14,035.09R     16,000.00R                    

Band 3 -R                -R                                43,859.65R     50,000.00R                    

Band 4 -R                -R                                87,719.30R     100,000.00R                  

Band 5 -R                -R                                175,438.60R   200,000.00R                  

H.8 Uitreiking van 'n gesondheidsverslag of sertifikaat behalwe 
as uitreiking op versoek van 'n Owerheid geskied -R                -R                                105.26R          120.00R                          

H.9 Gesondheidsmonitering met die opgrawing en herberging -R               -R                               315.79R         360.00R                         

I.    BOUPLANNE
Inspeksie van Bouplanne

Kaap Agulhas, Theewaterskloof en Swellendam Area 10% van Bouplankoste

Overstrand Area 5% van Bouplankoste

ADDISIONEEL:

     1. Kansellasie van oord besprekings sal streng geskied volgens die raad se kredietbeheerbeleid.

Gemiddelde verhoging in tariewe vir 

2012/1399.50%

Goedgekeurde Tariewe Boekjaar 201213
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1. OBJECTIVES OF THE POLICY 

 

The policy sets out the budgeting principles which Overberg District Municipality 

will follow in preparing each annual budget.  

 

The policy aims to give effect to the requirements and stipulations of –  

the Municipal Finance Management Act 56 of 2003 (The Act);  

the Budget and Reporting Regulations, Notice 393 of 2009 (of which a 

summary is attached hereto as Annexure “A”);  

any official directive issued by the Minister of Finance, in terms of section 168 

(1) of the Act, from time to time; 

in regard to the planning, preparation and approval of the annual budget. 

 

Every budget cycle should place Council in a stronger position in relation to the 

link between Municipality’s policies, strategic objectives, its service delivery and 

budget implementation plans and ultimately the delivery of services. The tabling 

of three-year service delivery and budget implementation plans, together with the 

revenue and expenditure estimates for the corresponding period, provides a basis 

for the introduction of important enhancements to the previous budget process. 

Greater attention will be given to service delivery achievements, changes to 

policies and plans, and how these translate into requests for increases in baseline 

allocations. 

 

The success of the budget process will require a team effort and will depend on 

the understanding and commitment of those involved. It will further require 

closer working relationship between the Budget Office, IDP Offices and Business 

Unit Managers to improve the usefulness of information that is presented in the 

budget. 

 

The policy shall apply to all the relevant parties within the Overberg District 

Municipality that are involved throughout the budget process.  
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2. PURPOSE OF THE POLICY 
 

The purpose of this policy is to control and inform the basis, format and 

information that are included in the Budget documentation. 

 

3. MEDIUM TERM REVENUE AND EXPENDITURE FRAMEWORK (M TREF) 
 

Medium-term budgeting is a continuous process which covers a time span of 

more that one year. The purpose of such a process is to assist in planning over 

the medium-term and to reflect the effect of current decision over the medium 

term. 

 
The budget process will aim to facilitate the achievement of the aforementioned 

objectives and in doing so; it will allow the municipality to: 

 
Plan for the period covered by the MTREF - three years presently, 
 
Evaluate changing priorities and implementation plans that 

increase accountability of projects that is executed over the medium-term, 

 
Involve various role-players who provide political and technical expertise when 

faced with the challenge to make trade-offs between equally important 

strategic priorities, and 

 
Allocate resources in line with strategic priorities and service delivery 
plans 

 
 

When finalising budget  documentation,  departments  are  encouraged  to  pay 

particular attention to: 

 
Improving the alignment between the IDP, operational plans, existing medium- 

term allocations and expected service delivery milestones, and 

Optimising the inclusion of new priorities within baseline allocations through 

reprioritisation, and 
 

Ensuring the affordability of revised medium-term plans which require an 

increase to baseline allocations. 
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4. FORMAT AND CONTENT OF THE BUDGET  
 
 

The budget of the Council consists of the operating budget (operating revenue 

and expenditure), the capital budget as well as a number of strategic reports, 

graphs and schedules that should enhance the understanding of the document 

and its objective. 

 

The budget must be a reflection of the Integrated Development Plan of Council. 

 
The annual budget and supporting documentation of a municipality must be in the 

format specified in section 71(3) of the Act, read with Schedule A of the Budget 

and Reporting Regulations, Notice 393 of 2009 (of which a summary is attached 

hereto as Annexure “A”), and include all the required tables, charts and 

explanatory information, taking into account any guidelines issued by the Minister 

in terms of section 168(1) of the Act, covering the following – 

• Mayor’s report 

• Resolutions 

• Executive summary 

• Annual budget tables {Reg. Schedule A.2.Part 1} 

• Overview of annual budget process 

• Overview of alignment of annual budget with Integrated Development Plan 

• Measurable performance objectives and indicators 

• Overview of budget related policies 

• Overview of budget funding 

• Expenditure on allocations and grant programmes 

• Allocations of grants made by the municipality – 

in terms of section 71(3)(j) to:  

other municipalities  

municipal entities 

other external mechanisms 

other organs of state 

any organisations or bodies referred to in section 67(1) 
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• Councillor and board member allowances and employee benefits 

• Monthly targets of revenue, expenditure and cash flow 

• Annual budgets and service delivery and budget implementation plans –

internal departments 

• Annual budgets and service delivery agreements – municipal entities and 

other external mechanisms 

• Contracts having future budgetary implications 

• Capital expenditure details 

• Legislation compliance status 

• Other supporting documents – 

to include the following listed under sections 71(3)(f),(g) & (h): 

particulars of the municipality’s investments 

any prescribed budget information of linked municipal entities 

particulars of any proposed municipal entities intended to be linked 

• Municipal manager’s quality certification 

{Reg. Schedule A.2.Part 1} 

 

 

5. BUDGET PRINCIPLES 

5.1 CAPITAL BUDGETS 

The capital budget refers to the allocations made to specific infrastructural 

projects and the purchase of equipment and other forms of assets having a 

lifespan of more than one year.  

5.1.1. Basis of Calculation 

a) The zero based method is used in preparing the annual capital 

budget, except in cases where a contractual commitment has been 

made that would span over more than one financial year. 

b) The annual capital budget shall be based on realistically anticipated 

revenue, which should be equal to the anticipated capital expenditure 

in order to result in a balanced budget. 
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c) The impact of the capital budget on the current and future operating 

budgets in terms of finance charges to be incurred on external loans, 

depreciation of fixed assets, maintenance of fixed assets and any 

other operating expenditure to be incurred resulting directly from the 

capital expenditure, should be carefully analysed when the annual 

capital budget is being compiled. 

d) In addition, the council shall consider the likely impact of such 

operational expenses- net of any revenues expected to be generated 

by such item- of future property rates and service tariffs. 

 

5.1.2.  Financing 

Own Financing Sources (Basic Capital Budget) 

The Council shall establish a Capital Replacement Reserve (CRR) for 

the purpose of financing capital projects and the acquisition of capital 

assets. Such reserve shall be established from the following: 

a) unappropriated cash-backed surpluses to the extent that such 

surpluses are not required for operational purposes 

b) further amounts appropriated as contributions in each annual or 

adjustments budget; and 

c) net gains on the sale of fixed assets in terms of the fixed asset 

management and accounting policy. 

 

Other Finance Sources (Ad Hoc Capital Budget) 

The Ad- Hoc capital budget shall be financed from external sources such as 

the following: 

a) Grants and subsidies as allocated in the annual Division of Revenue of 

Act. 

b) Grants and subsidies as allocated by Provincial government. 

c) External Loans 

d) Private Contributions 
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e) Contributions from the Capital Development Fund (developer’s 

contributions) 

and, 

f) Any other financing source secured by the local authority. 

 

5.2 OPERATING BUDGETS 

The operating budget refers to the funds that would be raised in the delivery 

of basic services, property rates, grants & subsidies and any other municipal 

services rendered. These funds are in turn used to cover the expenses 

incurred in the day to day running of the organization. 

 

5.2.1. Basis of Calculation 

a) The principle of zero-based budgeting shall be applied in preparing 

the annual operating budget.  

b) The annual operating budget shall be based on realistically 

anticipated revenue, which should be equal to the anticipated 

operating expenditure in order to result in a balanced budget. 

c) An income based approach shall be used where the realistically 

anticipated income would be determined first and the level of 

operating expenditure would be based on the determined income, 

thus resulting in a balanced budget. 

 

5.2.2.  Financing 

The operating budget shall be financed from the following sources of 

financing: 

 

a) Service Charges 

 (i) Karweiderskraal Landfill Site 

(ii) Resorts 

Service charges shall be based on the tariff growth rate as 

agreed upon. 
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b) Agency Services 

 A rate based on the specific Service Level Agreements.  

 

c) Grants & Subsidies 

 Grants and subsidies shall be based on all the gazetted grants 

and subsidies plus all other subsidies received by the 

organization. 

 

c) Interest on Investments 

 The budget for interest and investment shall be in accordance 

with the Cash Management and Investment policy of the 

organization. 

 

d) Rental Fees 

  Fees for rental property. facilities and equipment will be 

budgeted for based on the percentage growth rate as determined 

by Financial Services for a particular budget year 

 

e) Licences and Permits 

Fees for licences and permits will be budgeted for based on the 

actual income received in the preceding year and the percentage 

growth rate as determined by Financial Services for a particular 

budget year 

 

f) Other Income 

 All other income items will be budgeted for based on the actual 

income received in the preceding year and the percentage growth 

rate as determined by Financial Services for a particular budget 

year. 
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5.2.3. Budget Categories 

The following expenditure categories shall be accommodated in the 

operating budget. 

a) Salaries, Wages and Allowances 

The salaries and allowances are calculated based on the 

percentage increases as per the collective agreement between 

organised labour and the employer for a particular period. The 

remuneration of all political office bearers is based on the 

limitations and percentages as determined by the Department of 

Housing and Local Government. 

b) Bulk Purchases 

The expenditure on bulk purchases shall be determined using the 

tariffs as stipulated by the Water Boards and NERSA and by any 

other service provider from time to time. 

c) Other General Expenditure 

A percentage growth for all other general expenditure will be 

based on the percentage determined by Financial Services in line 

with prevailing growth rates and the CPIX. 

d) Repairs and Maintenance 

The budget of repairs and maintenance shall be based on the 

increment as determined by Financial Services in conjunction 

with the needs of the departments in terms of repairing their 

assets. 

e) Capital Expenses 

Capital expenses refer to interest and redemption that has to be 

repaid on an external loan taken up by Council. The budget for 

capita expenses will be determine by the repayments that the 

municipality is liable for based on the agreements entered into 

with the other party. 
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f) Contributions to Capital 

A global amount that will be spent on the acquisition of small 

capital items is determined. The needs of departments in terms of 

small capital items are requested and these needs are then 

prioritized and then the budget is allocated to those prioritized 

items. 

g) Contributions to Funds 

Refers to the contribution made to provisions (e.g. leave reserve 

fund) on annual basis and is determined based on the actual 

expenditure in the previous year and any other factor that could 

have an effect. 

h) Less: Debited Elsewhere 

This category refers to interdepartmental charges within the 

organization. The performance of each of line items is analyzed 

and then the budget is based on the preceding year’s 

performance. 

i) Appropriations 

Refers to the transfers to- and from the capital replacement 

reserve, to offset depreciation charges. Appropriations are 

determined on an annual basis. 

 

 
6. BUDGET PROCESS 
 

6.1  BUDGET STEERING COMMITTEE 

A Budget Steering Committee, which may be part of a MFMA Combined 

Steering Committee, must be established by the Executive Mayor, in terms 

of regulation 4 of the Municipal Budget and Reporting Regulations, to 

provide technical assistance to the Mayor in discharging the budget process 

and related matters set out in section 53 of the Act. 
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6.2 QUALITY CERTIFICATION 

Whenever an annual budget and supporting documentation, an adjustments 

budget and supporting documentation or an in-year report of a municipality 

is submitted to the mayor, tabled in the municipal council, made public or 

submitted to another organ of state, it must be accompanied by a quality 

certificate complying with Schedule A, B or C of the regulations, as the case 

may be, and signed by the municipal manager {Reg.5}. 

 

6.3 CONSISTENCY IN BASES OF MEASUREMENT AND ACCOUNT ING 
POLICIES  

 The municipal manager of a municipality must take all reasonable steps to 
ensure that – 

(a) the basis of measurement and accounting policies underpinning the 

municipality’s annual financial statements are the same as those used in 

the preparation of the municipality’s annual budget and supporting 

documentation, its adjustments budgets and supporting documentation, 

and its in-year reports; and  

(b) any differences or changes between financial years are explicitly noted.  

{Reg.6}. 

 

6.4 BUDGET RELATED POLICIES 

The municipal manager of a municipality must prepare, or take all 

reasonable steps to ensure the preparation of the budget-related policies of 

the municipality – as defined in section 1 of the Act and representing policies 

that affect or are affected by the annual budget and as listed under 

regulation 7 in the attached Annexure”A”, or any necessary amendments to 

such policies, in accordance with the legislation applicable to those policies 

for tabling in the municipal council by the applicable deadline specified by 

the mayor in terms of section 21(1)(b) of the Act. {Reg.7}. 
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6.5 FUNDING AND RESERVES POLICY 

(a) Each municipality must have a funding and reserves policy which 
must set out the assumptions and methodology for estimating –  

(i) projected billings, collections and all direct revenues; 

(ii) the provision for revenue that will not be collected; 

(iii) the funds the municipality can expect to receive from 
investments; 

(iv) the dividends the municipality can expect to receive from 
municipal entities; 

(v) the proceeds the municipality can expect to receive from the 
transfer or disposal of assets; 

(vi) the municipality’s borrowing requirements; and 

(vii) the funds to be set aside in reserves. 

{Reg.8(1)}. 

(b) When developing or amending the funding and reserves pol icy  of 
the municipality, the municipal manager must ensure that the policy –  

(i) is consistent with the most recent actual billings and collection 
trends; 

(ii) takes into account the credit rating of the municipality, if 
available, the financial position of the municipality, the cost of 
borrowing and the capacity to repay debt; 

(iii) takes into account all the budget-related policies of the 
municipality, particularly recent amendments to any of those 
policies;  

(iv) takes account of any statutory requirements to set aside funds in 
reserves; and 

(v) takes account of the transfer and disposal of assets. 

{Reg.8(2)}. 
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6.6 PLANNING 

(a) Budget Time Table  

The Chief Financial Officer (CFO) shall prepare a draft budget timetable 

for the ensuing financial year which shall be tabled by the Executive 

Mayor to Council for approval at least 10 months before the start of the 

next budget year.  

The budget timetable shall contain key deadlines for: 

i) the annual review of the IDP 

ii) the review of budget related policies 

iii) the preparation, tabling and approval of the annual budget 

iv) the consultative processes forming part of the budget process, 

prescribed in sections 21,22 and 23 of the Act. 

Business Unit Managers shall ensure that they meet the deadlines as set 

out in the Budget Timetable. 

{Section 21(1)(b) of Act}. 

(b) Budget strategy 

The CFO shall prepare a Budget Strategy for approval by Council, which 

shall contain the principles, objectives and strategies that will apply 

during the forthcoming budget preparation process. Such Budget 

Strategy shall take cognisance of the directives, guidelines and economic 

factors prevailing at the time or circulated by National and Provincial 

Government. The Budget Strategy shall give general direction to the 

budget process and also indicate affordable budget growth and 

envisaged tariff increases as the base line of the budget process. 

{Section 21(1)(b) of Act}. 
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(c) Budget compilation process 

The process to be followed in the compilation of the budget is as follows 

and should incorporate the funding principles detailed under paragraph 

6.7 below: 

 
i) The CFO, in conjunction with the Manager: Budget Office, and after 

consultation with the Budget Steering Committee set the reasonable 

growth level of the capital budget to be financed out of own sources 

(CRR) and the operational budget based on the current financial 

performance and the prevailing industry growth levels (i.e. CPIX). 

 
ii) After the income has been determined, an acceptable growth level for 

the operating expenditure is determined and the draft operating budget 

is discussed with the relevant Business Unit Managers for their perusal 

and amendments. 

 
iii) The draft operating and capital budget is compiled based on the 

projects that emanated out of the engagements with the different 

stakeholders. 

 
iv) The CFO, together with the Manager: Budget Office, engage with the 

Business Unit Managers and specifically the IDP Manager in order to 

determine the priorities for a particular financial year and to determine 

the ranking of projects based on these priorities. 

 

v) The CFO to prepare and submit to the mayor, via the budget steering 

committee, for consideration the following: 

 

• The draft operating and capital budget for perusal and suggestions; 
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• A draft service delivery and budget implementation plan, to include 

the components as listed under paragraph 7.1 below, for the budget 

year [section 69(3)(a)] together with the annual budget as prescribed 

by regulation 14(2); 

 
• Drafts of the annual performance agreements as required in terms of 

section 57(1)(b) of the Act [section 69(3)(b)]. 

 

6.7 FUNDING 

 (a) Funding of expenditure 

(i) The funding of an annual budget must: 

• be estimated in accordance with the assumptions and 

methodologies set out in the funding and reserves policy of the 

municipality referred to in paragraph 6.5 {Reg.8}; and 

• be consistent with the trends, current and past, of actual funding 

collected or received {Reg.10(1)}. 

(ii) Realistically anticipated revenues to be received from national or 

provincial government, national or provincial public entities, other 

municipalities, municipal entities, donors or any other source may be 

included in an annual budget only if there is acceptable 

documentation that guarantees the funds.  

Acceptable documentation is constituted as listed under regulation 
10(2). 

(iii) Estimated provision for revenue from rates, taxes, levies or other 
charges that will not be collected must be budgeted for separately 
and reflected on the expenditure side of the municipality’s annual 
budget and not netted out from budgeted revenue {Reg.10(3)}.  

(iv) The cash flow budget required in terms of Schedule A must reflect all 
funds realistically forecast to be collected, including arrears {Reg. 
10.4}.  
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(v) The municipal manager in signing the quality certificate in Schedule 
A, certifies that all ratepayers and consumers are accounted for in the 
annual budget calculations and that billing systems including property 
records and metering information are up to date and consistent with 
the revenue projections in the annual budget {Reg.10.5}. 

(vi) To determine whether an annual budget is funded in accordance with 
section 18 of the Act, a simultaneous analysis is required of the 
financial performance, financial position, cash flow, and capital 
expenditure budgets together with any requirements for working 
capital and cash investments held for statutory or contractual 
purposes {Reg.10(6)}.  

 

(b) Funding of capital expenditure 
An annual budget must show total capital expenditure and the different 
sources of funding. 

All sources of funding shown must be available, and must not have been 
committed for other purposes. 

The total budgeted capital funding by source must equal the total 
budgeted capital expenditure.  

 

(c) Funds created in terms of section 12 of the Act (i.e. Relief, charitable, 
trust funds). 

Funds created in terms of section 12 of the Act must be fully cash 
backed. 

A municipality may make expenditures or donations in support of the 
objectives for which funds created in terms of section 12 of the Act were 
established if approved in an annual budget or adjustments budget. 

No municipal funds may be paid into a fund created in terms of section 
12 of the Act. 

{Reg.11}. 
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6.8 APPROVAL OF CAPITAL PROJECTS   

(a) Within ten working days after the municipal council has given individual 
approval for a capital project in terms of section 19(1)(b) of the Act, the 
municipal manager must in accordance with section 21A of the Municipal 
Systems Act make public –  

(i) the municipal council resolution approving the capital project; and 

(ii) details of the nature, location and total projected cost of the approved 
capital project. 

(b) The following capital projects may be approved by a council either 
individually or as part of a consolidated capital programme as 
contemplated in section 19(3) of the Act:  

(i) capital projects of which the total projected cost is below 5% of the 
municipality’s revenue, in the case of a municipality with approved total 
revenue in its current annual budget not exceeding R250 million;  

(ii) capital projects of which the total projected cost is below 8% of the 
municipality’s revenue, in the case of a municipality with approved total 
revenue in its current annual budget greater than R250 million but not 
exceeding R500 million; and 

(iii) capital projects of which the total projected cost is below R50 million, 
in the case of a municipality with approved total revenue in its current 
annual budget greater than R500 million. 

 

(c) Paragraph 5.8(a) does not apply to capital projects whose total projected 

cost when the annual budget is approved is below the values set out in  

 paragraph 5.8(b). 

 
(d) Expenditure needed for capital projects below the values set out in 

paragraph 5.8(b) may be included in the annual budget before the project 
is approved in terms of section 19(3) of the Act. 

{Reg.13} 
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6.9 TABLING IN COUNCIL 

 

(1)  The draft budget must be tabled to Council at least 90 days before the 

start of the new financial year (31 March) in terms of sections 16(2) with 

the accompanying quality certificate required in terms of the Budget 

and Reporting Regulations. {Reg.5}.  

 

(2) An annual budget and supporting documentation tabled in a municipal 
council in terms of section 17(3) of the Act [accompanied by the specific 
documents] must –  

(a) be in the format in which it will eventually be approved by the 
council; and  

(b) be credible and realistic such that it is capable of being approved 
and implemented as tabled.  

(3) When complying with section 68 of the Act [Budget preparation – 
assistance to the mayor] , the municipal manager must submit the draft 
municipal service delivery and budget implementation plan [Reg.14(2)] 
to the mayor together with the annual budget to be considered by the 
mayor for tabling in terms of section 16(2) of the Act.  

(4) For effective planning and implementation of the annual budget, the 
draft municipal service delivery and budget implementation plan may 
form part of the budget documentation and be tabled in the municipal 
council if so recommended by the budget steering committee. 

 {Reg.14} 

 

 

6.10 PUBLICATION AND SUBMISSION FOR CONSIDERATION 

(1)  After the draft budget is approved by Council, it is released for public 

comment and for National and Provincial Treasuries as required by 

section 22 of the Act. 
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(2) When making public the annual budget and supporting documentation 
in terms of section 22(a) of the Act, read with section 21A of the 
Municipal Systems Act, the municipal manager must also make public 
any other information that the municipal council considers appropriate 
to facilitate the budget consultation process, including – 

(a) summaries of the annual budget and supporting documentation in 

alternate languages predominant in the community; and 

(b) information relevant to each ward in the municipality. 

 

(3) All information contemplated in (1) above must cover: 

(a) the relevant financial and service delivery implications of the annual 
budget; and  

(b) at least the previous year’s actual outcome, the current year’s 
forecast outcome, the budget year, and the following two years.  

(4) When submitting the annual budget to the National Treasury and the 
relevant provincial treasury in terms of section 22(b)(i) of the Act, the 
municipal manager must also submit to the National Treasury and the 
relevant provincial treasury, in both printed and electronic form –  

(a) the supporting documentation as tabled in the municipal council; 

(b) the draft service delivery and budget implementation plan; and 

(c) any other information as may be required by the National Treasury. 

 

(5) The municipal manager must send copies of the annual budget and 
supporting documentation as tabled in the municipal council, in both 
printed and electronic form to –  

(a) any other municipality affected by the annual budget within ten 
working days of the annual budget being tabled in the municipal 
council; and 

(b) any other organ of state on receipt of a request from that organ of 
state. 

 {Reg.15} 
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6.11 CONSULTATIONS ON TABLED BUDGETS 

(1) The mayor must for purposes of section 23 of the Act table the following 
documents in the municipal council – 

(a) a report summarising the local community’s views on the annual 
budget;  

(b) any comments on the annual budget received from the National 
Treasury and the relevant provincial treasury; 

(c) any comments on the annual budget received from any other organ 
of state, including any affected municipality; and 

(d) any comments on the annual budget received from any other 
stakeholders. 

(2) The municipal manager must assist the mayor in the preparation of the 
documents referred to in subparagraph (1) and section 23(2) of the Act. 

{Reg. 16}. 

(3) Once the comments from the public, and the National and Provincial 
Treasuries have been submitted, noted and considered, the necessary 
amendments are made to the draft budget and the budget is then tabled 
for Council to consider approval of the budget at least 30 days before 
the start of the budget year (31 May). 

 

6.12 APPROVAL  OF ANNUAL BUDGETS 

(1) A municipal council must consider the full implications, financial or 
otherwise, of the annual budget and supporting documentation before 
finally approving the annual budget before the start of the budget year. 

 

(2) When approving an annual budget, a municipal council must in terms of 

section 24(2)(c) of the Act, consider and adopt separate resolutions 

dealing with each of the matters contemplated in that section. 

{Reg.17}. 
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6.13 PUBLICATION OF APPROVED BUDGET 

(1) Within ten working days after the municipal council has approved the 
annual budget of a municipality, the municipal manager must in 
accordance with section 21A of the Municipal Systems Act make public 
the approved annual budget and supporting documentation and the 
resolutions referred to in section 24(2)(c) of the Act. 

(2) The municipal manager must also make public any other information 
that the municipal council considers appropriate to facilitate public 
awareness of the annual budget, including – 

(a) summaries of the annual budget and supporting documentation in 
alternate languages predominant in the community; and  

(b) information relevant to each ward in the municipality. 

 (3) All information contemplated in subparagraph (2) must cover: 

(a) the relevant financial and service delivery implications of the annual 
budget; and  

(b) at least the previous year’s actual outcome, the current year’s 
forecast outcome, the budget year and the following two years.  

{Reg.18}. 

 

6.14 PUBLICATION OF APPROVED SERVICE DELIVERY AND B UDGET 

IMPLEMENTATION PLAN 

 The municipal manager must in accordance with section 21A of the 

Municipal Systems Act make public the approved service delivery and 

budget implementation plan within ten working days after the mayor has 

approved the plan in terms of section 53(1)(c)(ii) of the Act. {Reg.19}. 
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6.15 SUBMISSION OF APPROVED ANNUAL BUDGET 

(1) The municipal manager must comply with section 24(3) of the Act within 
ten working days after the municipal council has approved the annual 
budget. 

(2) The municipal manager must submit to the National Treasury and the 
relevant provincial treasury, in both printed and electronic form –  

(a) the supporting documentation within ten working days after the 
municipal council has approved the annual budget; 

(b) the approved service delivery and budget implementation plan within 
ten working days after the mayor has approved the plan; and 

(c) any other information as may be required by the National Treasury. 

(3) The municipal manager must send copies of the approved annual budget 
and supporting documentation, in both printed and electronic form to –  

(a) any other municipality affected by the annual budget within ten 
working days after the municipal council has approved the annual 
budget; and 

(b) any other organ of state on receipt of a request from that organ of 
state. 

{Reg.20}. 

 

7. BUDGET IMPLEMENTATION     

7.1 After the budget has been approved, the service delivery and budget 

implementation plan (SDBIP) should be compiled to include the following 

components – 

� Monthly projections of revenue to be collected for each source 

� Monthly projections of expenditure (operating and capital) versus actual 

expenditure for each vote 

� Quarterly projections of service delivery targets and performance 

indicators for each vote 

� Detailed capital works plan broken down by ward over three years. 
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7.2 The SDBIP must be tabled to the Mayor within 28 days after aforementioned 

approval. After the SDBIP has been considered by the Mayor, in 

consultation with the Budget Steering Committee, and approved, copies 

must be circulated to other Councillors for information. 

 
7.3 Each Business Unit Manager has to indicate the intended spending patterns 

of both their capital and operating budgets. (Cash flows) 

 
7.4 These listed cash flows are consolidated into the Service Delivery and 

Budget Implementation Plan of the organisation. 

 
7.5 The SDBIP will be monitored on a monthly basis where actual spending will 

be compared with the planned spending as indicated by the Business Unit 

Managers at the beginning of the year. 

 

7.6 Each Business Unit Manager  can use their respective vote numbers as 

indicated on the budget. 

 

7.7 The Mayor, in consultation with the Budget Steering Committee, must take 

all reasonable steps to ensure that the annual performance agreements of 

the municipal manager and all senior managers – 

comply, and are concluded, as required in terms of section 57 the 

Municipal Systems Act, and 

are linked to the measurable performance objectives approved with the 

budget and SDBIP.  

 

7.8 The municipal manager must in accordance with section 21A of the 
Municipal Systems Act make public the approved service delivery and 
budget implementation plan within ten working days after the mayor has 
approved the plan in terms of section 53(1)(c)(ii) of the Act.  
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8.  BUDGET VIREMENTING 

 

8.1. Virement Clarification 

Virement is the process of transferring budgeted funds from one line item 

number to another, with the approval of the relevant Manager and CFO, to 

enable budget managers to amend budgets in the light of experience or to 

reflect anticipated changes. {Section 28 (2) (c) MFMA}. 

 

8.2. Virement Procedure 

a) All virement proposals must be completed on the appropriate documentation 

and forwarded to the relevant Finance Officer for checking and 

implementation. 

b) All virements must be signed by the Director of the directorate within which 

the vote is allocated. (Section 79 MFMA) 

c) All virements should be approved in line with Council’s System of 

Delegation. 

d) Projected cash flows in the SDBIP should be adjusted in line with the 

virement. 

e) All documentation must be in order and approved before any expenditure 

can be committed or incurred. (Section 79 MFMA) 

f) The Municipal Manager will report to the Mayor on a monthly basis on those 

virements that have taken place during the preceding month. 

g) All virements of funds between votes (directorates) must be approved by the 

Municipal Manager and reported to the Executive Mayoral Committee on a 

monthly basis. 
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8.3. Virement Restrictions 

a) Virements between votes should be permitted where the proposed shifts in 
  funding facilitate sound risk and financial management (e.g. the   
  management of central insurance funds and insurance claims from separate 
  votes). 

 
b) Virements from the capital budget to the operating budget are not allowed. 

 
c) No virement may be made where it would result in over expenditure of a line 

item. (section 32 MFMA) 
 

d) Virements should not result in adding ‘new’ projects to the Capital Budget. 
 
e) Virements towards personnel expenditure are not permitted. 
 
f) Budgets from the following line items may only be transferred by Financial 

Services: 
(i) Salaries and allowances 
(ii) Depreciation 
(iii) Capital Cost (Interest and Redemption) 
(iv) Appropriations 
(v) Contributions to Funds 
(vi) Administration Cost 
(vii) Municipal Services Consumption (Water, Electricity, Refuse and 

Sewerage) 
 

g) Virements to or from the following items should not be permitted: bulk 
purchases; debt impairment, interest charges, grants to individuals, revenue 
foregone, insurance and VAT). 

 
h) An approved virement does not give expenditure authority and all 

expenditure resulting from approved virements must still be subject to the 
procurement/supply chain management policy of Council as periodically 
reviewed. 
 

h) Virements may not be made between Expenditure and Income. 
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9. ADJUSTMENTS BUDGET 

 

9.1 AUTHORITY 

Budget amendments are only allowed when Council approve a 

recommendation by the Executive Mayor, in terms of section 28 of the Act, to 

revise the approved annual budget. 

 

9.2 TIMEFRAMES AND REASONS FOR ADJUSTMENTS BUDGETS 

 

(a) During the year – 

Should any material under-collection of revenue become a reality, the 

revenue and expenditure estimates must  be adjusted downwards 

{Section 28(2)(a) of the Act}; 

 

(b) At any time after the mid-year budget and perfo rmance assessment 

has been tabled in council, but not later than 28 F ebruary of the 

current year – 

(i) Additional revenues that have become available over and above those 

anticipated in the annual budget may be appropriated, but only to revise 

or accelerate spending programmes already budgeted for {Section 

28(2)(b) of the Act & Reg.23(1)} ; 

(ii) The utilization of projected savings in one vote may  be utilized towards 

spending under another vote {Section 28(2)(d) of the Act & Reg.23(1)}; 

(iii) Any errors in the annual budget may  be corrected {Section 28(2)(f) of 

the Act & Reg.23(1)}; 

(iv) Unauthorised expenditure of the current financial year, not recoverable  

from the person liable for that expenditure, may be authorised in terms 

of section 32(a)(i) of the Act {Reg. 23(6)(a)}. 
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(c) Only one adjustments budget referred to in (b) above may be tabled 

in council during a year, except when – 

the additional revenues referred to in (b)(i) above are allocations to the 

municipality in a National or Provincial adjustments budget, when it will be 

required that the Mayor must , at the next council meeting, but within 60 

days of the approval of the relevant National or Provincial adjustments 

budget, table an adjustments budget in council to appropriate the 

additional revenues {Section 28(2)(b) of the Act & Reg.23(2)/(3)}; 

 

(d) At the first available opportunity after any un foreseeable and 

unavoidable expenditure was incurred – 

the mayor may in emergency or other exceptional circumstances 

recommend the authorization of unforeseeable and unavoidable 

expenditure for which no provision was made in an approved budget and 

table the adjustment budget but if  such adjustments budget is not passed  

by council within 60 days after the unforeseeable and unavoidable 

expenditure was incurred, the expenditure is unauthorized and section 32 

of the Act applies {section 28(2)c) & 29(3) of the Act / Reg.23(4)}; 

 

(e) After the end of the past financial year where the under-spending 

could not reasonably have been foreseen at the time  –  

The authorization of the spending of funds, that was unspent at the end of 

the past year where the under-spending could not reasonably have been 

foreseen at the time to include projected roll-overs when the annual budget 

for the current year was approved by council, must  be approved in an 

adjustments budget for that purpose by the council by 25 August of the 

year following the year to which the roll-overs relate {Section 28(2)(e)/ 

29(3) of the Act & Reg.23(5)}; 
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(f) When the mayor tables the annual report, within sev en months after 

the end of a financial year, in terms of section 12 7(2) of the Act–  

A special adjustments budget must be tabled in the municipal council 

which may only deal with unauthorised expenditure from the previous 

financial year, which the council is being requested to authorize in terms of 

section 32(2)(a)(i) of the Act {Reg. 23(6)(b)}.  

 

9.3 FORMAT 

An adjustments budget and supporting documentation of a municipality must 

be in the format specified in Schedule B of the regulations and include all the 

required tables, charts and explanatory information, taking into account any 

guidelines issued by the Minister in terms of section 168(1) of the Act {Reg. 

21}. 

 

9.4 FUNDING 

An adjustments budget of a municipality must be appropriately funded. 
The supporting documentation to accompany an adjustments budget in terms 

of section 28(5) of the Act must contain an explanation of how the adjustments 

budget is funded {Reg. 22}. 

 

9.5 SUBMISSION OF TABLED ADJUSTMENTS BUDGET 

When submitting the tabled adjustments budget to the National Treasury and 

the relevant provincial treasury in terms of section 28(7) of the Act, read 

together with section 22(b)(i) of the Act, the municipal manager must submit in 

both printed and electronic form – 

• the supporting documentation referred to in section 28(5) of the Act 
within ten working days of the adjustments budget being tabled in the 
municipal council; and 

• any other information as may be required by the National Treasury. 

The municipal manager must send copies of an adjustments budget and 
supporting documentation, in both printed and electronic form to –  
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• any other municipality affected by that adjustments budget within ten 
working days of the adjustments budget being tabled in the municipal 
council; and 

• any other organ of state on receipt of a request from that organ of 
state. 

{Reg. 24}. 
 
 

9.6 APPROVAL 
A municipal council must consider the full implications, financial or otherwise, 
of the adjustments budget and supporting documentation referred to in 
regulation 21 before approving the adjustments budget. 

An adjustment budget must be accompanied by all of the following: 

• An explanation of how the adjustments affect the approved annual 

budget; 

• Appropriate motivation of any material changes to the annual budget;  

• An explanation of the impact of any increased spending on the annual 

budget and the annual budgets for the next two years; and  

• Any other supporting documentation that may be prescribed. 

 

Expenditure may only be incurred on amended budgets after approval by 

Council of such Budget amendment, except in case of emergency or other 

exceptional circumstances as defined in Section 29 of the MFMA. 

 
When approving an adjustments budget, a municipal council must consider 
and adopt separate resolutions dealing with each of the following matters 
listed in Part1 and 2 of Schedule B of the regulations - 
Mayor’s report; 
Resolutions; 
Executive summary; 
Tables; 
Supporting documentation. 
{Reg. 25 / Schedule B.2}. 
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9.7 PUBLICATION 
Within ten working days after the municipal council has approved an 
adjustments budget, the municipal manager must in accordance with section 
21A of the Municipal Systems Act make public the approved adjustments 
budget and supporting documentation, as well as the resolutions referred to in 
regulation 25(3) and information required under regulation 26(2). 
{Reg.26} 
 

 

9.8 SUBMISSION OF APPROVED ADJUSTMENTS BUDGET AND O THER 

DOCUMENTS 

(1) The municipal manager must comply with section 28(7) of the Act read 
together with section 24(3) of the Act within ten working days after the 
municipal council has approved an adjustments budget. 

 
(2) When submitting an adjustments budget to the National Treasury and the 

relevant provincial treasury in terms of section 28(7) of the Act read 
together with section 24(3) of the Act, the municipal manager must also 
submit to the National Treasury and the relevant provincial treasury, in 
both printed and electronic form –  
(a) the supporting documentation within ten working days after the 

municipal council has approved the adjustments budget; 
(b) the amended service delivery and budget implementation plan, within 

ten working days after the council has approved the amended plan in 
terms of section 54(1)(c) of the Act; and 

(c) any other information as may be required by the National Treasury. 
 

(3) The municipal manager must send copies of an approved adjustments 
budget and supporting documentation, in both printed and electronic form 
to –  

(a) any other municipality affected by that adjustments budget within ten 

working days after the municipal council has approved the 

adjustments budget; and 

(b) any other organ of state on receipt of a request from that organ of 

state. 
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10. MONITORING AND REPORTING 

Reports mentioned under sections 10.1, 10.2 and 10.3 below must be in the format 

specified in Schedule C of the Municipal Budget and Reporting Regulations (Notice 

393 of 2009) and to include all the required tables, charts and explanatory 

information taking into account any guidelines issued by the Minister in terms of 

section 168(1) of the Act. 

 

10.1:  MONTHLY REPORTS 

A monthly report prepared by the Chief Financial Officer shall serve to 

monitor the actual expenditure against the Budget and cash flow forecasts 

reflected in the SDBIP for the period. Business Unit Managers shall provide 

any possible comments to the Chief Financial Officer for inclusion in the 

report before it is forwarded to the Municipal Manager for submission as 

prescribed by the Act and Regulations.  

a) The Municipal Manager must, not later than ten working days after the 

end of each calendar month, submit to the Executive Mayor and 

Provincial and National Treasuries a report in the prescribed format on 

the state of the municipality’s budget for such calendar month, as well as 

on the state of the budget cumulatively for the financial year to date. 

This report must reflect the following: 

i) actual revenues per source, compared with budgeted revenues; 

ii) actual expenses per vote, compared with budgeted expenses; 

iii)actual capital expenditure per vote, compared with budgeted 

expenses; 

iv) actual borrowings, compared with the borrowings envisaged to fund 

the capital budget; 

v) the amount of allocations received, compared with the budgeted 

amount; 

vi) actual expenses against allocations, but excluding expenses in 

respect of the equitable share; 
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vii) explanations of any material variances between the actual revenues 

and expenses as indicated above and the projected revenues by 

source and expenses by vote as set out in the service delivery and 

budget implementation plan; 

viii) the remedial or corrective steps to be taken to ensure that the 

relevant projections remain within the approved or revised budget; and 

ix) projections of the revenues and expenses for the remainder of the 

financial year, together with an indication of how and where the 

original projections have been revised. 

b) The report to the National and Provincial Treasuries must be both in 

electronic format and in a signed written document. 

{Reg.28 – 30} 

 

10.2 QUARTERLY REPORTS 

The Executive Mayor must submit to the Council within thirty days after the 

end of each quarter a report on the implementation of the budget and the 

financial state of affairs of the municipality as required by section 52 (d) of 

the Act.{Reg.31 - 32} 

 

10.3 MID-YEAR BUDGET AND PERFORMANCE ASSESSMENT 

a) The Municipal Manager must assess the budgetary performance of the 

municipality for the first half of the financial year, taking into account all 

the monthly budget reports for the first six months, the service delivery 

performance of the municipality as against the service delivery targets and 

performance indicators which were set in the service delivery and budget 

implementation plan in terms of section 72 of the Act. 

b) The Municipal Manager must then submit a report on such assessment to 

the Executive Mayor by 25 January each year as well as to Provincial 

Treasury and National Treasury. 
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c) The Municipal Manager may in such report make recommendations for 

adjusting the annual budget and for revising the projections of revenues 

and expenses set out in the service delivery and budget implementation 

plan subject to the requirements stipulated in section 9 of this policy. 

d) The Executive Mayor must submit the section 72 assessment report to 

Council by 31 January of each year as required by section 54(1) (f) of the 

Act. 

{Reg.33 – 35} 

 
10.4  WEBSITE REPORTING: 

The Municipal Manager must place on the municipality’s official website the 

following information relating to the budgetary process in terms of section 75 

of the Act: 

a) the annual and adjustments budgets and all budget-related documents; 

b) all budget-related policies; 

c) the annual report; 

d) all performance agreements; 

e) all service delivery agreements; 

f) all long-term borrowing contracts; 

g) all quarterly reports submitted to the Council on the implementation of the 

budget and the financial state of affairs of the municipality. 

 
 
 
 
 

-----------0---------- 
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ANNEXURE “A” 
 
 

SUMMARY OF  
 
 

MUNICIPAL BUDGET AND REPORTING REGULATIONS, Notice 393 of 2009 
 
---------------------------------------------------------------------------------------------------------------------------------- 
 

LISTING THE HEADINGS OF REGULATION NUMBERS  1 to 77  AND SCHEDULES A to G –  

 

WITH CLARIFICATION AND CROSS REFERENCE WHERE APPLICABLE 

 

(e.g. ‘Reg.4’ for Regulation 4 or ‘Reg.A10d’ for Schedule A 10 d in the Policy document  

and 

Policy paragraph 5.1 in this document)  

 

TO APPLICABLE SECTIONS OF THE BUDGET POLICY 

--------------------------------------------------------------------------------------------------------------------------------------- 

 

CHAPTER 1: INTERPRETATION, OBJECT AND APPLICATION OF THESE REGULATIONS 

1. Definitions 

2. Object of these Regulations 

3. Application of these Regulations 

 

CHAPTER 2: BUDGET AND BUDGET RELATED MATTERS OF MUNICIPALITIES 

Part 1: General provisions 

4. Budget steering committee {Policy paragraph 6.1} 

(1) The mayor of a 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. 

 

(2) The steering committee must consist of at least the following persons: 

(a) the councillor responsible for financial matters; 

(b) the municipal manager; 

(c) the chief financial officer;  

(d) the senior managers responsible for at least the three largest votes in the municipality; 

(e) the manager responsible for budgeting; 

(f) the manager responsible for planning; and 

(g) any technical experts on infrastructure. 
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5. Quality certification {Policy paragraph 6.2} 

Whenever an annual budget and supporting documentation, an adjustments budget and 

supporting documentation or an in-year report of a municipality is submitted to the mayor, tabled 

in the municipal council, made public or submitted to another organ of state, it must be 

accompanied by a quality certificate complying with Schedule A, B or C, as the case may be, and 

signed by the municipal manager. 

6. Consistency in bases of measurement and accounting policies {Policy paragraph 6.3} 

Part 2: Budget-related policies of municipalities 

7. Preparing and amending budget-related policies {Policy paragraph 6.4} 

The municipal manager of a municipality must prepare, or take all reasonable steps to ensure the 

preparation of the budget-related policies of the municipality, or any necessary amendments to 

such policies, in accordance with the legislation applicable to those policies for tabling in the 

municipal council by the applicable deadline specified by the mayor in terms of section 21(1)(b) of 

the Act. 

As defined in section 1 of the Act. Policies that affect or are affected by the annual budget of a municipality include - 

(a) the tariffs policy which the municipality must adopt in terms of section 74 of the Municipal Systems Act; 

(b) the rates policy which the municipality must adopt in terms of section 3 of the Municipal Property Rates Act; 

(c) the credit control and debt collection policy which the municipality must adopt in terms of section 96 of the 

Municipal Systems Act; 

(d) the cash management and investment policy which the municipality must adopt in terms of section 13(2) of 

the Act; 

(e) a borrowing policy which must comply with Chapter 6 of the Act; 

(f) a funding and reserves policy; 

(g) a policy related to the long-term financial plan; 

(h) the supply chain management policy which the municipality is required to adopt in terms of section 111 of the 

Act; 

(i) any policies dealing with the management and disposal of assets; 

(j) any policies dealing with infrastructure investment and capital projects, including – 

(i) the policy governing the planning and approval of capital projects; and 

(ii) the policy on developer contributions for property developments; 

(k) the indigents policy of the municipality; 

(l) any policies related to the provision of free basic services; 

(m) any policies related to budget implementation and monitoring including –  

(i) a policy dealing with the shifting of funds within votes; 

(ii) a policy dealing with the introduction of adjustments budgets;  

(iii) policies dealing with unforeseen and unavoidable expenditure; and 

(iv) policies dealing with management and oversight; 

(n) any policies related to managing electricity and water including – 

(i) a policy related to the management of losses; and 

(ii) a policy to promote conservation and efficiency; 

(o) any policies relating to personnel including policies on overtime, vacancies and temporary staff; 

(p) any policies dealing with municipal entities, including – 
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 (i) the service delivery agreement; and 

(ii) the dividend preference of the municipality; and 

(q) any other budget-related or financial management policies of the municipality. 

 

8. Funding and reserves policies {Policy paragraph 6.5} 

Part 3: Annual budgets of municipalities 

9. Format of annual budgets {Policy paragraph 4} 

The annual budget and supporting documentation of a municipality must be in the format 

specified in Schedule A and include all the required tables, charts and explanatory information, 

taking into account any guidelines issued by the Minister in terms of section 168(1) of the Act. 

10. Funding of expenditure {Policy paragraph 6.7(a)} 

11. Funding of capital expenditure {Policy paragraph 6.7(b)} 

12. Funds created in terms of section 12 of the Act {Policy paragraph 6.7(c)} 

13. Approval of capital projects {Policy paragraph 6.8} 

14. Tabling of annual budgets in municipal councils {Policy paragraph 6.9} 

15. Publication and submission of annual budgets for consultation {Policy paragraph 6.10} 

16. Consideration of annual budgets by municipal councils {Policy paragraph 6.11} 

17. Approval of annual budgets {Policy paragraph 6.12} 

18. Publication of approved annual budgets {Policy paragraph 6.13} 

19. Publication of approved service delivery and budget implementation plan {Policy paragraph 6.14} 

20. Submission of approved annual budget and other documents {Policy paragraph 6.15} 

Part 4: Adjustments budgets of municipalities 

21. Formats of adjustments budgets {Policy paragraph 9.3} 

22. Funding of adjustments budgets {Policy paragraph 9.4} 

23. Timeframes for tabling adjustments budgets {Policy paragraph 9.2} 

24. Submission of tabled adjustments budgets {Policy paragraph 9.5}  

25. Approval of adjustments budgets {Policy paragraph 9.6} 

26. Publication of approved adjustments budget {Policy paragraph 9.7} 
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27. Submission of approved adjustments budget and other documents {Policy paragraph 9.8} 

Part 5: In-year reports of municipalities {Policy paragraph 10} 

28. Format of monthly budget statements 

29. Tabling of monthly statements 

30. Publication of monthly budget statements 

31. Quarterly reports on implementation of budget 

32. Publication of quarterly reports on implementation of budget 

33. Format of mid-year budget and performance assessment 

34. Publication of mid-year budget and performance assessments 

35. Submission of mid-year budget and performance assessments 

CHAPTER 3: BUDGET AND BUDGET RELATED MATTERS OF MUNICIPAL ENTITIES  

36 to 59 –           NOT APPLICABLE for Overberg District Municipality 

CHAPTER 4: NON-COMPLIANCE WITH TIME PROVISIONS 

Part 1: Impending non-compliance by municipalities with time lines and deadlines concerning annual 

budgets 

60. Applications for extension of time limits 

61. Framework for consideration of applications 

62. Possible non-compliance with section 16(1) of the Act 

Part 2: Actual non-compliance by municipalities with time provisions concerning annual budgets and 

adjustments budgets 

63. Notification of actual non-compliance with time provisions 

64. Framework for consideration of notifications of non-compliance with time provisions affecting 

annual budgets and adjustments budgets 

Part 3: Non-compliance by municipalities with time provisions concerning in-year reports 

65. Notification of non-compliance with time provisions concerning in-year reports 

66. Framework for consideration of notifications of non-compliance with time provisions concerning 

in-year reports 
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Part 4: Non-compliance by municipal entities with time provisions  

67. Monitoring compliance with time provisions 

68. Notifications of non-compliance with time provisions 

69. Framework for consideration of notifications of non-compliance with time provisions 

70. Submission of information to National Treasury 

CHAPTER 5: FRAMEWORK FOR UNFORESEEN AND UNAVOIDABLE EXPENDITURE 

Part 1: Unforeseen and unavoidable expenditure by municipalities 

71. Authorisation of unforeseen and unavoidable expenditure 

72. Monetary limits on unforeseen and unavoidable expenditure 
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FUNDING AND RESERVE POLICY  
 

1. INTRODUCTION AND OBJECTIVE 
 
The Council sets as objective a long term financially sustainable municipality with 
acceptable levels of service delivery to the community. 
 
This policy aims to set standards and guidelines towards ensuring financial 
viability over both the short- and long term and includes funding as well as 
reserves requirements. 

  

2. SECTION A: FUNDING POLICY 
 

2.1 LEGISLATIVE REQUIREMENTS  
 
In terms of Sections 18 and 19 of the Municipal Finance Management Act (Act 
No 56 of 2003) (MFMA), an annual budget may only be funded from: 
 
• Realistically anticipated revenues to be collected; 
• Cash backed accumulated funds from previous years’ surpluses not 

committed for other purposes. and 
• Borrowed funds, but only for capital projects. 
 
Furthermore, spending on a capital project may only be commenced once the 
funding sources have been considered, are available and have not been 
committed for other purposes.   
 
The requirements of the MFMA are therefore clear in that the budget must be 
cash – funded i.e. cash receipts inclusive of prior cash surpluses must equal or 
be more than cash paid. 
 
In determining whether the budget is actually cash funded and in addition 
ensuring long term financial sustainability, the municipality will use analytical 
processes, including those specified by National Treasury from time to time. 
 

2.2 STANDARD OF CARE  
 
Each functionary in the budgeting and accounting process must do so with 
judgment and care, under the prevailing circumstances, as a person of prudence, 
discretion and intelligence would exercise to the management of his or her own 
finances with the primary objective of ensuring  that the objectives of this policy 
are achieved. 
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2.3 STATEMENT OF INTENT 
 
The municipality will not pass a budget which is not cash – funded or where any 
of the indicators as listed in this document are negative, unless acceptable 
reasons can be provided for non-compliance, provided that the requirements of 
the MFMA must at all times be adhered to. 
 

2.4 CASH MANAGEMENT  
 
Cash must be managed in terms of the municipality’s Cash Management and 
Investment Policy. 
 

2.5 DEBT MANAGEMENT  
 
Debt must be managed in terms of the municipality’s Debt Management Policy, 
together with any requirements in this policy. 
 

2.6 FUNDING THE OPERATING BUDGET 
 

2.6.1 INTRODUCTION 
 
The municipality’s objective is that the user of municipal resources must pay for 
such usage in the period it occurs. 
 
The municipality however, recognises the plight of the poor, and in line with 
national and provincial objectives, the municipality commits itself to subsidised 
services to the poor. This will necessitate cross subsidisation in tariffs to be 
calculated in the budget process. 
 

2.6.2 GENERAL PRINCIPLE WHEN COMPILING THE OPERATIN G BUDGET 
 
The following specific principles apply when compiling the budget: 
 
a) The budget must be cash – funded, i.e. revenue and expenditure 

projections must be realistic and the provision for impairment of receivables 
must be calculated on proven recovery rates; 

 
b) Growth parameters must be realistic and be based on historic patterns 

adjusted for current reliable information; 
 
c) Tariff adjustments must be fair, taking into consideration general inflation 

indicators as well as the geographic region’s ability to pay; 
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d) Revenue from Government Grants and Subsides must be in accordance 
with the amounts promulgated in the Division of Revenue Act, proven 
provincial transfers and any possible transfers to or from other 
municipalities. 

 
For the purpose of the Cash flow budget any National or Provincial grants 
that have been re-appropriated for roll–over purposes must be excluded 
from the calculation as it must be included in changes in Cash and Cash 
Equivalents and Payables. 

 
Furthermore, in the budget the total grants recognised as revenue must 
equal the total expected expenditure from grants, inclusive of capital 
expenditure and VAT as per directive given in MFMA circular 48. 

 
e) Projected revenue from services charges must be reflected as net (all billing 

less revenue foregone, which is free basic services, discounts and rebates). 
 

f) For the purpose of the Cash flow Budget all rebates and discounts must be 
deducted from the projected revenue. 

 
g) Only changes in fair values related to cash may be included in the cash flow 

budget. Changes to unamortised discount must be included in the 
Operating Budget but excluded in the cash flow budget. 

 
h) Employee related costs include contributions to non-current and current 

employee benefits. It is acknowledged that the non-current benefits’ 
requirements are well above the initial cash capabilities of the municipality, 
and it is therefore determined that provision for the short term portion of 
employee benefits, as well as an operating surplus calculated at 5% of the 
prior year balance of the long–term benefits, be included in the operating 
budget, in order to build sufficient cash for these requirements. The cash 
portion of the employee benefits must be accounted for in an “Employee 
Benefits Reserve”. 

 
i) Depreciation must be fully budgeted for in the operating budget. 
 

In order to ensure a sufficient accumulation of cash for the replacement of 
Property, Plant and Equipment and Intangible Assets, the amount of 
depreciation on assets funded from own sources, excluding assets funded 
from grants, public contributions and external loans must be reflected as a 
surplus on the cash flow budget. 

 
j) Contributions to provisions (non-current and current) do not form part of the 

cash flow. It is however, necessary to provide for an increase in cash 
resources in order to comply with the conditions of the provision at the time 
when it is needed. 
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It is therefore a requirement that the contribution to current provisions, as 
well as 20% of the prior year balance of the non current provision, is 
budgeted as cash surpluses until the necessary funding level is obtained. 

 
 

2.7 FUNDING THE CAPITAL BUDGET  
 

2.7.1 INTRODUCTION 
 
The municipality’s objective is to maintain, through proper maintenance and 
replacement measures, existing levels of service and to improve and implement 
services which are neglected or non – existent. 
 
In order to achieve this objective the municipality must annually, within financial 
means, budget for the replacement of redundant assets as well as new assets. 
 

2.7.2 FUNDING SOURCES FOR CAPITAL EXPENDITURE  
 
The capital budget can be funded by way of own contributions, grants, public 
contributions as well as external loans. 
 
Own Contributions 
 
The capital budget financed from own contributions must primarily be funded 
from the Capital Replacement Reserve. 
 
Notwithstanding the above the capital budget or portions thereof may also be 
funded from surplus cash. The allocations of the funding sources from own 
contributions are determined during the budget process. 
 
Grants (Including Public Contributions) 
 
Grants for capital expenditure have become a common practice, especially in 
order to extend service delivery to previously disadvantaged areas. While such 
grants are welcomed, care should also be taken that unusual grant funding does 
not place an unreasonable burden on the residents for future maintenance costs 
which may be higher than their ability to pay. 
 
It is therefore determined that the accounting officer must evaluate the long term 
effect of unusual capital grants on future tariffs, and if deemed necessary, report 
on such to Council. 
 
It is furthermore determined that the depreciation charges on assets financed 
from grants and donations must not have a negative effect on tariffs charged to 
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the users of such assets. The Accounting Officer must put such accounting 
measures in place to comply with this requirement, to a reasonable extent. 
 
External Loans 
 
The municipality may only raise loans in accordance with its Debt Management 
Policy.  
 
The Accounting Officer must also put such accounting measures in place to 
ensure that no unspent portions of loans are utilised for operating purposes.  
 
For budgeting purposes any difference between proposed capital spending from 
loans and proposed loans raised must be included in the cash surplus for the 
year. 
 
 

2.8 FUNDING COMPLIANCE MEASUREMENT  
 
 

2.8.1 INTRODUCTION 
 
The municipality wants to ensure that the budget or adjustments budget complies 
with the requirements of the MFMA and this policy. For this purpose a set of 
indicators must be used as part of the budget process and be submitted with the 
budget. These indicators include all the indicators as recommended by National 
Treasury as well as reconciliations according to this policy. Any additional 
indicators recommended by National Treasury in future must also be taken into 
account, as well as any additional reconciliation items as either determined by 
the Council or the Accounting Officer. 
 
If any of the indicators are negative during the compilation or approval process of 
the budget, the budget may not be approved until all the indicators provide a 
positive return, unless any negative indicators can be reasonably explained and 
future budget projections address the turn-around of these indicators to within 
acceptable levels. 
 
 

2.8.2 CASH AND CASH EQUIVALENTS AND INVESTMENTS  
 
A positive Cash and Cash Equivalents position throughout the year is crucial. In 
addition, the forecasted cash position at year-end must at least be the amount as 
calculated in the Reconciliation of Cash Requirements as determined by this 
policy and attached to this policy as Appendix “A”. 
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2.8.3 CASH PLUS INVESTMENTS LESS APPLICATION OF FUN DS 
 
The overall cash position of the municipality must be sufficient to include: 

 
• unspent conditional grants; 
• unspent conditional public contributions; 
• unspent borrowings; 
• vat due to SARS; 
• secured investments; 
• the cash portion of statutory funds such as the Housing Development Fund; 
• other working capital requirements; and 
• In addition, it must be sufficient to back reserves as approved by the 

municipality and the portions of provisions as indicated elsewhere in this 
policy. 
 
 

2.8.4 MONTHLY AVERAGE PAYMENT COVERED BY CASH AND C ASH 
EQUIVALENTS (“CASH COVERAGE”)  
 
This indicator shows the level of risk should the municipality experience financial 
stress. 
 
 

2.8.5 SURPLUS/DEFICIT EXCLUDING DEPRECIATION OFFSET S 
 
It is almost certain that the operating budget, which includes depreciation 
charges on assets funded by grants and public contributions, as well as on 
revalued assets, will result in a deficit. 
 
As determined elsewhere in this policy it is not the intention that the users of the 
assets funded from grants, public contributions and revaluations must be 
burdened with tariff increases to provide for such depreciation charges. In order 
to ensure a “balanced” budget but excluding such depreciation charges, the 
depreciation charges may be offset against the net surplus / deficit. 
 
Should the budget result in a deficit after the offsetting, the budget will be 
deemed unfunded and must be revised. 
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2.8.6 PROPERTY RATES/SERVICE CHARGE REVENUE PERCENTAGE 
INCREASE LESS MACRO INFLATION TARGET  
 
The intention of this indicator is to ensure that tariff increases are in line with 
macro economic targets, but also to ensure that revenue increases for the 
expected growth in the geographic area is realistically calculated. 
 
The formula to be used is as follows: 
 

 DESCRIPTION PROPERTY 
RATES 

SERVICE 
CHARGES 

TOTAL 

A Revenue of budget year R XX R XX R XX 

B Less: Revenue of prior year R XX R XX R XX 

C =Revenue increase/decrease R XX R XX R XX 

D % Increase/(Decrease) C/B % C/B % C/B % 

E Less: Upper limit of macro 
Inflation target 

% % % 

F =Growth in excess of inflation 
target 

% % % 

G Less: Expected growth %  % % % 

H =Increase attributed to tariff 
Increase above macro 
inflation target 

% % % 

 
In the event that the percentage in (h) above is greater than zero, a proper 
motivation must accompany the budget at submission, or the budget must be 
revised. 
 
 

2.8.7 CASH COLLECTION % RATE  
 
The object of the indicator is to establish whether the projected cash to be 
collected is realistic and complies with section 18 of the MFMA. 
 
The collection rate for calculating the provision for impairment of receivables 
must be based on past and present experience. Past experience refers to the 
collection rates of the prior years and present experience refers to the collection 
rate of the current financial year as from 1 July. 
 
It is not permissible to project a collection rate higher than the rate currently being 
obtained, even if the municipality recently approved a debt collection policy or 
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implemented additional debt collection measures. Any improvement in collection 
rates during the budget year may be appropriated in an Adjustment Budget. 
 
 

2.8.8 DEBT IMPAIRMENT EXPENSE AS A PERCENTAGE OF BI LLABLE 
REVENUE 
 
This indicator provides information whether the contribution to the provision for 
impairment of receivables is adequate. In theory it should be equal to the 
difference between 100% and the cash collection rate, but other factors such as 
past performance might have an influence on it. Any difference, however, must 
be motivated in the budget report. 
 
 

2.8.9 CAPITAL PAYMENTS AS A PERCENTAGE OF CAPITAL E XPENDITURE 
 
This indicator provides information as to the timing for payments on capital 
projects and utilising allowed payment terms. 
 
 

2.8.10 BORROWING AS A PERCENTAGE OF CAPITAL EXPENDI TURE 
(EXCLUDING GRANTS AND CONTRIBUTIONS)  
 
This indicator provides information as to compliance with the MFMA in 
determining borrowing needs. The Accounting Officer must ensure compliance 
with the Municipality’s Debt Management Policy. 
 
 

2.8.11 GRANTS REVENUE AS A PERCENTAGE OF GRANTS AVA ILABLE  
 
The percentage should never be less than 100% and the recognition of expected 
unspent grants at the current year-end as revenue in the next financial year must 
be substantiated in a report. 
 
 

2.8.12 CONSUMER DEBTORS CHANGE (CURRENT AND NON - C URRENT) 
 
The object of the indicator is to determine whether budgeted reductions in 
outstanding debtors are realistic. 
 
An unacceptable high increase in either current– or non– current debtors’ 
balances should be investigated and acted upon. 
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2.8.13 REPAIRS AND MAINTENANCE EXPENDITURE LEVEL  
 
It is of utmost importance that the municipality’s Property Plant and Equipment be 
maintained properly, in order to ensure sustainable service delivery. The budget 
should allocate sufficient resources to maintain assets and care should be 
exercised not to allow a declining maintenance program in order to fund other 
less important expenditure requirements. 
 
Similarly, if the maintenance requirements become excessive, it could indicate 
that a capital renewal strategy should be implemented or reviewed. 
 
As a general benchmark the maintenance budget should be between 4% and 8% 
of the asset values. 
 
 

2.8.14 ASSET RENEWAL/REHABILITATION EXPENDITURE LEV EL 
 
This indicator supports further the indicator for repairs and maintenance. 
 
The Accounting Officer must, as part of the capital budget, indicate whether each 
project is a new asset or a replacement/renewal asset in order to determine 
whether the renewal program is sufficient or needs revision. 
 
 

2.8.15 FINANCIAL PERFORMANCE BUDGET  
 
Although it is not a legal requirement that the financial performance budget 
should balance, it only makes management sense that it should balance. 
 
A number of line–items influence the net result of the financial performance 
budget. It includes capital grant revenue, depreciation charges including those 
where assets were funded from grants and public contributions, unamortised 
discounts and gains/losses on the disposal of Property Plant and Equipment. 
These items need to be taken into consideration in order to establish if the 
operating budget is realistic and credible. 
 
 

2.8.16 FINANCIAL POSITION BUDGET  
 
This indicator provides an overall view of the projected financial position over the 
periods of the Medium Term Expenditure framework, including movements in 
inventory and payables. 
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2.8.17 CASH FLOW BUDGET  
 
A positive cash flow is a good indicator of a balanced budget, as well as the 
ability of the municipality to meet its future commitments.  
 
The cash flow budget, however, does not include those items such as 
contributions to the provisions described elsewhere in this policy, the effect of 
depreciation charges etc, and care must be taken not to let a projected positive 
cash inflow lead to additional expenditure requests, without taking the 
requirements of those items into consideration. 
 
 
 

3. SECTION B: RESERVES POLICY 
 
 

3.1 INTRODUCTION 
 
Fund accounting historically formed a huge part of municipal finance in the IMFO 
standards. 
 
Since the municipality changed to General Recognised Accounting Practices 
(GRAP) fund accounting is no more allowed. 
 
The municipality, however, recognises the importance of providing to the 
municipality itself, as well as its creditors, financiers, staff, and general public a 
measure of protection for future losses, as well as providing the necessary cash 
resources for future capital replacements and other current and non-current 
liabilities. 
 
This policy aims to provide for such measure of protection by creating certain 
reserves. 
 
 

3.2 LEGAL REQUIREMENTS  
 
There are no specific legal requirements for the creation of reserves, except for 
the Housing Development Fund. The GRAP Standards itself also do not provide 
for reserves. 
 
However, the GRAP “Framework for the Preparation and Presentation of 
Financial Statements” states in paragraph 91 that such reserves may be created, 
but “Fund Accounting” is not allowed and any such reserves must be a “legal” 
reserve, i.e. created by law or Council Resolution. 



FUNDING AND RESERVES POLICY  
Page 13 

 

   
   

 
 

 
 

3.3 TYPES OF RESERVES 
 
Reserves can be classified into two main categories being “cash funded 
reserves” and “non – cash funded reserves”. 
 
 

3.3.1 CASH FUNDED RESERVES 
 
In order to provide for sufficient cash resources for future expenditure, the 
municipality hereby approves the establishment of the following reserves: 
 
(a) Capital Replacement Reserve (CRR)  
 

The CRR is to be utilised for future capital expenditure from own funds 
and may not be used for maintenance– or other operating expenditure. 
 
The CRR must be cash–backed and the Accounting Officer is hereby 
delegated to determine the contribution to the CRR during the compilation 
of the annual financial statements. 

 
(b) Employee benefits reserve  
 

The aim of the reserve is to ensure sufficient cash resources are available 
for the future payment of employee benefits. 
 
The contributions to the reserve must be made in accordance with the 
directives set in this Funding Policy. 

 
(c) Non-current provisions reserve  
 

The aim of this reserve is to ensure sufficient cash resources are available 
for the future payment of non – current provisions. 

 
The contributions to the reserve must be made in accordance with the 
directives set in this Funding Policy. 

 
(d) Other statutory reserves  
 

It may be necessary to create reserves prescribed by law, such as the 
Housing Development Fund. The Accounting Officer must create such 
reserves according to the directives in the relevant laws. 
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3.3.2 NON – CASH FUNDED RESERVES 
 
It might be necessary to create non – cash funded reserves for a variety of 
reasons, including GRAP requirements. The Accounting Officer must create any 
reserves prescribed by the accounting standards, such as the Revaluation 
Reserve, if required. 
 
The Accounting Officer is hereby delegated and may also in the discretion of the 
Accounting Officer, create reserves for future depreciation offsetting, in the 
absence of a standard similar to IAS 20. 
 
 

3.4 ACCOUNTING FOR RESERVES 
 
 

3.4.1 REVALUATION RESERVE  
 
The accounting for the Revaluation Reserve must be done in accordance with 
the requirements of GRAP 17. 
 
 

3.4.2 OTHER RESERVES 
 
The accounting for all other reserves must be processed through the Statement 
of Financial Performance. The required transfer to or from the reserves must be 
processed in the Statement of Net Assets to or from the accumulated surplus. 
 
It is a condition of GRAP and this policy that no transactions may be directly 
appropriated against these reserves. 
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4. SECTION C: REVIEW OF THE POLICY 
 
This Funding and Reserves Policy is the only policy of the municipality and 
replaces any past policies in this regard. Any revision of the policy must be 
approved by the Municipal Council. 
 
Whenever the Minister of Finance or the National Treasury or the Auditor – 
General requests changes to the policy by way of legislation, changes to GRAP 
or otherwise, it must be reviewed and submitted for consideration by the Council 
on an annual basis. Such submission must be accompanied with a full 
description of the reasons for the change to the policy. 
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APPENDIX A 
 
RECONCILIATION OF CASH REQUIREMENTS  
 
Cash flow from operating activities    R XX 
Add : Depreciation from own funds    R XX 
Add : Contribution to current provisions    R XX 
Add : 20% of prior year non – current provisions balance  R XX 
Add : 5% of prior year non – current employee benefits 

balance       R XX 
Add : Contribution to Valuation reserve    R XX 
Add : Unspent conditional grants     R XX 
Add : Unspent public contributions         R XX 
Add : Unspent borrowings      R XX 
Add : VAT due to SARS      R XX 
Add : Secured investments      R XX 
Add : Cash portion of Statutory Reserves   R XX 
Add : Working Capital Requirements     R XX 
= Minimum Cash Surplus Requirements for the year  R XX  
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1.   DEFINITIONS 
 
 

For the purposes of this policy the following definitions are applicable: 

 

 

“Debt” - means an amount owing to the Municipality; 
 
 
“Debtor” – means a person who owes the Municipality money for services rendered; 

 
 

“Accounting Officer” – the Municipal Manager appointed in terms of Section 82 of the 
Municipal Structures Act, 1998 (Act No. 117 of 1998); 

 
 
“Council” – means the council of the Municipality; 
 
 
“Municipality” – means the Oudtshoorn Municipality. 
 

 

 

 

2. PURPOSE OF POLICY 

 

 

2.1 Section 96 of the Local Governemnt: Municipal Systems Act, 32 0f 2000, provides that a 

municipality must collect all money that is due and payable to it, subject to the provisions of 

that Act and other applicable legislation. 

 

2.2 It is recognised, however, that circumstances may arise which may make the recovery 

of  certain debts impossible, impractical or fincancially unfeasible, and that such debts may 

have to be written off.  

 

2.3 The purpose of this policy is to provide a framework for: 

 

 2.3.1 limiting the circumstances contemplated in 2.2; 

 

 2.3.2 determining, when such circumstances have arisen, whether to write off any 

  debts; and  

 

 2.3.3 the procedures for writing off such debts. 
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3. STEPS TO BE TAKEN BEFORE WRITING OFF DEBT 

 

 
Before consideration is given for the write-off of any debt the following steps 
should be taken: 

 
 

3.1 CREDIT CONTROL AND DEBT COLLECTION POLICY ACTIONS  
 
All the applicable actions as contained in the Credit Control and Debt Collection 
Policy of the Municipality should have been executed  and implemented. 
 
 

3.2  ESTATE NOTICES MONITORING 
 
Estate notices in the Government Gazette must be checked regularly to enable the 
municipality to institute claims against insolvent and deceased estates of persons 
owing money to the Municipality. 
 
 

3.3 TRACING OF DEBTORS  
 
In  the  event  that  the  debtor’s  address  is  not  known,  all  reasonable  
steps  must be taken to  trace  the  debtor.   A  reasonable  effort  to  trace  the  
debtor  will  include, but is not limited to, the following:  
 
(a) Utilising  all  the  information  available (such  as  vehicle registration 

number, school attended by children,  etc.) to locate the debtor; 
 
(b) Utilising  the  telephone  directory  for  the  last  town  or  city  in  which  

the  debtor  lived to locate the debtor and/or his/her relatives; and 
 
(c) Contacting the following institutions or persons in order to locate the 

debtor:  
  

-  The Vehicle Registration Authorities; 
 
-  The Department of Home Affairs; and  
 
-  Officials and/or colleagues at the debtor’s last place of employment.  

 
 
The Accounting Officer shall consider all other economically viable avenues for 
debt  recovery,  including  the  use  of  tracing  agents,  factoring  of  debts,  
recourse  against  sureties, guarantors or lessees, etc. 
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3.4 PREVENTION OF PRESCRIPTION OF DEBT 

 

(a) Prevention: 
Proceedings out of the appropriate court having jusrisdiction for the 
recovery of a debt must be  commenced as soon as  is appropriate in 
order to prevent prescription of the debt. A summons process for payment 
of the debt must be successfully concluded as soon as possible to prevent 
prescription of the debt in terms of the Prescription Act. 
 

(b) Prescription Act, 1969 (Act No. 68 of 1969): 
 

Section 10 (1) of the Prescription Act provides that a debt shall be 
extinguished by prescription after the lapse of the period which in terms of 
the relevant law applies in respect of the prescription of such debt. The 
Municipality cannot legally enforce payment of a debt once the debt has 
prescribed, but the period of prescription is interrupted :-  
 
(i)   By the service on the debtor of any process whereby the creditor 

claims payment  of  the  debt  (Section 15). “Process” means a 
Summons or Notice of Motion, which must actually be served on the 
debtor and not simply issued by the court,  and does NOT include a 
registered letter of demand 

 
(ii) the debtor acknowledges liability, whether expressly or tacitly  

(Section 14); payment of a portion of the debt can constitute a tacit 
acknowledgement of liability. 

 
The completion of prescription may also be delayed in certain 
circumstances (Section 13). 
 

 

(c) In terms of Section 11 of the Prescription Act, 1969 (Act 68 of 1969), the 
periods of prescription of debts are as follows: 
 
(i) Thirty years in respect of -  

• any debt secured by a mortgage bond; 
• any judgment debt; 

• any debt in respect of any taxation imposed or levied by or under any 
law;  and 

• any debt owed to the State in respect of any share of the profits, 
royalties  or  any  similar  consideration  payable  in  respect  of  the  
right  to  mine  minerals or other substances.  

 

(ii) Fifteen years in  respect  of  any  debt  owed  to  the  State  and  
arising  out  of  an  advance or loan of money or a sale or lease of 
land by the State to the debtor,  unless  a  longer  period  applies  in  
respect  of  the  debt  in  question  in  terms  of  paragraph (i) above.  
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(iii) Six years in respect of a debt arising from a bill of exchange or other 

negotiable instrument or from a notaries contract, unless a longer 
period applies in respect of the debt in question in terms of paragraph 
(i) or (ii) above.  

 

(iv) Three  years  in  respect  of  all  other  debts,  save  where  an  Act  
of  Parliament  provides otherwise.  

 

3.5 GENERAL 

 

Should all the above efforts prove to be unsuccessful and the debtor cannot be 
traced or it would be uneconomical to take the  matter any further, only then 
must a submission be made  requesting  the  write-off  of  the  debt.  This 
submission must detail all steps taken and the Municipality must maintain audit 
trails in such instances, and document the reasons for the abandonment of the 
actions or claims in respect of the debt. 

 
 
 

 

4. WRITE OFF DEBTS OWING TO THE MUNICIPALITY 

 

4.1 GENERAL CONDITIONS 

 
The Municipality will consider debts for write-off in the following general 
circumstances:   

 
(a) When debts have prescribed, as contemplated in paragraph 3.4 above;  

 
(b) When debts have not been  recovered from the deceased, where their 

estates have been finalized, and recovery of the debts from the heirs is 
not possible;  

  
(c) When debts  are owed   by   debtors   who   cannot   be   traced,   

notwithstanding  compliance with the provisions in paragraph 3.3 above;  
 

(d) When  no  source  documentation  is  available  to  substantiate  or  
prove  the  claims,  provided  that  the  Accounting  Officer  must  have  
satisfied him/herself that all reasonable steps have been taken to locate  
the source documents;  

 
(e) When  the  debtor  has  emigrated  without  paying  the  debts,  leaving 

no assets available for attachment and the debtors’ whereabouts  are 
unknown;  

 
(f) When it is not economical to pursue the debt further. 
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Note: Unless  affordable  arrangements  can  be  made  with  tracing  
agents or attorneys, the  costs  associated  with  the  tracing  of  a  
debtor  and  subsequent  legal  costs  occasioned thereby, could exceed 
the amount claimed. It would therefore not  be  in  the  Municipality’s  
interest  to  attempt  recovery  of  debts  where  the  prospects  of  
recovery  are  remote,  and  where  the  possibility  exists  that  the  
costs associated with recovery may exceed the debt. 

 

 

4.2 SPECIFIC CONDITIONS 

 

The Municipality will consider debts for write-off in the following specific 
circumstances: 

 
4.2.1 Metered Services Debt: 

 

Debt owed to Council due to consumed metered services, i.e. Water and 
Electricity consumption will be regarded as irrecoverable in the following 
instances:  

 

• If the debt has prescribed; 
• In circumstances contemplated in 4.1 (a) to (f) above 
 

4.2.2 Sundry Debt:  
 

Debt owed to Council arising from auxiliary services rendered by Council will be 
regarded as irrecoverable in the following instances:  

 

• If the debt has prescribed;  
 

• In circumstances contemplated in 4.1 (a) to (f) above 
 

4.2.3 Special cases:  
 

The allocation of RDP houses by the Directorate Planning and Development, has in 
some instances resulted in debt raised for the property in the name of the person 
allocated the house, but who never took occupation due to  one of the following 
reasons:  

 

• Occupation taken up by illegal occupants; 
 

• Failure to inform the rightful owner about the allocation;  
 

• Alteration of allocation not effected in Council records;  
 

In the above-mentioned cases there will never be a need to implement the Credit 
Control and Debt Collection Policy; therefore write-off should take place immediately 
when the Directorate involved in the allocation of property issues a  memorandum 
that confirms the above.   Furthermore the write-off should be effected and later 
reported to Council for ratification purposes.  
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4.3 FINAL ACTION 
 

Whenever all the legal avenues, procedures and steps listed above have been 
exhausted, the arrear amounts should be classified as irrecoverable and should be 
written off by the person to whom the authority to do so has been delegated under the 
Municipality’s system of delegations 

Immediately after 30 June each year, or more regularly if requested by Council, the 
Accounting Officer must present to the Council a report listing the following: 

(a) For noting – details of the debts that was written off during the year ending 30 
June under delegated authority, together with the reasons for the write offs; 
and  

(b) For consideration – details of any debt, not included under (a) above, which is 
believed to be irrecoverable, together with the reasons for this conclusion. The 
council shall then approve the write-off of such arrears, it if is satisfied with the 
reasons provided. 

    
5.DELEGATED AUTHORITY 

 

The Accounting Officer be given delegated authority to write-off debt under the 
following circumstances: 

 
(a)  the debt amounts to three thousand rand (R3 000.00) or  less ; and 
 
(b) all reasonable steps have been taken to recover  the  debt as stipulated 

under paragraph 3 above; and 
 
(c) the debt is considered to be irrecoverable in terms of any one of the 

conditions stipulated in paragraph 4 above. 
  

In such cases, the reason for each write-off be listed in the report against each 
individual item, and  audit trails for each write-off must be kept for control 
purposes. 

 

 

6.  CREDIT BUREAU LISTING 

 

Debtors whose debts are written off due to any of the following reasons must be listed 

with the Credit Bureaus: 

• Untraceable; 

• Prescription; 

• Insolvent; 

• Emigration. 
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7. BAD DEBTS RECOVERED 

 

The approval of Council for the write-off of any debt does not mean that actions to 
recover the money will be terminated, however, further actions will be instituted 
depending on the costs involved and if debt is recovered it will be  recorded in the 
financial records of Council as recovered.  

 
 
 

8. IMPLIMENTATION 

 
This policy will be effective on the date of adoption by Council. 
 
 
 

                                                       
----------0---------- 

 
 

 
         Adopted: ………………………….
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PREAMBLE 

Whereas the council of the municipality must, in terms of section 74(1) of the Local 

Government: Municipal Systems Act, 32 of 2000, adopt and implement a tariff policy on 

the levying of fees for a municipal service provided by the municipality or by way of 

service delivery agreements and which complies with the provisions of the Local 

Government: Municipal Systems Act, 32 of 2000, the Local Government: Municipal 

Finance Management Act, 53 of 2003 and any other applicable legislation;   

Whereas the council of the municipality must, in terms of section 75(1) of the Local 

Government: Municipal Systems Act, 32 of 2000, adopt by-laws to give effect to the 

implementation and enforcement of its tariff policy.   

Whereas the council of the municipality is obliged to strive to ensure that municipal 

services are provided to the local community in a financially and environmentally 

sustainable manner; 

The council adopts this By-law and be it therefore enacted by the municipality as 

follows: 

 

1. Definitions-  

 

In this by-law, the singular includes the plural and vice versa unless the context 

otherwise indicates;   
 

"community services " means services rendered by the municipality, which 

include, but are not limited to, environmental health, street cleaning, grass cutting 

and the operation of community halls and cemeteries; 

 

"consumer"  means any person resident within the municipal area and utilising 

services provided by the municipality; 
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"economic services" means services such as refuse removal, sanitation and bulk 

disposal that the municipality renders for consumers and municipalities within the 

region; 

 

“municipality”  or “municipal area” shall, where appropriate, mean the 

geographic area, determined in terms of the Local Government: Municipal 

Demarcation Act No. 27 of 1998 as the municipal area pertaining to the 

municipality. 

 

"municipal council" or "council" means the municipal council of the 

municipality as referred to in terms of Section 157(1) of the Constitution;   

 

"municipal manager "  means a person appointed in terms of Section 82 of the 

Municipal Structures Act,1998 [ Act No. 117 of 1998]; 

 

"municipal services" means a service rendered by the municipality as defined in 

the Municipal Systems Act and includes community, economic and trading 

services;   

 

"Municipal Finance Management Act"  means the Local Government: 

Municipal Finance Management Act, 2000 [Act No. 53 of 2003], as amended 

from time to time; 

 

"Municipal Systems Act"  means the Local Government: Municipal Systems 

Act, 2000 [Act No. 32 of 2000], as amended from time to time; 

 

"Municipal Structures Act"  means the Local Government: Municipal Structures 

Act, 1998 [Act No. 117 of 1998], as amended from time to time; 
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"subsidised services" means community services or such other services that the 

municipality may render for the benefit of consumers;  

 

"tariff"  means the rate at which fees for municipal services will be determined; 

 

"trading services" means services such as water and electricity that the 

municipality renders to consumers. 

 

2. Application of by-law – This by-law shall only apply in respect of municipal 

services rendered by the municipality itself, or by an external mechanism in terms 

of a service delivery agreement, within the municipal area.    

 

3. Objective and principles of the tariff framework for municipal services  

 

(1) Tariffs must reflect the costs reasonably associated with the rendering of 

the service, in order to facilitate the financial sustainability of the service.  

 

(2) Services must be rendered in a manner that is economical, efficient and 

indicative of an effective use of resources. 

 

(3) Tariffs should be applied consistently and in an equitable manner to all 

consumers within the municipal area.  

 

(4) Tariffs may differentiate between different categories of consumers, 

municipal services and service standards as long as such differentiation 

does not amount to unfair discrimination. 

 

(5) Tariffs may make special provisions for certain categories of commercial 

and industrial consumers in order to promote local economic development. 
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4. Determination of tariffs 

 

(1) In determining tariffs for municipal services, the municipality shall ensure 

that - 

 

(a) provision is made for working capital reserves to be maintained at 

optimum levels; and 

 

 (b) contributions to funds and other reserves are maintained at 

specified levels. 

 

(2) The municipal council shall determine a process for the setting of tariffs, 

which shall take into consideration the following - 

 

(a) the level of service delivery based on the availability thereof and 

the condition of the current infrastructure; 

 

(b) the level of services required to meet the reasonable expectations 

of consumer groups; 

 

(c) an analysis of the costs of providing services; 

 

(d) an analysis of the subsidy level framework; 

 

(e) the revenue generating capacity to recover the cost of services; and 

 

(f) the affordability of services to various consumer groups. 
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(3) In setting a tariff structure, the municipality shall ensure that the tariff 

fairly reflects the costs of providing the service. 

 

(4) In respect of – 

 

(a) trading service tariffs, the municipality must ensure that the service 

yields a trading surplus not exceeding an amount to be determined 

by resolution of the municipality; 

 

(b) economic service tariffs, the full cost of the service should be 

recovered without any deficit; 

 

(c) subsidised service tariffs, the municipality shall ensure that the cost 

of operating, maintaining and upgrading the municipal asset is 

recovered; and 

 

(d) community service tariffs, the service may be rendered without a 

compensatory tariff, provided that the municipality may however, 

in its discretion, levy a charge. 

 

5. Subsidisation of tariffs  

  

(1) In order to comply with its obligation to reflect the extent of subsidisation 

of tariffs, the municipality shall ensure that the generation of revenue for 

subsidies and their disbursement is conducted in a transparent, equitable 

and efficient manner.  

 

(2) The municipality shall, in its annual financial statements, reflect: 

 

(a) the source of revenue for financing subsidies; and 
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(b) the benefit provided to each consumer receiving a subsidy. 

 

6. Review of tariff policy and tariffs 

 

Council shall review the official tariff policy as well as the applicable tariffs for 

services prior to the adoption of its annual budget.  

 

 

7. Procedure for the implementation of tariffs  

 

(1) Prior to the implementation of any tariff, it shall first be approved by the 

passing of a resolution to this effect by the majority of the members of 

Council. 

 

(2) Once Council has passed such resolution, the municipal manager shall 

display a copy of the resolution at the main administrative offices of the 

municipality or such other places as he or she may determine, for a period 

of at least 30 days. 

 

(3) The municipal manager must further publish a notice in the local 

newspaper, stating that –  

 

(a)  the municipality has passed the resolution referred to in sub- 

  section (1); 

 

(b)  the resolution is available for inspection during office hours;  

  and 
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(c)  the date upon which the tariff will come into operation is 

  the date indicated.   

 

(4) If possible, the contents of the notice referred to in (3) must be conveyed 

to the local community by radio broadcasts, covering the municipal area. 

 

(5) The municipal manager must forthwith send a copy of the notice to the 

Member of the Executive Committee for Local Government in the 

Province of Western Cape. 

 

(6) The provisions of this section must be interpreted and applied in 

accordance with the requirements of sections 21 and 21A of the Municipal 

Systems Act. 

 

8. Regulations 

 

The municipality may make regulations not inconsistent with this by-law, 

prescribing-  

 

(a)  any matter that may or must be prescribed in terms of this  

   by-law; and 

 

  (b)       any matter that may facilitate the application of this by-law. 

 

9. Repeal of by-law 

  

Any by-law relating to a tariff framework in respect of the levying of fees for 

municipal services adopted by the municipal council or any municipal council it 

superseded, shall be repealed from the date of promulgation of this by-law. 
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10. Short title and commencement 

 

This by-law is called the By-law Relating to Municipal Tariffs, 2012, and takes 

effect on a date determined by the municipality by proclamation in the Provincial 

Gazette. 

 

 


