MINISTRY: FINANCE
REPUBLIC OF SOUTH AFRICA

Private Bag X115, Pretoria, 0001 Tel: +27 12 323 8911 Fax: +27 12 323 3262
P O Box 29, Cape Town 8000 Tel +27 21 464 6100 Fax +27 21 461 2934
Website : www.treasury.gov.za , email : minreg@treasury.gov.za

Ref: M3/4/3/2(231/2020)

Hon. T Modise, MP

Speaker of the National Assembly

Parliament of the Republic of South Africa

PO Box 15

CAPE TOWN

8000

DearHonourable Speaker

TABLING AND APPROVAL OF MUNICIPAL BUDGETS FOR THE 2019/20 MTREF.
Section 24(3) of the Municipal Finance Management Act (56 of 2003) refers.

In accordance with the above provision of the Municipal Finance Management Act, | hereby
table the approval of Municipal Budgets for the 2019/20 MTREF.

I appreciate your assistance in this regard.
Please accept, dear colleague, the assurance of my highest consideration and best wishes.
| remain,

Yours sincerely

ww“’”

TT MBOWENI, MP
MINISTER OF FINANCE
Date: 08/05/2020
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Hon. A Masondo, MP

Chairperson: National Council of Provinces
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8000

Dear Honourable Chairperson
TABLING AND APPROVAL OF MUNICIPAL BUDGETS FOR THE 2019/20 MTREF.
Section 24(3) of the Municipal Finance Management Act (56 of 2003) refers.

In accordance with the above provision of the Municipal Finance Management Act, | hereby
table the approval of Municipal Budgets for the 2019/20 MTREF.

| appreciate your assistance in this regard.
Please accept, dear colleague, the assurance of my highest consideration and best wishes.
| remain,

Yours sincerely

wwv“

TT MBOWENI, MP
MINISTER OF FINANCE
Date: 08/05/2020



s,Le National treasury
- {‘z W % Department:
R IR R e *Lé National Treasury
S w REPUBLIC OF SOUTH AFRICA

5
' , INTERGOVERNMENTAL RELATIONS

{ Z .
l'__ ILE NO. MZ\L\'J,EB YT From: Jan Hattingh
| MINISTER Qepllaifiipets Tel: (012) 315 5009

722} |[z020 Fax: (012) 395 6553

MEMORANDUM

MINISTER
DIRECTOR-GENERAL

COMPLIANCE WITH DEADLINES FOR THE TABLING AND APPROVAL OF
MUNICIPAL BUDGETS FOR THE 2019/20 MTREF: REQUEST TO TABLE
INFORMATION IN PARLIAMENT

PURPOSE:
1. To seek the Minister's approval to:

® request the Speaker of Parliament to table a report of dates on which all
257 municipalities tabled and adopted their respective 2019/20 Medium
Term Revenue and Expenditure Framework (MTREF) budgets; and

. publish the same information on the National Treasury website once it is
tabled in Parliament.

BACKGROUND:

2. Section 16(2) of the Municipal Finance Management Act, 2003 (Act No. 56 of
2003) (MFMA) requires the Mayor of a municipality to table the annual budget at
a Council meeting at least 90 days before the start of the municipal financial

year.

3. In order to monitor compliance with this legislative requirement, the National
Treasury has instituted a process to collect this information annually in the form
of a questionnaire.

4. The “questionnaire" was sent to all 257 municipalities with a request to complete
and submit to National Treasury by the 04 October 2019. This requirement has
been in place over the past eight years, with the support of the provincial
treasuries and cooperation from municipalities; a response rate of 100 per cent
was achieved.

5. The overall quality of information submitted by municipalities has also gradually
improved. Most municipalities appear to understand the importance of tabling
their budgets on time and the negative impact of being late. We are therefore at
a point where National Treasury can confidently publish this information in the
public domain.



COMPLIANCE WITH DEADLINES FOR THE TABLING AND APPROVAL OF MUNICIPAL BUDGETS FOR THE
2019/20 MTREF: REQUEST TO TABLE INFORMATION IN PARLIAMENT

6. In the questionnaire, municipalities were required to answer questions pertaining
to their budget preparation process, such as dates of tabled budget to Council,
the adoption (approval) budget and the previous year’s adjustments budget.

7.  The responses received are summarized into provincial tables. See attached
Annexures A to | for 2019/20 MTREF.

RATIONALE FOR TABLING THIS INFORMATION IN PARLIAMENT:

8.  National Treasury publishes dates of budget tabling, council's adoption and
approval of final and revised budgets. This course of action is undertaken in
order to complement the work of the Auditor-General, who, in terms of Section
133(2) of the MFMA, tables in Parliament a report indicating municipalities’ date
of submission of annual financial statements along with a list of municipalities
that have failed to submit their statements within the deadline to the Auditor-
General.

9. There is also evidence to suggest that both quality and credibility of the budget
have improved. This improvement is evident in the information contained in the
supporting documentation. The information contained in the attached Annexures
will be useful to several users of such information and also serves to strengthen
municipal accountability entrenched in the MFMA.

10.  On the 17 April 2009, the Minister of Finance promulgated the Municipal Budget
and Reporting Regulations. All municipalities are required to use the prescribed
budget tables with effect from the 2010/11 MTREF when compiling their annual
budgets, including revised budgets and Monthly Budget Statements (in-year
monitoring). Since the inception of the regulations, there has been a significant
improvement in the level of compliance with all municipalities submitting their
2019/20 MTREF budgets in the prescribed formats. This shows improved
reporting from the municipalities’ side, even during the previous financial year, all
municipalities complied and reported their budget information using the
prescribed schedules. All 257 municipalities submitted their tabled and final
budget in the prescribed format.

11.  Publishing municipal budget information in these new formats has greatly
improved transparency and simplified understanding of municipal finances, and
also facilitated better oversight, monitoring and support to municipalities.

BROAD TRENDS:

12. In aggregate 242 out of 257 or 94.2 per cent of the municipalities tabled their
budgets in their respective municipal councils on time, 2 per cent more than the
previous year where 92.2 per cent achieved.

13. Regarding the adoption date, 253 or 98.4 per cent of the municipalities adopted
their budget within the prescribed period, 1.6 per cent lower than the previous
year.

14. 242 of the 257 municipalities prepared their own budgets and only 13
municipalities or 5.1 per cent reported that their budgets were prepared by
external service providers. The 13 municipalities that prepared their budgets
through external service providers are Msinga (KZN244), Umvoti (KZN245),
Umzinyathi (DC24), Greater Tzaneen (LIM333), Richtersveld (NC061), Nama
Khoi (NC062), Kamiesberg (NC064), Khai-Ma (NC067), Tsantsabane (NC085),
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Cederberg (WC012), Cape Agulhas (WCO033), Swellendam (WC034) and
Laingsburg (WC051).

15. 6 municipalities or 2.3 per cent of the 257 municipalities planned to table another
adjustments budget for their previous year's budget i.e. for the 2018/19 municipal
financial year; this is 0.7 per cent more than 2017/18.

16. The graph below reflects the trend in percentage in terms of municipalities tabling
and approval of their budgets since the 2005/06 financial year.

17. There was a decrease in the number of municipalities that complied with sections
22(b) and 24(3) of the MFMA which requires them to submit their adjustments
budget in both printed and electronic formats to National Treasury, the relevant
provincial treasury, prescribed national or provincial state organs as well as to
other municipalities affected by the budget. A total of 210 or 82 per cent of
municipalities submitted to National Treasury and while 237 municipalities or 92
per cent submitted to Provincial Treasuries, a decrease of 11 per cent is noted
from 2017/18 financial year on sections 22(b) while a decrease of 3 per cent is
noted on the section 24(3).

Figure 1: Compliance with municipal budget tabling and approval deadlines
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18. From a provincial perspective, the figures suggest that North West performed the
worst as 27.3 per cent or 6 municipalities failed to meet the legislative deadline,
followed by Free State at 13 per cent or 3 municipalities.

19. Gauteng, Limpopo, Mpumalanga and Northern Cape experienced the highest
level of compliance where 100 per cent of their municipalities managed to table
their 2019/20 budgets on time compared to compliance recorded in the previous

financial year.

20. The lowest rate of compliance with meeting the deadline for the tabled budgets is
in North West at 72.2 per cent due to municipal administrative challenges
followed by Free State at 87 per cent due to political unrest, labour unrest that
led to the suspension of municipal manager for almost a year and system
challenges and Western Cape at 90 per cent due to political instability.
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RECOMMENDATIONS:
21. ltis recommended that the Minister of Finance:
. Notes the background and contents of the submission;
° Approves that the National Treasury can proceed to table the information
contained in the Annexures in Parliament which reflects the actual dates

on which municipal councils have tabled and adopted their 2019/20
MTREF Budgets;

o Signs the letter addressed to Speaker of Parliament, Mrs. Modise, if in
agreement with the contents; and

o Approves the posting of same information in the National Treasury
website, once the tabling has been done in Parliament.

Compiled by:

DATE: 06 — D=2 — 207

Recommended / Not Regommended.

I I I 4*”—%/%4
JAN HATTINGH
CHIEF DIRECTOR: LOCAL GOVERNMENT BUDGET ANALYSIS

Recommended / NWended.

o

MALIJENG NGQALENI
DEPUTY DIRECTOR-GENERAL: INTERGOVERNMENTAL RELATIONS

DATE: 29/! (Z/!Mw
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Recommended / W

DIRECTOR-GENERAL

DATE: 01"3 20 .

Comments noted.
Comments (if any):

Approved / Not Approved.

TT MBOWENI, MP
MINISTER OF FINANCE
DATE:
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Recommended / Not Recommended.

DONDO MOGAJANE
DIRECTOR-GENERAL
DATE:

Comments noted.
Comments (if any):

Approved / Not Approved.

P

MWV

TT MBOWENI, MP
MINISTER OF FINANCE
DATE: 08/05/2020

Page 5 of 5



Tabling and Approving of Municipal Budgets

for the 2019/20 MTREF

National Treasury

Republic of South Africa




Broad trends..........ocuiiiiiiiii et e en s e 2-3
Annexure A: Municipalities in Eastern Cape for the 2019/20 MTREF...................... 4
Annexure B: Municipalities in Free State for the 2019/20 MTREF.......................... 5
Annexure C: Municipalities in Gauteng for the 2019/20 MTREF........c.cccevvevvreenenns 6
Annexure D: Municipalities in KwaZulu-Natal for the 2019/20 MTREF.................. 7-8
Annexure E: Municipalities in Limpopo for the 2019/20 MTREF.........occevvvvvrnen.. 9
Annexure F: Municipalities in Mpumalanga for the 2019/20 MTREF...................... 10
Annexure G: Municipalities in Northern Cape for the 2019/20 MTREF................... 11
Annexure H: Municipalities in North West for the 2019/20 MTREF......................... 12

Annexure I: Municipalities in Western Cape for the 2019/20 MTREF..................... 13



BROAD TRENDS

Introduction

Section 16(2) of the Municipal Finance Management Act, 2003 (Act No. 56 of 2003)
(MFMA) requires the Mayor of a municipality to table the annual budget at a Council
meeting at least 90 days before the start of the municipal budget year.

Section 16(1) of the MFMA requires that the Council of a municipality must for each
financial year approve the annual budget for the municipality before the start of the

financial year.

In order to assist Parliament with its oversight responsibilities, |, Tito Mboweni, Minister
of Finance, acting in terms of section 24(3) of the MFMA hereby -

a. inform Parliament of the dates on which Municipalities have tabled their 2019/20
Medium Term Revenue and Expenditure Framework (MTREF) Budgets in Council
in terms of section 16(2) of the MFMA; and

b. inform Parliament of the dates on which Municipal Councils approved those
budgets in terms of section 16(1), read together with section 24 of the MFMA.

The information is presented in the form of a schedule per province, with those
municipalities that failed to comply with the above provisions being highlighted.

This information will also assist the Office of the Auditor General to conduct their
compliance audit on the municipal budgets in terms of Sections 25 and 27 of the

MFMA.

TT Mboweni, MP
Minister of Finance



BROAD TRENDS

BROAD TRENDS:

1. In aggregate 242 out of 257 or 94.2 per cent of the municipalities tabled their budgets
in their respective municipal councils on time, 2 per cent more than the previous year
where 92.2 per cent achieved.

2.  Regarding the adoption date, 253 or 98.4 per cent of the municipalities adopted their
budget within the prescribed period, 1.6 per cent lower than the previous year.

3. 242 of the 257 municipalities prepared their own budgets and only 13 municipalities
or 5.1 per cent reported that their budgets were prepared by external service
providers. The 13 municipalities that prepared their budgets through external service
providers are Msinga (KZN244), Umvoti (KZN245), Umzinyathi (DC24), Greater
Tzaneen (LIM333), Richtersveld (NC061), Nama Khoi (NC062), Kamiesberg
(NC064), Khai-Ma (NCO067), Tsantsabane (NCO085), Cederberg (WC012), Cape
Agulhas (WCO033), Swellendam (WC034) and Laingsburg (WC051).

4. 6 municipalities or 2.3 per cent of the 257 municipalities planned to table another
adjustments budget for their previous year’s budget i.e. for the 2018/19 municipal
financial year; this is 0.7 per cent more than 2017/18.

5. The graph below reflects the trend in percentage in terms of municipalities tabling
and approval of their budgets since the 2005/06 financial year.

6. There was a decrease in the number of municipalities that complied with sections
22(b) and 24(3) of the MFMA which requires them to submit their adjustments budget
in both printed and electronic formats to National Treasury, the relevant provincial
treasury, prescribed national or provincial state organs as well as to other
municipalities affected by the budget. A total of 210 or 82 per cent of municipalities
submitted to National Treasury and while 237 municipalities or 92 per cent submitted
to Provincial Treasuries, a decrease of 11 per cent is noted from 2017/18 financial
year on sections 22(b) while a decrease of 3 per cent is noted on the section 24(3).

Figure 1: Compliance with municipal budget tabling and approval deadlines

| 100.0

90.0

70.0
60.0

50.0

40.0 - - e T

[2005/05_2006/0_7 2007/08 | 2008/09 | 2009/10 | 2010/11| 2011/12 | 2012/13 | 2013/14 2014/15 2015/16 | 2016/17 2017/18 | 2018/18 | 2019/20
w—=Tabled ontime | 47.0 | 810 | 86.0 | 80.8 | 887 | 8.0 | 878 | 921 | 914 | 940 & 97.0 | 960 | 980 | 922 | 942
[ L =4 w21 ELUESY ISERAN B : %12 |

Approved on time | 97.0 | oa0 | oo | 908 | 608 | 823 | 968 | 99.56 | 993 | 99.0 | 980 | 99.0 | 984 | 99.6 | 984 |




From a provincial perspective, the figures suggest that North West performed the
worst as 27.3 per cent or 6 municipalities failed to meet the legislative deadline,
followed by Free State at 13 per cent or 3 municipalities.

Gauteng, Limpopo, Mpumalanga and Northern Cape experienced the highest level of
compliance where 100 per cent of their municipalities managed to table their 2019/20
budgets on time compared to compliance recorded in the previous financial year.

The lowest rate of compliance with meeting the deadline for the tabled budgets is in
North West at 72.2 per cent due to municipal administrative challenges followed by
Free State at 87 per cent due to political unrest, labour unrest that led to the
suspension of municipal manager for almost a year and system challenges and
Western Cape at 90 per cent due to political instability.
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