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1.1 Mayors Report 

It gives me great privilege to present the 2023/24 Draft Medium Term Revenue and Expenditure 

Framework (MTREF) budget to council for its consideration. Budget process for 2023/24 financial 

year and the outer two financial years were guided by the Budget Process Plan which was 

adopted by Council on the 31 August 2022.National Treasury issued MFMA Budget Circular No. 

123 which was used to guide the compilation of the 2023/24 Medium Term Revenue and 

Expenditure Framework (MTREF) budget. The main objective of a municipal budget is to allocate 

realistically anticipated resources to the service delivery goals identified as priorities in the 

Integrated Development Plan. Municipal finances continue to remain under pressure as a result 

of rising costs to deliver services; declining revenue collection trends and high salary bill and the 

impact of Covid 19. The Municipality is faced with various challenges;  which among them include 

a culture of non-payment of rates and service charges by customers which negatively affects 

municipal revenue collection. The municipality is banking on effective implementation of cost 

containment measures and Revenue enhancement strategy to turn the situation around 

 

Management within local government has a significant role to play in strengthening the link 
between the citizen and government’s overall priorities and spending plans.  The goal should be 
to enhance service delivery aimed at improving the quality of life for all people within Mbhashe 
Municipality and also to attract investors in order to contribute to reduced unemployment which 
has been a challenge in our country for number of decades. 
 

Budgeting is primarily about the choices that the municipality has to make between competing 
priorities and fiscal realities.  The challenge is to do more with the available resources.  We need 
to remain focused on the effective delivery of the core municipal services through the application 
of efficient and effective service delivery mechanisms. 
 

 

The detail of the Draft Annual Budget is presented in the schedules attached to this report.  
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1.2 Draft Budget Related Resolutions  

 

Below are the resolutions that must be approved by council with final adoption of the 2023/24 

budget. 

a. That the draft budget for 2023/2024 and the indicative 2 outer financial years 2024/2025 

and 2025/2026 be approved as set out in the following budget tables:- 

1.1    Table A1 Budget Summary 

1.2    Table A2 Budgeted Financial Performance by Functional Classification 

1.3    Table A3 Budgeted Financial Performance by Vote  

1.4   Table A4 Budgeted Financial Performance – Revenue by Source and Expenditure 

         by type 

1.5   Table A5 Budgeted Capital  

1.6   Table A6 Budgeted Financial Position 

1.7   Table A7 Budgeted Cash Flows 

1.8   Table A8 Budgeted Backed Reserves and Accumulated Surplus Reconciliation    

1.9   Table A9 Asset management 

1.10 Table A10 Basic Service Delivery Measurement and the supporting tables 

b. That the Draft Tariffs for Property Rates and other Service Charges be approved as 

attached. 

c. That the Draft Capital Projects be approved.  

d. That the Draft Budget be approved. 

1.3 Budget Related Policies 

That it be noted that there is no indication of any changes in budget related policies as these 
were recently reviewed and the following budget related policies be noted:- 
 

▪ Banking Policy 
▪ Borrowing Policy 
▪ Credit Control and Debt Collection Policy 
▪ Creditors, Councillors and Staff Payment Policy 
▪ EFT Policy 
▪ Funding and Reserves Policy 
▪ Infrastructure Procurement and Delivery Management Policy 
▪ Investment Policy 
▪ Long Term Financial Planning Policy 
▪ SCM Commodity Based Procurement Policy 
▪ Payroll Management and Administrative Policy 
▪ Petty Cash Policy 
▪ Management of Accumulated Surplus and Bad Debts Policy 
▪ Planning and Approval of Capital Projects Policy 
▪ Write Off of Irrecoverable Debt Policy 
▪ Property Rates Policy 
▪ Related Party Policy 
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▪ SCM Process Turnaround Policy 
▪ Tariff Policy 
▪ Unauthorised, Irregular, Fruitless and Wasteful Expenditure Policy 
▪ Virement Policy 

 
1.4 Executive Summary 

Section 16 (1) of the MFMA; Act 56 of 2003 states that the council of a municipality must for each 

financial year approve an annual budget for the municipality before the start of the financial year. 

Section 16 (2)  of the MFMA; Act 56 of 2003 states that; in order for the municipality to comply 

with subsection (1); the Mayor of the Municipality must table the annual budget at council  

meeting at least 90 days before the start of the financial year. Section 17 of the MFMA; Act 56 of 

2003 states that an annual budget of the municipality must be a schedule in the prescribed 

format:- 

a. Setting out realistically anticipated revenue for the budget year from each revenue 
source. 

b. Appropriating expenditure for the budget year under the different votes of the 
municipality; 

c. Setting out indicative revenue per revenue source and projected expenditure by vote 

for the two financial years following the budget year; 

d. Setting out- 

(i) Estimated revenue and expenditure by vote for the current year; and  

(ii) Actual revenue and expenditure by vote for the financial year preceding the 

current year; and  

(iii) A statement contained any other information required by section 215(3) of 

the constitution or as may be prescribed 

e. An annual budget must generally be divided into a capital and operating budget in 

accordance with international best practice, as may be prescribed. 

 

The municipal budget is 91% funded by grants which therefore means that the municipality is 

heavily grant dependant. The remaining funding is 9% which is made up of rates; services and 

other revenue. Service charges for refuse and rates have a history of being not fully collected, 

but for long outstanding debtors we do make use of collecting agent to assist municipality. The 

municipality have updated details of customer information in line with the information that is in 

the Valuation Roll that has been completed and effective from 01 July 2020 and also on monthly 

basis we do visit Register of Deeds office to track and update properties that have been changed 

ownership, this means that we are better placed as far as the billing of accounts and the 

subsequent collection of revenues is concerned. The municipality needs to accelerate the 

implementation of Revenue Enhancement Strategy and this is becoming more important as the 

Economy has been heat hard by Covid 19. Equitable Share grant has slightly increased by 5% 

which is above the CPI of 4.9%; MIG have increased by 4%, FMG increased by 3% and EPWP 

have decreased by 50%.Municipal revenue collection has declined drastically and as such it is 

imperative that the municipality implement strict cost containment measures.  It is worth noting 

that the current years equitable share allocation is not sufficient to cover the budgeted cost of 

employees as per current funded positions in the organogram. Measurable performance 
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objectives and indicators are detailed in the Final IDP. The main challenges that were 

experienced during compilation of the 2022/23 budget can be summarised as follows:- 

• Anticipated declines in revenue collections  

• Implementation of cost containment measures 

• Steady rise of the Personnel Expenditure 

• Capital projects that have been sitting in Work in Progress for years 

In view of the aforementioned; the following is the table depicting the overview of the 2023/24 

budget. 

 
 

The total revenue excluding capital transfers has decreased to R464m for the 2023/24 budget 

when compared to 2022/23 adjusted budget of R473m; the municipality has reduced its own 

revenue targets based on the collection rate, Some Grants have increased compared to 

2022/2023. Also included in operating expenditure is non-cash items such as depreciation and 

impairment of assets which have not increased compared to year 2022/23 Adjusted Budget, part 

of the negative contributing factors to this is the fact that the municipality roads infrastructure has 

been damaged by heavy rains and storms, and secondly some of the Constructed Assets that 

will be completed this year will be depreciated each year , Included in the Capital transfers is an 

amount of R25 million to be received from Office of the Premier which is the conditional allocation 

referred to Small Town Revitalisation. 

 

1.5 Overview of assumptions used 

 

The assumptions used were guided by MFMA Circular 123 issued by National Treasury for 

compilation of 2023/24 MTREF Budget. The following assumptions were used:- 

• Collection rate for own revenue services; taking into consideration the current 

economic conditions and revenue collection trends. 

• Inflation outlook as indicated in the table below:- 

• Tariffs for property rates and all other service charges have not been increased  

DEPARTMENT  ORIGINAL BUDGET 

2022-2023 

 ADJUSTED BUDGET 

2022-2023 

 DRAFT BUDGET 

2023-2024 

 DRAFT BUDGET 

2024-2025 

 DRAFT BUDGET 

2025-2026 

Personnel Budget 152,741,965.00         152,741,965.00               164,486,177.15     172,545,999.83      180,655,661.82 

Budget and Treasury 31,698,596.00            33,288,596.00                   31,938,596.00        33,416,857.20        34,934,259.49 

Infrastructure 120,464,525.00         184,312,385.28               135,050,560.00     141,668,037.44      148,326,435.20 

Community Services 14,971,557.00            16,252,933.00                   13,670,000.00        14,339,830.00        15,013,802.01 

Developmental Planning 21,685,000.00            22,685,000.00                   21,760,000.00        22,826,240.00        23,899,073.28 

Operations 27,073,250.00            27,073,250.00                   24,570,800.00        25,774,769.20        26,986,183.35 

Corporate Services 21,424,000.00            21,803,652.23                   21,809,500.00        22,878,165.50        23,953,439.28 

Total Expenditure 390,058,893.00         458,157,781.51        413,285,633.15      433,449,899.17    453,768,854.43    

Grants and Subsidies 393,599,000.00         422,607,888.23               421,001,000.00     423,328,000.00      413,528,000.00 

Own Revenue 32,150,000.00            50,990,000.00                   43,090,000.00        45,201,410.00        47,325,876.27 

425,749,000.00         473,597,888.23        464,091,000.00      468,529,410.00    460,853,876.27    

Transfer from Reserves 21,309,893.00            41,559,893.28                     6,194,633.15        24,713,489.17        55,518,249.16 

Total Revenue(Including transfer from reserves) 447,058,893.00         515,157,781.51        470,285,633.15      493,242,899.17    516,372,125.43    

Surplus/(Deficit) 57,000,000.00            57,000,000.00          57,000,000.00        59,793,000.00      62,603,271.00      

Depreciation - Immovable Assets (Non cash 55,000,000.00            55,000,000.00                   55,000,000.00        57,695,000.00        60,406,665.00 

Debt Impairment 2,000,000.00              2,000,000.00                        2,000,000.00          2,098,000.00          2,196,606.00 

57,000,000.00            57,000,000.00          57,000,000.00        59,793,000.00      62,603,271.00      

Final Budget Surplus -                                -                               0.00                           0.00-                        0.00-                         
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• Employee related costs in line with South African Local Government Bargaining 

Council. The projections are based on the fact that the municipality will be filling any 

currently critical vacant positions during the 2023/24 financial year, and some of the 

posts are already advertised. 

• Remuneration of Councillors An assessment of affordability will be conducted 

prior to the implementation of upper limits as per the gazette on Remuneration of 

Office bearers 

 

 

 

1.6 Overview of budget funding 

National Treasury in year out consistently issue circulars which provide guidance for compilation 
of municipal budgets. 2023/24 budget preparation was no exception. They emphasise that 
municipalities must table funded budgets; and if not funded the municipality must reprioritise and 
ensure that the budget is fully funded.  
 
The funding of the annual budget has been calculated taking into account the following:- 

• Rates and Service Charges 

• Interest on outstanding debtors  

• Interest expected to be received from investments 

• Grants as guided by the division of revenue act 

 

1.7 Operating Revenue Framework 

Section 18 (1) of the MFMA states that the annual budget may be funded from realistically 

anticipated revenues to be collected; cash-backed accumulated funds from previous years’ 

surpluses not committed for any other purposes; and borrowed funds, but only to fund capital 

projects. Furthermore section 18 (2) states that revenue projections in the budget must be 

realistic, taking into account projected revenue for the current year based on collection levels to 

date; and actual revenue collected in previous financial years. In these difficult economic times 

strong revenue management is fundamental to the financial sustainability of the municipality and 

continued service delivery. Below is the table reflecting the summary of budgeted revenue by 

source. 
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Table: 1 (Revenue by source) 

 

 
 

 

Property rates have increased from R7,5m to R8M in 2023/24 and service charges have been 

kept steady at the same budget value. The values of properties did not change much as 

compared to the old valuation roll that was previously applied. Operational transfers and 

subsidies have Increased from R305m to R324m.  
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Table: 2 (Grants and subsidies) 

The table below depicts the grants to be received by the Municipality during 2023/24 financial 

year.  

 

 
 

 

 
1.8 Operating Expenditure Framework 

The table below depicts the high level summary of 2023/24 MTREF Budget classified per 

main type of operating expenditure.  

  

Table: 4 (Expenditure by Type) 

 

EC121 Mbhashe - Table A4 Budgeted Financial Performance (revenue and expenditure) 
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The employee related costs are projected based on the approved organogram and that non 

critical vacancies available will not be filled in order to curb the salary bill of 2023/24 financial 

year due to municipal revenue that is declining and implementation of cost containment 

measures. 

 

 

 

 

1.9 Capital Expenditure 

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

 

Table: 5 (Capital Expenditure by vote) 
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List of Capital Expenditure 
 
 

 
 
 
 
1.10  Annexures  

✓ Signed Quality Certificate  

✓ Draft A Schedule  


