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1.1

1.2

PREAMBLE g .

In terms of chapter 4, section 16 of tne Municipal Finance Act, 2003 (Act
No.56 of 2003) a municipal council must i'or each finahcial year approve
an annual budget for the municipality befere the start of that financial year.
The annual budget of a Municipality is both a legislative requirement in
terms of the Municipal Finance Management Act, 2003, as well as a tool
for planning and control. The financial year of local authontles covers the
period 01 July of each year to 30. June -of the fol!owrngg.year.

L
‘o LI

A Municipality must, in terms of chapter 5, section 25(1)uof the Local
Government Municipal system Act, 2000 (Act no.32 o.,f 2000) undertake
developmentally oriented planning. It must adopt a smgie inciusive and
strategic plan in the form of an integrated Development Plan (IDP).This
must form the policy framework and general basrs on WhICh annuai
budgets must be based. “
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2.2

23

PURPOSE

To set out the budgeting principles which the Council will follow in preparing
each annual budget, as well as the responsibilities of the Chief Financial
Officer in compiling such budget. -

To ensure that the Greater Letaba Local Municipalify only incurs
expenditure in accordance with its approv'ed budget.

"

To assist the Greater Letaba Local I\}I'Lsniciqbality in the ‘manégement of its
| e

income and expenditure so as to achieve its goals as set .out in its policy

documents. a : '
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3.5

3.6

PRINCIPLES

The Council shall adopt three —year budget statements for the next financial
year's budget. The budgets statements shali be the focal point of the budget,
and shall be linked to the IDP. The Budget and IDP review process are to
run concurrently. B '

Except in so far as capital projects représents a contractual commltment to
the Municipality extending over more than one financial year the annual
operating and capital budget shall be prepared from a ze(o _base
- -3 Lo
The capital budget component of the anntal or adjustni‘e‘nts =I:'Judget shall
only be approved by Council if it has been Eroperly balahced, that is, if the
sources of finance which are realistically envisaged to fund the budget equal
the proposed capital expenses. g u',, :

Before approving the capital budget ‘ebmponent ef " the annual or
adjustment budget, Council shall cdr;s:ider‘;.the impact on the ioresent and
future operating budgets of the muriicipality.in relation to:‘f_ '

¢  Finance charges to be incurred on external loans;
»  Depreciation of fixed asset; -, "
+  Maintenance of fixed asset; and o

e  Any other ordinary operation expenses assocnated W|th any items on
such capital budget. i

{
H

In addition, Council shall consider, the likely impact jof such operation
expenses-net of any revenues expeeted to, be generated by such item-on
future property rates and service tariffs. - ‘ ‘

Council shall establish an asset'financidg reserve for the purpose of
financing capital projects and the acquisition of capital assets. Such reserve
shall be established from the following sources of revenue:

* Unappropriated cash —backed -sukpluses to the ex‘i‘ent-that such
surpluses are not required for,"opereti_ohal purposee*f

) Interests on the investments of the aeset ﬁnancing-rec_:ei\f/e-,
appropriated in terms of the banking and investments policy:
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3.7

3.8

3.9

3.10

3.11

»  Further amounts appropriated as contrlbutlons in ‘each annual or
adjustment budget; and ) s

e Net gains on the sale for fixed .assets in terms of the fixed assets
management and accounting policy.

Any unappropriated surplus from previous financial year, Shalt not be used

to balance any annual or adjustments .hudget, but shall be appropriated, as

far as it is not required to finance the payment of operatirig creditors or

(provided it is cash backed) to the Municipality ‘asset ﬁnahci‘ng reserve.

@

An impending operating deficit shalf be made good in an adjustments
budget, but if an operating deficit arlses at the end of a fi nanc&at years,
notwithstanding the precautionary measures adopted by the counCII such
deficit shall immediately be made good in the annual or adjustment budget
for the ensuing financial year, and shall not be offset ag'aihst any un-
appropriated surplus carried forward from the preceding t:tnahciafyear.

The municipality shall establish and maintain a provision for:bad debts in
accordance with its Rates and Tariffs polib;,' and shall Eudget appropriately
for the contribution to such provision in each annual and adjustment budget
(such contribution shall not be less’ than the, actual contnbutlon made on the
previous financial year.) ' ’

When considering the draft annual budget Councn shall conSIder the impact
that the proposed increases in rates and services tanffs WIH have on the
monthly municipal accounts of households m the municipal area .The impact
of such increases shall be assessed on the basis of a fair Sample of randomly

f
1

selected accounts. . K

Finance charges payable by the munlmpallty shall be apportloned between
departments or votes on the basis of the preportlon at thé last balance sheet
date of the carrying value of the fixed assets belonging to such department or
vote to the aggregate carrying value of. aII fixed assets. in the Municipality
However ,where it is Council's policy to ralse external. Ioans only for the
financing of fixed assets in specified counctl services, finance- charges shall
be charged to or apportioned only between the departments or votes relating
to such services.




3.12

3.13

3.14

3.15

3.16

3.17

3.18

3.19

Depreciation and finance charges 'together' shall not exceed éO% of the
aggregate expenses budgeted for in the operating budget component of each
annual or adjustment budget and shall be charged or appdrtioned only
between the departments or vote to which the proper relate. ‘

The allocation of interest earned on the Municipality's in\_/estments shall be

a

budgeted for in terms of the investment policy.

The municipality shall adequately provide f__id each annual and radjustment
budget for the maintenance of its fixed assets in accordance with its fixed
assets management and accounting 'pdlicy At least 5‘% of the operating
budget component of each annual and adjustments budget shaII be set aside
for such maintenance. %

Notwithstanding the preceding prmmple the budget for Salarles .allowances
and salaries-related benefits shall be separatefy prepared, shall not exceed
35% of the aggregate operating budget component of the "annual or
adjustment budget. For purpose of applylng this prlnmple the remuneratlon
of political office bearers and other counc:lor shall be excluded from this limit.
The municipality shall establish and“meintain a provision for accrued leave
entitlements equal to 100% of the aeerded leave entitlement of officials as at
30 June of each financial year, end ‘Sheli budget apprdpri’ately for the
contributions to such provision in eat:h -anndel and adjust[:nents budget.
Each Director shall submit his/her ta:us’iness- jplan for the ensuiﬁg year to the
finance department before end of 'Feb'tUa'r'y of each year accompanied by
general expenditure projections with total budget not exceedlng the limits set
by the Chief Financial Officer. '

In approving the budget, Council ;’éﬁéu a:p"pfrove the alldcatioﬁe made per
function as prescribed by the National freasdry. Council may h'owever require
more detailed supporting documéhtation" in regard :to the" functional
allocations. In addition the resolution shall mclude any other matter prescnbed
by this policy. ‘ ‘

Al

L

The Head of the Department (Directors) service or functfqn to which budget
vote relates shall justify the allocation of the aggregate for such’vote to the




3.20

various line items within the vote to the ‘p;)rtfoli.o committee responsible for the
department, service or function concerned and shall provide the relevant
portfolio committee with quarterly Qerformanée indicators aridservice targets
pertain to the budget.

The Chief Financial Officer shall ehsure that the cost of indigent relief is
separately reflected in the appropriate-votes, '




4.2

4.3

4.4

PREPARATION OF THE BUDGET

Without derogating in any way from the legal responsibilities of the municipal
manager as accounting officer, the Chief Financial Ofﬁcer‘ shall be
responsible for preparing the annual capital and operating budgets
(including the budget components required for the ensuing financial years)
any required adjustments budgets. The projections of revenue and expenses
for the service delivery and budget- implementation plan {including the
alignment of such projections with, the cash management program
prepared in terms of the mvestments pohcy) and shaIL be accountable to
the municipal manager in regard to- the performance of these functions.

AR
*, y
o

The Mayor shall convene a strategic V\;orkshc)p in Septenj:ber or October with
executive committee members and managers to determine the 1DP priorities
to form the basis for the preparatien of MTREF budget'f:in coneideration of
financial and political pressures facing the municipality. o

The Chief Financial Officer shall drett the budget timetable for the ensuing
financial year for the mayor's approVal "and"shali Endicate in such timetable
the target dates for the draft revrsron of the annual budget and the
preparation of the annual budget for the ensumg frnancral year which targets
dates shall follow the prescription of the Municipal Finance Management Act,
and target dates for the submission of all the budget related documentation
to the mayor, budget committee member and executive commlttee council.

Except where the Chief Financial Ofﬂcer wrth the conseht of the Mayor and
Municipal Manager, decides otherwrse the sequence in, WhICh each annual
budget and adjustment budget shall be prepared shall be first, the capital
component, and second, the Operatlng component “The. operating
component shall duly reflect the impact of the oapltal component on:

. Depreciation charges.
*  Repairs and maintenance expenses. . . N
o Interest payable on external borrowings.

. Other operating expenses. :

.




4.5

4.6

4.7

4.8

4.9
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In preparing the operating budget, the Chief Financial Office'rhshall determine
the number and type of votes to be used the line-items to be shown under
each vote, provided that in so doing the Chief Financial O.'fﬂcer shall properly
and adequately reflect the organisational structure of the Municipality, and
further in so doing shall comply-in so far as the organlzatzonal structure
permits —also with the prescribed budget format per mumc:pal budget and
reporting regulation. The Municipal Standard Chart of Accounts (mSCOA)
must be used in determining the Municipality’s chart of acco__unts.

by

The Chief Financial Officer shall determme the deprecratlcm expenses to be
charged to each vote, the apportlonment of interest payab[e to the
appropriate votes, the estlmates of wlthdrawal from (clalms) and
contributions to (premiums) the self—msurance reserve, and the contnbutions
to the provisions for bad debts, and accrued leave entltlements

The Chief Financial Officer shall further, with the approval of the Mayor and
the Municipal Manager, determine. the;rec'ommended contrfhution to the
asset financing reserve and any si:e:cia! cantributions to, the s'e"l‘f-insurance
reserve. -

The Chief Financial Officer shall also agaln with the approval of the mayor
and the municipal manager,; havmg regard to the councn s current financial
performance, determine the recommended aggregate growth factor(s)
according to which the budgets for the vanous votes shaII be d,rafted

The Chief Financial Officer shaII complle monthly budget reports with
recommendations, comparing actual results with budgeted proléctlons and
the head of departments shall timeously and adequately furnish the Chief
Financial Officer with all explanations requir__ed for deviations from"the budget.

The Chief Financial Officer shall su't;m'it these monthly reports tc">,_.the mayor,
finance committee and the execu,'ti‘ve ‘cormmittee in aocorda-nce with the
prescriptions of the Municipal Finance Management Act,2003‘_ (Act 56 of
2003). v K




4.11

4.12

4.13
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4.15

4.16

The Chief Financial Officer shall prowde technlcal and admmlstratlve support
to the Accounting Officer and the Mayor in the preparatlon and approval of
the annual and adjustment budgets, as wel‘l. as in the consultatlve process
which must precede the approval of such budgets.

The Chief Financial Officer shall ensufe,that the annLieI and adjustment
budgets comply with the requirements of t_t_te National Treasury, reflect the
budget priorities determined by the Mayor are aiignedg with the IDP, and
comply with all budget-related policies, and shall make recommendatlons to
the mayor on the revision of the IDP and the budget —retated pohmes where

' 4

these are indicated.

The Chief Financial Officer shall meke rec,o::nmendations on the financing of
the capital budget for the ensuing and future financial yeat‘s indicating the
impact of viable alternative fi nancmg scenanos on future expenses, and
specifically commenting on the retatlve Fnanma! merits - of Jinternal and
external financing options. . o

.y, !

The Chief Financial Officer shall determtne the basis for altocatmg overhead
expenses not directly chargeable to VOtes The expenses assomated with the
democratic process shall be aIIocated to a . separate vote and shaII not be
charged out as an overhead. o :

The Chief Financial Officer shall ensure that the cost of indlgent support
programmes is separately reﬂected in the appropr:ate votes

The Chief Financial Officer shall ertsure."that the alloeati‘ons"‘from other
organs of state are properly reﬂect'ed'in the annual and adjostment budget,
and that the estimated expenses agatnst such ailocatlons (other than the
equitable share) are appropriately recorded

?




5.1

Y

MUNICIPAL FINANCE MANAGEMENT ACT, 2003(ACT NO.56 OF 2003)

REQUIREMENTS FOR MUNICIPAL BUDGETS

In preparation of annual budget, Council, Municipal Manager and Chief Financial

Officer must ensure that the municipality comply with Section 15-33, 42, 43, 53-

54, 68-73, 75 and 80 of Municipal Finance Management Act, No 586 of 2003.

In preparing the annual budgets the stlpulat|on and gwdellnes of legislations and
circulars must at all times being adhered to. :

Responsibility in preparing the annual budgets

Whilst the Municipal Manager is accou'ntable and respé.ns‘ible overall, the
Chief Financial Officer is responsiblé for compiling.the'r_MunicipaIity‘s
consolidated draft annual budget fhrough inputs reééived- from other
directors and assistant directors. . * .- . v
This matter also receives the attentlon of the Munlmpalltys Finance
Committee and ultimately the Councn '

According to section 81 of the "1MFMA‘ Jthe Chief F'inahcial Officer is
administratively in charge of the budget and treasury office and must, inter
alia, ‘

@

5.1.3.1 Assist the municipal manager in preparing and implementing the budget;

5.1.3.2 Perform such budgeting, financial reporting and financia"l rﬁanagement and

el
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review duties as are delegated by the Municipal Manager;

5.1.3.3 Account to the municipal manager’ for the performance of all the foregoing

responsibilities.

The Municipal Manager must ensure that the annual 'ahd adjustments
budgets are tabled to the relevant committges, Council and Provincial and
National Treasury at the dates and:times as 'regulated by legislations.

L]




5.2 Budget virement

52 Refer to the Virement Paolicy stipulatidn regarding transfers in the approved
budget during a financial year.

53 Implementation and review of the policy

This policy shall be implemented by Greater' Letaba Muni‘bipality and shall be
reviewed on an annual basis to ensure that it is in line with the Municipality’s
objectives, legislation and treasury regulations. ‘o

n

]
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Municipal Manager
Sewap




