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MUNICIPAL MANAGER
CHIEF FINANCIAL OFFICER

MANAGERS
DISTINGUISHED GUESTS 
MEMBERS OF THE MEDIA
LADIES AND GENTLEMEN
It is again my duty and privilege on behalf of the Executive Committee, to present to Council of Bela Bela Local Municipality the budget which relates to the financial year, 1 July 2007 to 30 June 2008.   
Bela Bela Local Municipality like other Municipalities is faced with the daunting task of providing democratic and accountable Government to Local Communities, ensuring the provision of services to Communities in a sustainable manner, promoting social and economic development, promoting a safe and healthy environment and encouraging involvement of communities in Local Government matters to ensure that we give full effect to our constitutional obligations and their constitutional rights.

This is a huge responsibility for Bela Bela Local Municipality, we are confident that we will meet our constitutional obligation.

Madam Speaker

The Systems Act puts Planning, community participation, performance monitoring and service delivery at the centre of its objective. These issues are also regarded by Bela Bela Municipality as critical factors to ensure that we work as a unit and that we meet the expectations of our communities with the resources at our disposal.

Overtime municipalities have tackled the task of Local Government from many different perspectives whilst Bela Bela Municipality accepted the fact the fundamental role of the municipality has shifted from that of mechanical provider of services to that of Developmental Agent.

The aim of this budget is therefore to create condition which will promote a better quality of life for all people in our area of jurisdiction. This will be done while keeping in mind the difficult process of balancing the limited financial resources against the needs and demands of our communities.

Planning of services should therefore not occur in a vacuum, it should be done in close relation with the people we serve. By improving transparency, communication, and keeping objectives alive many challenges relating to Service Delivery can be resolved. 
Madam Speaker

We are gathered here to consider a budget which has been crafted with full consideration of our Integrated Development Plan.   The Integrated Development Plan, which is otherwise known as the IDP is the beacon, which guides us in the channeling of the scarce resources towards fulfillment of our developmental mandate.

This budget, Madam Speaker, acknowledges the challenges we face with our constitutional obligation to meet the immediate needs of our people while laying a firm foundation for the next three years.
Amongst the highlights for the next financial year are our interventions relating to indigents.

To this end, our Registered Indigents Poverty Alleviation Strategy will consist of the following free basic services.

All Registered Indigents will receive free 10 Kilo litres of water, Free 80 Kilo Watts of Electricity, Free Refuse Removal and Sewerage as well as Free Assessment Rates.
But more important, Madam Speaker, is that all outstanding debts by Registered Indigents will be Written Off as from the 1st July 2007.

Regarding the Assessment Rates Madam Speaker, we are saying there will be an Exemption of R15 000 on all residential properties, 20% Rebates further on all residential properties, another rebate of 60% on Agricultural Land, and 30% rebate specifically to the categories of privately developed estates upon application.
There will be 25% phase in for four years per year in sectional titles, privately developed estates and agricultural.

Additional rebates with regard to agricultural, businesses and other organizations as per rates policy upon application.

Madam Speaker

The Municipal Finance Management Act (MFMA) and budget reforms introduced by National Treasury, places responsibilities onto Council on the manner in which we prepare our budgets, and the budget process to be followed during the preparation there-of. 
It is therefore important, Madam Speaker, to highlight a few of these issues as it has a definite impact on the way in which we prepare our draft budget.

MFMA Circular No 14 emphasized the following important factors to be taken into account when compiling annual budgets:-

1. Municipalities are obliged to ensure that their budgets are balanced and all expenditure is fully funded.

2. Municipalities must ensure that the Integrated Development Plan (IDP) is revised and linked to resource allocations in the budget.

3. On the operating side, it is important to continue to strive to achieve efficiency and productivity gains, while being mindful of the implication that growth in salaries & allowances will mean for service delivery.

4. To achieve national objectives, municipalities should also strive to alter the composition of their budgets by spending more on capital and basic services and without compromising allocations to personnel and administration within affordable limits, thus improving the quality of service delivery. Municipalities are expected to maintain a clear focus on expanding infrastructure investments to encourage economic growth potential, adding momentum to the national priorities for improved spending in this area.

5. When preparing the annual budget, the Mayor must take into account the national budget, the relevant provincial budget, the national governments fiscal and macro economic policy, the annual Division of Revenue Act and any agreements reached in the Budget Forum. 
This is in addition to consultation with the community and other stakeholders.
MFMA Circular No 28 mainly deals with the budget content and format to be complied with. However, an EXTRACT from the circular also emphasizes the following important aspects to ensure the compilation of a CREDIBLE budget:-

“Amongst other things, a CREDIBLE budget is a budget that:

1. Funds only activities consistent with the revised IDP and vice versa ensuring the IDP is realistically achievable given the financial constraints of the municipality; 

2. Is achievable in terms of agreed service delivery and performance targets; 

3. Contains revenue and expenditure projections that are consistent with current and past performance and supported by documented evidence of future assumptions; 

4. Does not jeopardize the financial viability of the municipality 
5. And Provides managers with appropriate levels of delegation sufficient to meet their financial management responsibilities. 

It further emphasizes the fact that a budget sets out certain service delivery levels and associated financial implications. Therefore the community should realistically expect to receive these promised service delivery levels and understand the associated financial implications. 
Major under spending due to under collection of revenue or poor planning is a clear example of a budget that is not credible and unrealistic. Furthermore, budgets tabled for consultation at least 90 days prior to the start of the budget year should already be credible and fairly close to the final approved budget.”

Madam Speaker
I am highlighting the above not only because it derives from legislation but also to confirm that in the compilation of our draft budget we have strived to ensure that we meet these guidelines as far as possible. 

IDP AND BUDGET PROCESS

An Integrated Development Plan, Madam Speaker, is a strategic planning framework which helps Municipalities to meet the challenges of developing sustainable infrastructure, and to improve the quality of our people’s lives by aligning financial and organizational resources with agreed policy objectives.   
It enables Municipalities to prioritize and strategically focus their activities and resources.   The strength of integrated planning is that it links development, service delivery and performances of Municipalities.

Here at Bela Bela Local Municipality, we have reviewed our IDP and are confident that it links, integrates and co-ordinates our plans.  
We are also confident, Madam Speaker, that our IDP aligns Bela Bela Local Municipality’s resources and capacity and that it caters for development.

The IDP has been drafted and reviewed in such a way that it eliminates the disorganized planning and implementation processes of the past and brings together the different initiatives to enable us to do more with the resources at our disposal.  
This IDP and resultant budget puts communities at the center of development without undermining their abilities, knowledge and wisdom.
3.  BUDGET RELATED POLICIES AND AMENDMENTS
Madam Speaker 
The budget related policies mentioned below have been reviewed during the budget process and are submitted for consideration.

1. Credit Control and Debt Collection Policy

2. Policy on Indigent Consumers

3. Policy on writting off of Irrecoverable Debt

4. Property Rates Policy

5. Tariff Policy

6. Banking and Investment Policy

Credit Control Policy 

Madam Speaker 
Our reviewed credit control policy provides for once off incentives to enhance debt collection, were a debtor pays 50% on his/hers arrears account and the other 50% will be written off immediately. The period allowed for this incentive, Madam Speaker, is 6 months.
The levying of interest on the outstanding will be suspended once a debtor entered into an arrangement.
Property Rates Policy

As we all know Madam Speaker, this is the first year for the municipality to implement the new Municipal Property Rates Act. 
The spirit of the Act is to bring about uniformity and equity in the way property tax is collected, And most importantly to broaden the tax base of the municipality. 
Madam Speaker, I should also mention the fact that our municipality is amongst the five municipalities in Limpopo province to implement this Act in the 2007/2008 financial year and amongst the first few in the whole South Africa.
CHALLENGES

Madam Speaker

There are however, a range of significant issues, which need to be addressed and effectively managed if a meaningfull impact on service delivery and community development is to be achieved.

1. There is also a need for greater funding for capital expenditure.

2. A need to ascertain the number of indigent people more accurately in our area. To this end, an indigent register is in place but it needs to be updated and maintained.   The Municipality however had an awareness  campaign of registering indigents and also verifying the ones that are already on the system.

3. Extending, upgrading and maintaining of infrastructure are key issues to ensure payment for services and thus ensuring sustainable service delivery.

At present there is a great need to increase and upgrade the infrastructure in many areas within Bela Bela  Municipality.

4. Maintenance in many areas are purely reactive and there is a great need for preventative maintenance.

5. The tax base of Bela Bela Municipality needs to be expanded to alleviate the financial burden on the paying consumers.
4.  PERFORMANCE MANAGEMENT

Madam Speaker
The performance management system provides the framework that ensures that the IDP is measured and implemented.

The system is used by Bela Bela Local Municipality as an instrument whereby the strategies, IDP projects, budgeting and employee accountability is aligned and integrated.  
This system is further used as a tool to measure performance of Section 57 Managers through SDBIP’s or Quarterly Reports. Our anticipation is that the system will be cascaded down to middle management officials and finally to lower level employees for purpose of accountability.  
5. DISCUSSION OF THE DRAFT OPERATIONAL BUDGET
5.1 Revenue
Madam Speaker
In terms of the draft operational budget the current draft revenue budget shows a growth rate of 25.58%, which is mainly a result of the property rates which increased by 41.21% as compared to the 2006/2007 budget. 

This is because of the implementation of the Property Rates Act and the allocation of the Finance Management Grant and Municipal Systems Improvement Grant of R 1,234,000 (R1.2m) that is now incorporated into our operational budget
	Revenue
	2006/2007 Approved Budget
	2006/2007 Adjustments Budget
	2007/2008 Draft Budget

	 
	Amount (R)
	% of Budget
	Amount (R)
	% of Budget
	Amount (R)
	% of Budget

	Equitable Share
	       12,580,232 
	   16.84 
	       14,874,675 
	     18.52 
	      17,490,000 
	    17.48 

	Municipal Infrastructure Grant
	                        - 
	         -   
	                        - 
	           -   
	        4,849,000 
	      4.85 

	Other Grants
	                        - 
	         -   
	                        - 
	           -   
	        1,234,000 
	      1.23 

	Rates and Taxes
	       16,707,048 
	   22.37 
	       15,543,733 
	     19.35 
	      21,950,000 
	    21.93 

	Electricity Sales (Conventional)
	       23,449,416 
	   31.40 
	       16,948,562 
	     21.10 
	      18,660,885 
	    18.65 

	Electricity Sales (Pre-paid)
	                        - 
	         -   
	         9,092,465 
	     11.32 
	        9,442,562 
	      9.44 

	Refuse Removal 
	         3,943,085 
	     5.28 
	         3,943,085 
	       4.91 
	        4,179,670 
	      4.18 

	Water Sales
	         9,888,038 
	   13.24 
	         7,954,312 
	       9.90 
	        8,931,570 
	      8.92 

	Sewer
	         3,895,619 
	     5.22 
	         3,716,253 
	       4.63 
	        4,129,357 
	      4.13 

	Interest on Arrears
	            500,000 
	     0.67 
	         2,900,000 
	       3.61 
	           525,000 
	      0.52 

	Other Revenue
	         3,722,770 
	     4.98 
	         5,356,840 
	       6.67 
	        4,443,491 
	      4.44 

	Total Revenue
	       74,686,209 
	 100.00 
	       80,329,924 
	   100.00 
	    100,076,064 
	    95.76 
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5.1.1 Property rates
Madam Speaker

It is anticipated that 21 950 000 will be recovered through the levying of property rates.   This amount represents 21.93% of the total budgeted income.

The revenue from property rates is used to fund services that benefit the community as a whole as opposed to individual households.   These include maintaining streets, roads, sidewalks, storm water drainage, buildings, parks and recreational facilities.   It is also used to fund administration costs such as stationary, insurance, meetings and the Councillors allowances.  
In short, Madam Speaker this revenue is used to accommodate all expenditure which are not financed by metered services such as electricity, water, Sewerage and refuse removal.

The proposed tariff for the property rates 2007/2008 financial year in terms of Section 2 and 7 of the Local Government Property Rates Act, 2004 will be fixed at a general rate of 0.009 cent in the rand on the Total value or on the value of a right on property indicated as ratable property recorded in the valuation roll for the period 2007 to 2010.
5.2   Expenditure
The most significant items of income is service Electricity Sales both pre-paid and conventional which is 28.08% of total income while the most significant expenditure items are general cost  39.68%,  salaries, wages and allowance 32.68%, and contribution to capital outlay, representing 9.86% of total expenditure.   The proposed 2007/2008 budget reflects a surplus of R71 050.
	Expenditure
	2006/2007 Approved Budget
	2006/2007 Adjustments Budget
	2007/2008 Draft Budget
	Parameters 2007/2008

	 
	Amount (R)
	% of Budget
	Amount (R)
	% of Budget
	Amount (R)
	% of Budget
	% of Budget

	Salaries, Wages & Allowances
	29,600,482
	    39.59 
	25,444,946
	   31.70 
	32,682,431
	   32.68 
	32.00%

	General Expenses
	34,241,387
	    45.79 
	39,295,707
	   48.95 
	39,681,877
	   39.68 
	47.00%

	Repairs and Maintenance
	4,634,360
	      6.20 
	4,744,388
	     5.91 
	7,296,490
	     7.30 
	8.00%

	Capital Charges
	2,345,079
	      3.14 
	2,345,079
	     2.92 
	3,905,299
	     3.91 
	3.00%

	Contribution to Capital Outlay
	2,651,500
	      3.55 
	2,651,500
	     3.30 
	9,859,751
	     9.86 
	4.00%

	Contribution to Funds
	1,300,562
	      1.74 
	5,792,887
	     7.22 
	6,579,166
	     6.58 
	6.00%

	TOTAL EXPENSES
	74,773,369
	  100.00 
	80,274,507
	 100.00 
	100,005,014
	 100.00 
	100.00%

	TOTAL REVENUE
	74,686,209
	 
	80,329,924
	 
	100,076,064
	 
	

	NETT SURPLUS/ (DEFICIT) 
	-87,160
	 
	55,417
	 
	71,050
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(a)
SALARIES AND ALLOWANCES
The salary budget represents 32.68% of the total expenditure budget.  Madam Speaker the personnel budget caters for all posts that are currently occupied by permanent staff and other critical post identified by Management which are still to be filled.
(b)      GENERAL COST
General cost consists of the following major items, Bulk purchases for electricity and water.
Bulk purchases represent 21.60% of the total Expenditure budget.
(c)
REPAIRS & MAINTENANCE

The annual warning that we should guard against approving Capital projects without ensuring adequate funding for repairs and maintenance has been taken to heart.         With a MIG budget of R4 849 000 and a capital budget of R24 359 751 it is essential that sufficient provision be made to accommodate the repairs and maintenance of our assets.
An amount of R7, 296,490 which represent 7.30% of the total expenditure budget has been provided on the budget for repairs and maintenance of Council’s assets and this amount is allocated as follows:
DESCRIPTION




AMOUNT

	Repair and Maintenance 
	 Rand 

	 
	 

	 Binding of books 
	3,680 

	 Buildings 
	300,000 

	 Tools and kit 
	59,600 

	 Office equipment 
	133,935 

	 Machinery 
	605,500 

	 Furniture 
	22,425 

	 Traffic Lights 
	10,000 

	 Parks and cemeteries 
	300,000 

	 Streets 
	3,000,000 

	 Storm Water 
	84,000 

	 Gravel Pitt 
	30,000 

	 Auctioneer's stock yard 
	7,350 

	 Traffic signs 
	50,000 

	 Network: Water, sewer and electricity 
	2,000,000 

	 Air field 
	20,000 

	 Dumping site 
	670,000 

	 
	 

	 Sub Total   
	7,296,490 


 (d)
PROVISION OF BAD DEBTS
Section 18 of the Municipal Finance Management Act requires the municipality to ensure that revenue projections in the budget are realistic, taking into account projected revenue for the current year based on the collection levels to date and actual revenue collected during previous financial year
Currently the provision of bad debts amounts to 10.54% of the total projected revenue from levies. This percentage is in line with the estimated payment levels which are in the region of 90%.

Madam Speaker, as a short term target to prevent a further increase in the current provision for bad debts, it is imperative that  credit control measures be fully implemented to ensure an increase in the current payment levels from 90% to at least 95%.
(e)          FREE BASIC SERVICES AND SUBSIDIES FOR INDIGENTS

Madam Speaker

Our users can be divided into the following categories:
1) Users who are unable to make any contribution towards the consumption of services and who are fully subsidized in terms of the basic package of municipal services;

2) Users who are able to afford a partial contribution and who are partially subsidized only; and

3) Users who can afford the cost of the services in total.

It is therefore important to identify these categories and to plan the tariff structures accordingly. Subsidies currently derived from two sources namely:-

1) Contributions from National Government: National Government makes an annual contribution through the equitable share, according to a formula, which is primarily based on information obtained from Statistics South Africa by means of census surveys. If this contribution is judiciously utilized it will subsidies all indigent households who qualify in terms of the Council policy.

2) Contributions from own funds: The Council can, if the contribution of National Government is insufficient, provide in its own operational budget for such support. Such action will in all probability result in increased tariffs for the larger users. Any subsidy must be made known publicly.

3) In terms of the Bill of Rights every individual has the right to have access to basic services such as food and water, health care, housing and social security. In this regard, the state has an obligation to achieve the progressive realization of each of these rights. In accordance with the above the Municipality has defined a basic package of municipal services as follow:-

4) 6 Kilo Litres of water per household per month.

5) 80 units of electricity for all indigents per household per month.

6) Refuse removal from residential stands in accordance with the municipality’s policy.

7) Sewer services to residential stands in accordance with the municipality’s policy.

8) Payment of Rates and Taxes on a residential property in accordance with the municipality’s policy.

Madam Speaker,
This municipality will receive an allocation of equitable share of R17 490 000 million during the 2007/2008 financial year. 
I am glad, Madam Speaker, to inform this house that we have taken a definite step to adhere to the purpose of the equitable share grant as discussed above.

The following principles have been adopted for the 2007/2008 financial year:-

1. A provision has been allocated from the equitable share to subsidies electricity income to provide indigent households with 80 units of free electricity per household per month. Where applicable, an amount will be paid over to Eskom to subsidies indigent households with 80 units of free electricity per household per month where these households are receiving electricity directly from Eskom.

2. A provision has been allocated from the equitable share to subsidies water income to provide all households with 6kl free water per household per month for all households and additional 4kl free for all indigents per month.

6 PROPOSED TARIFF INCREASES

Madam Speaker, when determining tariffs it is important to take into account the total effect of all tariff increases and not necessarily individual tariffs only. It is commonly referred to that the municipality supplies a basket of services and therefore consumers should measure the impact of tariff increases based on the sum of this basket of services.

The proposed tariff increases provided for are as set out below.

1. Refuse Removal Services

6%.

2. Electricity


 - 
6%

3. Assessment Rates

 - 
A new tariff is proposed 

4. Water



 - 
6%

5. Sewer



 - 
6%.

Madam Speaker

Please allow me to highlight the following on some of our tariff increases.

The proposed tariff for the property rates 2007/2008 financial year in terms of Section 2 and 7 of the Local Government Property Rates Act, 2004 will be fixed at a general rate of 0.009 cent in the rand on the Total value or on the value of a right on property indicated as rateable property recorded in the valuation roll for the period 2007 to 2010.

A tariff increase of 6% on water has been provided for the 2007/2008 financial year. However, a new step tariff has been introduced for consumption between 31kl to 50kl per month. This is in line with the national policy from DWAF on step tariffs for increased consumption in view of the fact that water is regarded as a scarce commodity.

7. 2007/2008 PROPOSED CAPITAL BUDGET

Madam Speaker
In terms of Circular 14 from National Treasury only capital projects for which funding has been secured may be included in the Capital Budget. The total proposed capital budget for which funding has currently been secured/ provided amounts to approximately R24 359 751 million. 

For the 2007/2008 financial year it is proposed that external loans be obtained to fund the rebuilding of Municipal Offices...
An amount of R24 359 751 including MIG grants, is submitted for approval.  The funding of this amount is as follows:

Funding Source


2007/2008
MIG




R 4 849 000
Loans




R 13 000 000
Own Sources


R  5 010 751
Total




R24 359 751
Madam Speaker

It should also be mentioned that R4 849 000 (MIG Funds) has been allocated to Bela-Bela Local Municipality to address capital backlogs.
The capital program for the 2007/2008 financial year which is informed by the IDP can be summarized as follows:
	PROJECT
	Budget 2007/2008

	New testing grounds 
	500,000

	Refuse  bins x 700
	70,000

	Extension water purification plant
	5,500,000

	Install services at Golfbaanpark
	1,500,000

	Storm water drainage 
	750,000

	Road paving
	1,000,000

	Building of new Municipal Offices
	13,000,000

	Land use management scheme
	800,000

	Replace 12x protection relays for municipal sub
	112,911

	Upgrade electrical network township
	300,000

	Upgrading of H/T lines Bospoort
	225,000

	Upgrading of H/T lines Roodepoort pots
	200,000

	Step up transformer
	380,000

	Purchase of chairs and tables at: Pienerivier
	21,840

	TOTAL
	24,359,751


8.  SUMMARY
Madam Speaker to summarize:

The budget presented to you consists of the following:

1. Capital budget (conditional Grants)


R   4 849 000
2. Capital Budget (financed from loans)


R   13 000 000
3. Capital Budget (own sources) 



R    5 010 751
4. Operating Expenditure




R 100 005 014
Madam Speaker
I want to take this opportunity to thank our officials for the hard work they put into the compilation of the budget. I also wish to thank Members of Council together with their constituencies for the valuable input they made.

Madam Speaker 

I therefore move that the recommendation stipulated in the agenda be considered and approved.

I thank you
M.H LEDWABA
MAYOR
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