THEMBISILE HANI LOCAL
MUNICIPALITY

ANNUAL BUDGET 2021/2022



, MEMORANDUM
f CORPORATE SUPPORT SERVICES

TO : CHIEF FINANCIAL OFFICER

FROM : MUNICIPAL MANAGER

SUBJECT : IMPLEMENTATION OF COUNCIL RESOLUTIONS
DATE : 31/06/2021

At its Ordinary Council meeting heid on the 31# May 2021, council resolved among others the
following:

TH-NDC 158/05/2021 ANNUAL BUDGET REPORT FOR 2021/22 & 2023/24
FINANCIAL YEARS

RESOLVED

1. THAT the annual budget of the municipality for the financial year 2021/2022; and indicative
for the two projected outer years 2022/23 and 2023/24 as outline ANNEXURE “0” 581-
640 be approved:

2. THAT the Tariff structure for 2021/22 financial year as attached in Annexure “R” pages
352 to 655 be approved.

3. THAT following policies relating to budget as attached in Annexure “S” be approved:

o Tariff Policy

o Investment Policy

o Cash Management Policy

o Credit Controf and Collection Policy

o Property Rates Policy

© Revenue Enhancement Strategy and Debt Collection Plan
o Indigent Subsidy and Free Basic Services Provision Policy
a Budget Policy

¢ Virement Policy

o Supply Chain Management Policy

o Asset Management Policy

o Travelling and Subsistence allowance Policy

o Unauthorised [rregular or fruitless and wasteful Expenditure Policy and
Procedures

o Petty Cash Policy



THAT the following by-laws: Tariff by-law; Indigent by-law; Debt Collection and credit
Control by-law; Property Rates by-law as approved by council under resclution no TH-
DC 106/03/2021 are still valid for 2021/2022 financial year,

THAT the recommendations of the PT based on the municipal Annual Budgst of 2021/22
Financial Year attached hereto as ANNEXURE “P” pages 641 to 844 be noted

THAT the Uniform Financial Ratios and Norms for 2019720 Financial Year be noted

THAT the Accounting Officer be authorized to submit the approved annual budget to the
Natlonal Treasury and the relevant provincial treasury.

THAT circular No: 108 issued by National Treasury as a guideline for the preparation of
annual budget for 2021/22 ~ 2023/24 Financial Year be noted

Hope that you find the above it order
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TH-NDC /03/2021 ANNUAL BUDGET REPORT FOR 2021/22 & 2023/24 FINANCIAL YEARS

1.2

1.3

REPORT OF THE MANAGER FINANCE

In terms of Section 152(1) of the Constitution of the Republic of South Africa, Act 108 of 1996, outlines
the objects of the local Government. The objects of the local government are:-

(a) to provide democratic and accountable government for local
Communities to ensure the provision of services to communities in a
Sustainable manner:

(b) to ensure the provision of services to communities in a sustainable manner

(c) to promote social and economic development;

(d) to promote a safe and healthy environment; and

(e) to encourage the involvement of communities and community organizations in the
matter of local government.

Section 153 of the Constitution of the Republic of South Africa»provides that a municipality must;-

(a) Structure and manage its administration and budgeting and
planning processes to give priority to the basic needs of the
community, and to promote the social and economic
development of the community; and

(b) Participate in national and provincial development
programmers.

In terms of section 17(1) of the MFMA, act 56 of 2003 provide that:

an annual budget of a municipality must be a scheduled 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 (function)
for the two financial years following the budget year

(d) Setting out-
(i) estimated revenue and expenditure by vote (function) for the current year; and
(i) actual revenue and expenditure by vote for the financial year preceding the current year;

and

(e) a statement containing any other information required by section 215 (3) of the constitution or as

may be prescribed.

(2)  an annual budget must generally be divided into a capital and an
operational budget in accordance with international best practice,
as may be prescribed

1.4 In terms of Section 24 (1) of the MFMA the council of a municipality must at least 30 days
before the start of the budget year consider approval of the annual budget.

(2) An annual Budget-
(a) Must be approved before the start of the budget year;
(b) Is approved by the adoption by the council of a resolution referred to in section 17(3) (a)(i); and
(c) Must be approved together with the adoption of resolution as may be necessary —
(i) Imposing any municipal tax for the budget year:;
(ii) Setting any municipal tariffs for the budget year



(iif) Approving measurable performance objectives for revenue from each source and
for each vote in the budget

(iv) Approving any changes to the municipality's integrated
Development plan; and

(v) Approving any changes to the municipality's budget related policies

The National Treasury issued some guidelines on preparation of 2021/22 MTREF Budgets which are as follows
~There are two circulars issued by National Treasury which are Circular No: 98 and Circular No: 99 which are
to be read together in order for the preparation of 2021/22 Medium Term Revenue and Expenditure

Framework (MTREF), which are attached hereto as ANNEXURE “ page - to - are the circulars 108 issued
by National Treasury.

The South African economy and inflation targets

~ The municipalities are directed that it is important to ensure that a realistic funded 2021/22 MTREF budgets
are adopted, through collection of debts owed to them and also pay their creditors within 30 days of receipt of
invoice.

The following macro — economic forecast are considered when preparing the 2021/22 MTREF budget.

Table 1 Macro- economic Performance and Projections

Percentage 2019/20 2020/21 2021/22 2022/23 2023/24
change Estimates Forecast
|

CPl Inflation 4.1% 3.3% 3.9% 4.2% 4.4%

The Revenue Budget
The tariff must be in excess of the 3.9 percent projected inflation target, and according to the letter from DWA
water tariff will be increased 8.5 percent of which the municipality must add a markup from the above

mentioned tariff which will be 1.00 per cent of which the tariff to be charged by the municipality will be 9.5
percent. The other tariffs charged will be increased by 3.9 per cent as per the projected CPI from circular 108.

Local Government Grants and Municipal Revenue Strength
The conditional grants allocated to the municipality has been decreased by an amount of (R 50 633 000) refer

to the below revenue summary this is as a result of limiting the government expenditure and also to ensure
that public debt is sustainable.

Change to Local Government Allocations
Unconditional Grant.

The municipal Equitable Share Grant is increased by an amount of (R 61 043 000) refer to the below revenue
summary.



Budgeting Issues
Employee related costs as per Circular 108

The salary and Wages Collective Agreement for the period 01 July 2018 to 31 June has come to an end and
a new agreement is under consultation, which we hope will take into account the current fiscal constraints
faced by government. Currently there is no information in place in this regard from the South African Local
Government Bargaining Council (SALGBC). The municipality has budgeted 5% salary and wages increase
for 2021/22 Financial Year.

Remuneration of Councillors

As municipalities we are advised to budget for the actual costs approved in accordance with the Government
Gazette on the Remuneration of Public Office Bearers Act: Determination of Upper limits of Salaries,
Allowances and Benefits of different member of municipal councils published annually between December
and January by the Department of Cooperative Governance.
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