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Honourable Speaker, 

Honourable Executive Deputy Mayor, 

Councillors,  

Municipal Manager,  

Directors, 

Staff, 

Members of the public and media, 

All protocols observed, 

Good day to you all. 

 

 

INTRODUCTION 

 

Speaker, it is my absolute honour and privilege today to present the 2018/19 Medium-Term 

Revenue and Expenditure Framework budget in Council.  I present this budget in the context 

of my second year in office after the August 2016 municipal elections.   

 

The second year was notably filled with more much challenges, which I will elaborate on later. 

 

Speaker, earlier this year I attended the Audit Excellence Award that was hosted by Premier 

Helen Zille, where the municipality was, yet again, recognised for its clean audit achievement 

of the previous financial year.  We are proudly committed to not only a “clean 

administration”, but also a “pro-active administration” at the Saldanha Bay Municipality.  

 

Our commitment to achieving the objectives of local government set out in the Constitution 

of the Republic of South Africa remains. We strive to do so in an efficient, effective, 

sustainable and a pro-active/problem solving manner.  We are aware that the resources that 

we work with do not belong to us and that we are merely custodians thereof.  It is therefore 
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our commitment to use these resources in a manner that benefits the owners of these 

resources, the communities and people residing in the Saldanha Bay Municipality.  

 

Speaker, it is also important to mention to all that the Democratic Alliance is the governing 

party in this municipality and that we will deliver on our mandate given to us by the majority 

of the voters, to make the vision that we espouse a reality.  Our all encapsulating approach is 

to make sure that we are not only a clean administration, but that we put measures in place 

to create sustainable economic development through an increase in the Gross Domestic 

Product (GDP) and employment opportunities. 

 

VISION 

 

Our Vison is to create a “SMART FUTURE THROUGH EXCELLENCE”. It is the blueprint of what 

we want the municipality to become during our term of office.  The concept “SMART” is an 

acronym meaning: 

 
The rendering of service which exceed normal expectation 

 
The effective and efficient execution of Council’s mandate 

 
The setting of objectives which are realistically achievable 

     
The setting of objectives that respond to the needs of the 
public 

 
The promotion of a consolidated approach to address the 
challenges 

 
 

MISSION 

 

Our mission will be to spell out our overall goals and to provide a path for decision making 

and is as follows: 

Superior Service 

Mandate 

Achievable 

Responsive 

Team 
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Saldanha Bay municipality is a caring institution that excels through: 

- Accelerated, sustainable economic growth and employment creation for community 

prosperity 

- Establishment of high quality and sustainable services 

- Commitment to responsive and transparent governance 

- The creation of a safe and healthy environment 

- Long term financial sustainability 

 

MUNICIPAL STRATEGIC FOCUS AREAS 

 

The Council has 5 “Game Changers” to serve as focus areas for achieving the vision and 

mission of the municipality. Speaker, it has become quite clear that if municipalities do not 

change their game in a couple of keys areas it will most definitely be on a downward, 

governance, financial and growth spiral. It has already happened in most municipalities in 

South Africa. We have 5 such “Game Changers”.  It will be our constant commitment to drive 

these 5 game changers to a point of implementation. 

  

Speaker, these “Game Changers” are: 

 

1. Economic Development and Growth;  

2. Customer Care;  

3. Technology and Innovation;  

4. Cleanliness; and  

5. Youth.  
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CONTEXTS 

 

Speaker, as always, we need to be cognisant of the political, economic, social and 

environmental realities that face the world, our country, province, district and municipality. 

These realities have become much more profound during the last years. Here I can inter alia 

refer to land invasions, the water crisis and finding water infrastructure that the national 

government should be funding and looming cash shortages to fulfil our service delivery 

obligation.  

 

In February 2018, the National Assembly gave the go-ahead for the amendment of section 25 

of the Constitution to give effect to land expropriating without compensation.  The closing 

date for the public to submit their input on whether section 25 should be amended has been 

extended by two weeks to 15 June 2018.  We are facing a real challenge in our municipal area 

where people have started putting up illegal structures at random.  We have held many 

meeting with communities in the last month to resolve the matter.  The development of our 

Informal Settlements Plan, which is a very pro-active attempt to “formalise” informal 

settlements is taking shape and will go a long way in the provision of formal shelter in a 

community based environment – the latter providing the all-important community and 

human factor.  Our problem of land invasion is further exacerbated by irresponsible 

statements by prominent politicians.  We are committed to make land and municipal services 

available for informal housing.  However, this must take place in an orderly and structured 

manner and we will not tolerate any illegal behaviour.   

 

Speaker, we know that our current population has increased rapidly since the official launch 

of the Saldanha Bay Industrial Zone 2013, so much so that it is beyond the 2016 Stats SA 

community survey figure of 111 173.  A reliable estimate was made in November 2017 by an 

appointed service provider which put our urban population at 151 564. It is now a common 

fact that the influx of people seeking work (and more than often not finding work in a 

depressed economy) is above the Western Cape Province average.  This influx of non-rate-
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paying and non-utility paying newly arrived residents is placing further pressure on an already 

fragile revenue base.  It is common cause that something is going to give if the economy is 

not growing in a sustainable way to get people in into employment.  Speaker, the present 

construction work in our municipality is great, but these are not sustainable employment 

opportunities created.  By sustainability I refer to employment that is of a permanent, not 

temporary nature. 

 

Our ability to provide municipal services to an increasing population whilst the marginal 

growth of our revenue base is lagging behind, will deteriorate our financial sustainability.  We 

have seen in recent media statements the poor financial state of municipalities in South 

Africa.  It will be near impossible for those municipalities to recover from such a dire financial 

state of affairs.  

Speaker, worryingly, the latest Ratings Afrika index has delivered a “shocking” revelation in 

2018, noting that a large portion of South Africa’s biggest municipalities are in serious 

financial trouble – to the extent that they would need a R22.4 billion government bailout to 

become financially stable again. 

The problems start mainly with inadequate budget planning and lack of financial discipline 

that cause these municipalities’ expenses to exceed their income, resulting in operating 

losses, according to Ratings Afrika. These losses, coupled with low revenue collection ratios 

cause their current liabilities to exceed their current assets. 

Only 22 municipalities out of 100 reported operating surpluses, with the remaining 78 

reporting deficits. The combined profits of those with a surplus amount to only R1 billion – 

whereas the combined losses amount to R15.3 billion.  Speaker, we are not there, but with 

the increasing pressure for service delivery with a stagnant revenue base, we should not fool 

ourselves – we can easily can into such a situation. 

We have named this rapid increase in our population, with the coupled financial sustainability 

risk as a “deathtrap”.  This terminology will from now on be used frequently by me to ensure 

that plans are in place to avoid this “deathtrap”. 
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A simple illustration of this is provided below.  This graph depicts our current limited revenue 

base of only 36 766 households that in 2018/19 will contribute R216 million in property rates.  

These households effectively finance our municipal fiscus and contribute on average R5 800 

per annum in property rates tax. 

 

 

 

Speaker, in addition to the “death trap” risk, the municipality has been seriously affected by 

the drought in the Western Cape.  This puts doubt in investor’s minds that this area will have 

sufficient water resources, resulting in a low economic growth rate.  Council has implemented 

level 6B water restrictions, which requires a water saving of up to 60% from consumers.  Over 

the next 3 years our investment in water infrastructure will be R428 million, which comprises 

55% of the capital budget.  A total amount of R170 million will potentially be borrowed to 

fund these water projects.   

 

The development of our Long-Term Water Plan has clearly shown that will need a desalination 

plant.  This Plan was developed by forecasting a low, mid and high level of growth in residents 
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in industry (indicated demand) and then plotting the available resources – the Supply (which 

is ground, surface, recycled and desalinated water) to meet the Demand.  

 

Speaker, we have not budgeted yet for a desalination plant, which could cost in excess of 

R600 million.  We are currently in discussion with the Department of Water Affairs to consider 

our options. Needless to say, it is common cause that the Municipality will not be able to fund 

a R600 m desalinated plant – not even through responsible borrowing.   

 

On a positive note it is pleasing to see that the Saldanha Bay Industrial Development Zone 

(SBIDZ) continues to make great strides in rolling out its mandate from the National 

Government.  The SBIDZ’s vision is to create an enabling environment to promote sustainable 

economic growth and job creation, specifically in the Oil and Gas, Marine Fabrication and 

Repair and Maintenance industrial sectors.  Speaker, this is a long-term investment of around 

R10 billion.  It is this “mushroom” that will be the corner stone of the municipal economy.  It 

will lead to a long list of downstream developments, developments that will not be there if 

the SBIDZ does not create the industrial, retail, office, residential and leisure demand over 

time.   

 

BUDGET OVERVIEW 

 

Speaker, the operating revenue budget for 2018/19 is R1.1 billion, R1.18 billion and R1.28 

billion respectively for the two outer years of the 2018/19 Medium-Term Revenue and 

Expenditure Framework.   

 

The operating expenditure budget for 2018/19 is R1.15 billion, R1.23 billion and R1.29 billion 

respectively for the two outer years of the 2018/19 Medium-Term Revenue and Expenditure 

Framework.  
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The capital budget is R329 million for 2018/19 and R195 million and R251 million respectively 

for the two outer years of the 2018/19 Medium-Term Revenue and Expenditure Framework.   

 

OPERATING REVENUE BUDGET  

 

The proposed operating revenue budget for 2018/19 increase with 1% to R1.1 billion 

compared with the 2017/18 adjusted operating budget of R 1.098 billion.  

 

Services Revenue which includes electricity, water, sanitation and refuse amount to R615 

million, or 55% of the total operating revenue and is the main source of revenue.  This is 

followed by property rates with R216 million or 19% of the total operating revenue and grants 

amounting to R 140 million or 13% of total operating revenue.  These grants include the 

unconditional equitable share grant used to subsidise the poorest of the poor with basic 

services and it also includes the housing grant for the building of houses for the poorest of 

the poor.   

 

The remaining R141 million, or 13% consist of interest earned of R54 million, traffic fines of 

R42 million and other revenues of R44 million. 

 

A synopsis of the main revenue sources is provided in the graph below. 
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OPERATING EXPENDITURE BUDGET 

 

The proposed operating expenditure budget for 2018/19 increase with 9% to R1.15 billion 

compared with the 2017/18 adjusted operating expenditure budget of R 1.05 billion.  

 

Bulk electricity and water purchases are budgeted to be R 329 million or 29% of total 

operating expenditure.  The bulk electricity purchase increase is 7.02%, although it has yet 

been formally approved by NERSA and the increase to the consumers will be 6.84%.  The price 

at which the municipality purchase bulk water will increase by 15% and will result in an 

increase of 21% for the consumer in 2018/19. 

   

Employee related costs amounts to R 362 million or 32% of total operating expenditure. We 

have very little control over the annual salary increase since the South African Local 

Government Bargaining Council, through a collective agreement between the unions and the 

Property rates; R216 m

Service charges; 
R615 m

Rental of facilities and 
equipment; R6 m

Interest earned; R54 m
Traffic fines; R42 m

Grants; R140 m

Other revenue; R38 m

FIGURE 1:  OPERATING REVENUE BUDGET
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employer, determines the increase for the next year.  Next year will be the first year of the 

new 3-year collective agreement.  Depreciation and asset impairment amounts to R 141 

million or 12% of total operating expenditure. 

 

I have also provided a synopsis of the operating budget expenditure in the graph below. 

 

 

CAPITAL BUDGET  

 

The proposed capital budget for 2018/19 increased with 3% to R329 million when compared 

with the 2017/18 adjusted capital budget of R319 million.  

 

Speaker, I have provided a listing of the top 20 capital projects for 2018/19 in the table below.  

The total of these 20 projects amount to R133 million which comprises 69% of our total capital 

budget of R329 million. 

Bulk purchases; R329 
Employee 

related costs; 
R362 m

Bad debts written 
off; R56 m

Depreciation and 
asset impairment; 

R141 mContracted services; 
R111 m

Finance charges; 
R21 m

Other expenditure; 
R117 m

Councillors 
remuneration; 

R12 m

FIGURE 2:  OPERATING BUDGET EXPENDITURE
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TOP 20 CAPITAL PROJECTS FOR 2018/19 

 

 Project R-value 

1 Langebaan Road Aquafer Well Field 2 – Project 1     67 500 000  

2 Langebaan Road Aquafer Well Field 2 – Project 2     28 000 000  

3 Upgrading Oostewal Street Langebaan     21 309 605  

4 Vredenburg Landfill Site Extension     18 145 950  

5 Intersection of Main and Koster Street Extension, Vredenburg     14 000 000  

6 Water (Urban Revitalisation)     10 000 000  

7 Paternoster Water Pipeline       9 250 000  

8 Upgrade of Vredenburg Sewerage Works       8 978 397  

9 Upgrade of Langebaan Sewerage Works       6 499 992  

10 Development of New Vredenburg Landfill Site       6 000 000  

11 Municipal Fibre Network       5 000 000  

12 Paternoster Water Reservoir – to 3 ML       4 999 996  

13 Bulk Supply Water Network Improvements       4 000 000  

14 Replacement Water Meters       4 000 000  

15 Langebaan Sport Ground: Develop New Sport Grounds       3 656 632  

16 Laingville Upgrade Sludge Treatment       3 500 000  

17 Streetlights Langebaan Oostewal Street       3 300 004  

18 Annual Software License Renewals       3 122 984  

19 Water Pressure and Demand Management        3 000 000  

20 Diaz Phase 2 559 Houses Electrification       3 000 000  

 
TOTAL 

R 227 263 560  
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Speaker, it is important for me to note that most of the above-mentioned projects are basic 

service delivery that MUST be completed against the backdrop of residential and industry 

growth.  You will further note that the list of capital projects above amount to R227 million, 

but contains almost no “catalytic” economic development infrastructure projects.  That 

means we do not have capital projects that will be catalytic in nature, i.e. growing the 

economy in a sustainable way.  That proves my point that we have very little capital in the 

budget to create a catalytic growth orientated economy.  Until we grow the economy through 

catalytic infrastructure capital projects and creating a bigger revenue base through increased 

rates, our cost for service delivery increases and our revenue base flattens out – the “death 

trap” in practice. 

  

CAPITAL BUDGET FUNDING SOURCES 

 

Speaker, the capital budget of R329 million for 2018/19 is funded from the sources as 

indicated in the graph below.  In short:   

 

The biggest funding source is the internally generated fund (CRR) amounting to R277 million, 

which represents 84% of the total capital budget.  Secondly, government grants amount to 

R43 million which represents 13% of the total capital budget, and thirdly, external loans 

amounting to R6 million, which represents 2% of the total capital budget.   
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TARIFF INCREASES 

 

Speaker, when we determine the rates and tariff increases for a particular year, there are 

many factors to consider, such as the estimated inflation rate, certain cost elements that 

increases at a rate higher than inflation, employee related cost, fuel increases, the repayment 

of new loans entered into, just to name a few. 

 

Speaker, we have considered the economic circumstances of our community when we 

determined the rates and tariffs for the 2018/19 year.  The water crisis unfortunately forced 

us to increase our water tariffs with 21%.  We did take certain cost containment measures 

into account in compiling the 2018/19 budget. 

 

National Treasury in their Circular No 91, dated 7 March 2018, indicated that the estimated 

consumer price inflation for the 2018/19 financial year is 5.3%.   Based on this information, 

Capital Replacement 
Reserve; R277 m

External loans; 
R6 m

Grants - National 
Government; R21 m

Grants - Provincial 
Government; R22 m

Donations; R3 m

FIGURE 3:  CAPITAL BUDGET FUNDING SOURCES
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current payment percentages and other service delivery factors, we have determined the 

following tariff increases for 2018/19 to ensure a balanced and cash funded budget.   

 

In the 2018/19 financial year electricity tariffs will increase with 6.84%, water tariffs, as 

mentioned, will increase with 21%, property rates will increase with 6.5%, refuse removal will 

increase with 10%, sanitation will increase with 10%, and our sundry tariffs will increase with 

20%. 

 

FINANCIAL SUPPORT TO INDIGENT HOUSEHOLDS 

 

Speaker, the Saldanha Bay Municipality provides free basic services to poor households as a 

means of poverty alleviation.  This provides relief to households who are unable to pay, or 

struggle to pay for their basic services.  The indigent subsidy is available to households with 

an income base below the threshold of R4 300, who will receive a 100% subsidy.  

 

Further relief will be provided to households with an income between R4 300 and R5 350, 

who will receive a subsidy of 70%.  

 

These consumers should apply to be registered as an indigent household in the indigent 

register in order to obtain this benefit.   

 

Indigent households will in 2018/19 receive 50 units of electricity per month free, 6 kilolitres 

of water per month free, free refuse removal and free sanitation based on a developed erf 

size of 250m². 

 

In respect of property rates, all owners with properties with a value less than R185 000 is 

exempt from paying property rates.   
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Relief is also provided to public benefit organisations by subsidising 75% of the monthly 

service account. 

 

Child headed households are furthermore subsidised in the same manner as a 100% qualifying 

indigent household. 

     

Also, all pensioners are entitled to a rebate on property rates on a sliding scale. The detail of 

this can be found in our tariff book. 

 

Speaker, we have also amended our indigent policy, effective from 1 July 2018, in an attempt 

to lessen the administrative burden, both on the municipality and on the indigent households.  

We have created a permanent indigent category where qualifying indigent households will no 

longer be required to apply annually for their indigent subsidy. 

 

CONCLUSION 

 

In conclusion, some words of thanks are in order. 

 

I thank the members of our community and organisations that made inputs into our IDP and 

budgeting processes. 

 

I thank the Western Cape Provincial Treasury that made inputs in our budget process. 

 

Councillors, especially the Ward Councillors, as well as the members of the Mayoral 

Committee, need a special mention and I sincerely express my gratitude to them. 

 

I also thank the members of the Ward Committees for their contributions.  

 

Thank you also to the Municipal Manager for his inputs. 
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I also give a word of thanks to the CFO and his team for all the hard work that they have put 

in over the last months during the budget preparation process.  

 

Lastly, Honourable Speaker and Councillors, the budget we are considering today provides 

the resources required to realise our vision, mission, strategic objectives and “game changer” 

initiatives. This budget will provide a firm stepping stone for us to achieve the high standards 

that we aim for during our term of office.  

 

I thank you. 

 

Councillor Marius Koen 

EXECUTIVE MAYOR     


