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PART 1:  ANNUAL BUDGET 

 

 

1. Section 1:  Mayor’s budget speech 

 

The Mayor’s budget speech for the 2019/20 Medium Term Budget and 

Expenditure Framework (MTREF) will be submitted to Council on 30 May 

2019. 

  

 

2. Section 2:  Resolutions 

 

It is recommended –  

 

1. That Council approves the tabled annual budget of the municipality for the 

financial year 2019/20 and the two outer years 2020/21 and 2021/22 as 

per Annexure A (Budget schedules A1 to A10 and SA1 to SA 37), 

Annexure B (capital budget per department and per funding source) and 

Annexure C (capital budget per ward); 

 

2. That Council approves the tabled property rates and tariffs as contained in 

Annexure D for the 2019/20 budget year; 

 

3. That Council approves the electricity tariffs as included in Annexure D that 

has to be approved by NERSA; 

 

4. That Council takes note of the sensitivity analysis of the proposed rates 

and tariff increases for consumers as per Annexure E; 

 

5. That Council takes note of MFMA Budget Circular 94 attached as 

Annexure F;  

 

6. That Council takes note of the quality certificate signed by the Municipal 

Manager as per Annexure G; 

 

7. That Council approves the budget related policies attached in Annexure 

H;  

  

8. That the tabled service standards attached as Annexure I be approved; 
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9. That Council take note of the sector department projects of the Western 

Cape Provincial Government in Saldanha Bay municipality for the 3 year 

2019/20 MTEF, attached as Annexure J; 

 

10. That Council take note of the list of projects funded from external loans, 

attached as Annexure K; 

 

11. That council considers the individual projects more than R 50 million, 

including the sources of funding to give effect to section 19 (1)(a), (b), and 

(d) and of the Municipal Finance Management Act and Regulation 13 of 

the Municipal Budget and Report Regulations as set out in Annexure L; 

 

12. That council considered and approves the projected costs covering all 

financial years until the projects are operational as well as future 

operational costs and revenues on projects as included in Annexure L to 

give effect to sections 19(2) of the Municipal Finance Management Act; 

 

13. That the 2019/20 MTREF Procurement Plan per Annexure M be 

approved; 

 

14. That Council takes note that version 6.3 of the mSCOA classification 

framework was used to prepare the budget; 

 

15. That Council take note of the public input as received on the draft budget 

including management’s response included and attached as Annexure N; 

 

16.  That Council takes note of the LGMTEC comments received from 
Provincial Treasury as well as management’s response included in the 
report attached as Annexure O; 
 

17. That the domestic pre-paid monthly capacity fee for 40 Ampere and 60 

Ampere connections be phased-in, and that the charge for 2019/20 be R75 

for 40 Ampere and R100 for 60 Ampere (Vat exclusive) respectively;  

 

18. That conventional electricity meters be phased-out, starting from 1 July 

2019, for all new electricity meter installations.  
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3. Section 3:  Executive summary 

 

3.1 Introduction 

 

Reflecting back on the last year, the headline stories were the VBS bank 

scandal, the Zimbabwe elections, the American mid-term elections, the 

Zondo commission revelations on state capture, the new wave of ESKOM 

blackouts, the rescue of the 12-boy soccer team and their coach from the 

cave in Thailand, the announcement that Kim Jong Un that North Korea will 

denuclearize, the devastation of Hurricane Maria that left Puerto Rico without 

electricity for 11 months, to name a few. 

 

The 2018 rain reason in the Western Cape was probably the highlight of all.  

After the lowest dam levels in the Western Cape for decades, the heavens 

opened.  On 23 April 2018 the average dam levels in the Western Cape was 

20%.  Nearly 6 months later, on 8 October 2018, it was 76%.  It was nothing 

less than a miracle. 

 

The impact of the high ESKOM increases is filtered through to the budget of 

Saldanha Bay municipality.  Every South African citizen is affected with the 

poor decisions and corruption that took place over many years at ESKOM.    

If the National Fiscus did not announce financial support over the next 3 years 

to ESKOM, the increase might have been much more. Although the 

municipality wants to keep rates and tariffs as low as possible for 2019/20, 

electricity does carry the highest weighting in the basket of services provided.  

 

 

3.2 2019/20 National budget 

 

The message of the Minister of Finance, Mr. Tito Mboweni in his national budget 

speech on 20 February 2019 was optimistic, yet realistic to the political and 

economic challenges facing South Arica.   He started his budget speech, quoting 

from Zechariah 8:12, and closed with Psalm 23:4 and Isaiah 55:12.  In summary 

he said that the National Government is expecting Revenue of R1 584 billion, 

Expenditure of R1 827 billion, and a budget deficit of R243 billion.  The deficit 

will be 4.5% of GDP in 2019/20, but it is expected to narrow to 4% by 2022.   

   

Most notably, Minister Mboweni reminded everyone: 

“Thuma Mina. Pay your municipal bills on time” 
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The 2019/20 National Government budget will be built on six fundamental 

prescripts: 

 

i. Achieving a higher rate of economic growth 

 

Real GDP growth in 2019 will rise to 1.5%, and then strengthen moderately to 

2.1% in 2021.   

 

ii. Increasing tax collections 

 

The tax revenue shortfall amounts to R42.8 billion. A new SARS commissioner 

will be appointed soon to deal with the current problems.  Other improvements 

at the SARS will be the re-introduction of an illicit economy unit and the 

strengthening of its IT systems.  

 

iii. Reasonable, affordable expenditure 

 

Base line expenditure will be reduced by a total of R50.3 billion over the medium 

term.  Half of this will come from a reduced wage bill and R12.8 billion will from 

reducing spending on specific programmes. 

 

iv. Stabilising and reducing debt 

 

During 2019/20 the interest cost will be R209 billion.  It is foreseen that gross 

national debt will stabilize at about 60% of GDP in 2023/24.  

 

v. Reconfiguring state-owned enterprises 

 

The President, in his State of the Nation Address, announced that ESKOM will 

be subdivided into three independent components.  National Government will be 

setting aside R23 billion a year to financially support ESKOM during this 

reconfiguration. 

 

vi. Managing the public sector wage bill 

 

The wage bill will be reduced with R27 billion over the next 3 years, mostly 

though a voluntary early retirement programme.  

 

3.3 2019/20 Western Cape Provincial budget 

 



 

9 

 

The Premier of the Western Cape, in her last State of the Province Address 

on 15 February 2019, highlighted the successes in the Western Cape since 

2009.  These relates to jobs and unemployment, commerce, investment 

attraction, land reform and youth development. 

 

The Western Cape Minister for Finance delivered his budget speech on 5 

March 2019.  The Western Cape Provincial Government, will over the next 3 

years invest R626 million in the Saldanha Bay municipal area (see graph 

below).  A list of these projects is included in Annexure J.      

 

 
Figure 1:  Western Cape sector investment in Saldanha Bay municipality 

 
 

3.4 2019/20 Saldanha Bay Municipal budget 

 

The second review of the fourth generation Integrated Development Plan 

(IDP) is also considered by Council on 28 March 2019 and is included in a 

separate agenda item.   

 

A high-level summary of the 2019/20 MTREF budget is provided in the table 

below: 
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Table 1: High level summary of 2019/20 MTREF

 
 

3.5 Municipal Regulations on a Standard Chart of Accounts (mSCOA) 

 

The municipality has prepared its budget and A schedules on version 6.3 of 

the mSCOA classification framework. 

 

The 2019/20 MREF is the third mSCOA budget that the municipality has 

prepared. 

 

 

3.6 2018/19 Electricity tariffs restructuring  

 

The municipality has restructured its electricity tariffs during the 2018/19 

financial year.  A fixed monthly capacity charge, inter alia, was included in 

the tariff.  In the same token, the kWh unit price was reduced to compensate 

for the newly fixed charge.  However, pre-paid consumers in July 2018, 

having seen a fixed monthly fee for the first time on their municipal account, 

submitted complaints to the municipality.  Council then, on 3 August 2018, 

decided to suspend the pre-paid electricity capacity charge for the 40 Ampere 

and 60 Ampere connections. 

 

As part of the council resolutions of 3 August 2018, a special task team was 

established to analyse the electricity tariffs and to made further presentations 

to council.  Public meetings were held with the public in October 2018 to 

obtain their input. 
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After considering the inputs from the public, Council, in November 2018 

decided not to reintroduce the tariff for the 2018/19 financial year. 

 

During the 2019/20 budget preparation process, in February 2019, formal 

inputs were presented to the budget steering committee to consider the fixed 

monthly capacity charge for 40 Ampere and 60 Ampere pre-paid electricity 

consumers.  Two scenarios were presented, either to: 

- Charge the monthly fixed capacity charge; or 

- Increase the kWh unit price. 

 

The budget steering committee believed that it is in the best interest of the 

permanent residents of the municipal area if the municipality charges a fixed 

fee.  If the kWh unit price is increased, it will mostly be to the benefit of the 

non-permanent residents, such as holiday house property owners.  As more 

than 50% of the cost to deliver the service is fixed in nature, it also logically 

follows that a fixed charge should be levied to consumers. 

 

In this report, it is proposed to Council to phase-in the monthly fixed capacity 

charge for pre-paid consumers with 40 Ampere and 60 Ampere connections.   

 

For the 2019/20, it is proposed that the monthly capacity charge will be R75 for 

40 Ampere and R100 for 60 Ampere as illustrated in the table below. 

 
Table 2:  Financial illustration of phase-in of capacity charge 

 

 

 

 

 

 

 

 

 

3.7 Phase-out of conventional electricity meter installation 

 

Saldanha bay municipality currently has 25 131 electricity consumers.  73% 

of these consumers have pre-paid meters.  The municipality should consider 

to phase-out the installation of conventional meters, and only allow pre-paid 

meters in future.  This is relevant to new installations only. Current 

     Current 

monthly 

tariff 

R 

Proposed 

phased-in 

tariff 

R 

Difference 

40 Ampere        190           75         115  

60 Ampere        285            100   185 
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conventional electricity consumers may however convert at their own 

discretion.  

 

The current profile of conventional versus pre-paid is provided in the table 

below. 

 
Table 3:  Profile of conventional vs pre-paid electricity meters 

 

 

 

 

3.8 Electricity tariffs – NERSA approval 

 

NERSA has published its Municipal Tariff Guideline increase document on 

29 March 2019, which is used to determine the municipal tariff increases to 

consumers.  The municipality used  a rate increase of 13.07% based on the 

Municipal Tariff Guideline. 

 

NERSA must also still consider and approve the tariffs of the municipality 

before the commencement of the new financial year. 

 

 

3.9 Operating budget 

 

A summary of the operating budget is provided in the table below. 

 
 

  

     Commercial Households Other Total % 

Conventional              1 363              5 070         404          6 837  27% 

Prepaid                     399             17 895         18 294  73% 

                  1 762             22 965         404        25 131   
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Table 4:  Operating budget 
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The main contributors to the operating revenue and operating expenditure of 

the 2019/20 financial year are as indicated in the two graphs below.  

 
Figure 2:  Operating Revenue budget 

 

 
 

 
Figure 3:  Operating Expenditure budget 
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3.10 Budgeted operating deficit 

 

The budgeted (deficit)/ surplus for the 3 year 2019/20 MTREF period is       

(R26 million), R23 million and (R23 million) respectively.  The municipality is 

budgeting for a deficit as the depreciation charge is not fully cashed-back.   

 

3.11 Capital budget - Infrastructure projects 

 

National Treasury has urged municipality to prioritize spending on 

infrastructure.  The summary per category of infrastructure projects over the 

MTREF is listed in the table below.     

 

Infrastructure projects comprise 77% of the total capital budget in 2019/20, 

85% in 2020/21 and 85% in 2021/22.   

 
Table 5:  Infrastructure projects as % of total capital budget 
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3.12 Repairs and maintenance expenditure 

 

Repairs and maintenance expenditure budget for 2019/20, 2020/21 and 

2021/22 is R70 million, R73 million and R77 million respectively (see table 

below).   

 

Under the mSCOA classification framework this expenditure is classified 

under the project segment only. 

 

The amounts reflected as repairs and maintenance only represents materials 

and contracted services.  No labour and vehicle cost incurred by the 

municipality is currently allocated to repairs and maintenance due to the 

absence of a proper costing system.  The real repairs and maintenance is 

therefore higher than the amount reflected in the budget documents.  

 
Table 6:  Repairs and maintenance expenditure 

  

  

3.13 Rates and tariffs 

 

The proposed 2019/20 rates and tariff increase percentages has been 

provided in the table below.  For comparability the years’ increases are also 

provided.   
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Table 7:  Rates and tariffs for 2019/20 

 

 2015/16 2016/17 2017/18 2018/19 2019/20 

Property rates 6.5% 5% 6.5% 6.5% 6.2% 

Electricity 12.2% 7.64% 1.88% 6.84% 13.07% 

Water – consumption 8% 6% 7% 21% 5.8%1 

Water – basic and availability 

charges  

8% 6% 7% 80% 5.2% 

Refuse 12% 12% 8% 10% 5.2% 

Sewage 8% 7% 7% 10% 15% 

Sundry tariffs 8% 6% 10% 20% 5.2% 

 

See section 10.2 for rates and tariffs increases for the two outer years of 

2020/21 and 2021/22. 

 

 
3.14 Explanation for tariff increases above 5.2% 

 

MFMA Circular 94, attached as Annexure F, requires that all increases more 

than the inflation target of 5.2% for 2019/20 must be explained and justified.   

 

i. Property rates increases with 6.2%.  
 
Property rates are used by the municipality to provide basic services and to 
perform its functions as set out in schedules 4B and 5B of the Constitution of 
the Republic of South Africa, 1996.  This includes installing and maintaining 
of streets, roads, sidewalks, storm drainage, building regulations, provision 
of local sport facilities, parks, recreational facilities and cemeteries to name a 
few.  The cost to perform these services will increase above the inflation 
target of 5.2%. 
 

ii. The explanation for the Electricity increase is provided in section 3.8.  
See also footnote below.  

 
iii. Water increase on average with 5.8%.  Refer to the sensitivity analysis 

provided in Annexure E.  
 

iv. Refuse increases with 5.2%  

                                                 

1The budgeted increase in water revenue is 5.8%.  The water tariffs have been restructured to align it with 
a 10% increment between the various water restriction levels.   
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v. Sewage will increase with 15%.  
A tariff increase of 15% for 2019/20 and 10% for the two outer years is 
required to move towards full cost recovery to deliver the service.  In 
comparison with other municipalities, Saldanha Bay municipality’s tariff is 
low, hence the operating deficit.     

 
vi. Sundry tariffs will increase with 5.2%.   

 

 

3.15 Financial support provided to indigent households 

 

Saldanha Bay Municipality provides free basic services to poor households 

as a means of poverty alleviation.  This support is to households who are 

unable to pay, or struggle to pay for their basic services.  

 

Households with an income base below a determined threshold of R4 600 

(previously R4 300), will receive a 100% subsidy.  Further relief is provided 

to households with an income between R4 601 and R6 000 (previously         

R5 350), who will receive a subsidy of 70%.  

 

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

defined in the Indigent policy of Council and will be included in the indigent 

register to obtain this benefit.   

 

Indigent households will in 2019/20 receive free electricity (50 electricity units 

per month), water (6 kilolitres per month), free refuse removal and free 

sanitation based on a developed erf size of 250m². 

 

In respect of property rates, the first R185 000 value of the residential 

properties of indigents are exempted.  

 

Support 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. 
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3.16 Financial support provided to pensioners 

 

A special rebate on property rates is provided to pensioners based on their 

monthly income levels, which has been adjusted with approximately 5.2% 

from the previous year, which is indicated in the table below: 

 
Table 8:  Financial support provided to pensioners 

 

Monthly 

income range 

Rebate 

percentage 

R                  0     R      10,000  100% 

 R          10,001   R      15,000  70% 

  R           15,001   R      20,000  50% 

 

 

3.17 Summary of material amendments made to the tabled budget after the 

consolation process 

 

A notice to inform the public of the tabled budget as well as to invite written 
submissions or representations to the municipality on the draft budget was 
published in the Weslander of 28 March 2019 as well as on the municipal 
website.  
 
The notice was placed in the newspaper for three consecutive weeks. 
 
Seventeen public consultation meetings were held in towns from 8 April to 17 
April 2019.  
 
Four written representations as well as the minutes of the public meetings 
attached in Annexure “N” have been received. The input as well as the 
minutes of the  public meetings was considered by the Mayor, Council and 
management at a budget workshop that took place on 13 May 2019.  
 
All the responses to the inputs received are provided in the Annexure.   
 
The LGMTEC assessment received from Provincial Treasury is attached as 
Annexure “O”. 
 
The following omissions and errors have been detected and had to be 
rectified: 
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Table 9: Amendment of Capital budget 

 

 
 

 

Table 10: Amendment of Operating budget 
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3.18 Conclusion 

 

The main focus of the 2019/20 budget was the affordability of municipal 

services and the impact that it has on our consumers.  Despite the high 

ESKOM increase, the objective of the municipality was to keep services and 

property rates as low as possible.  We are, as always, to consider the poor.   

 

For the poor will never cease from the land; therefore I command you, saying, 

‘You shall open your hand wide to your brother, to your poor and your needy, in 

your land.’ (Deuteronomy 11:14 NKJV) 
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4. Section 4:  Other important information  

 

 

4.1 Vision, mission, strategic objectives and game changer obsessions 

 

4.1.1 Vision 

 

The strategic intent of Council is to enhance municipal service delivery and 

growth.  The vision of Council is depicted in the figure below. 

 

Figure 4:  Vision of the Council 

 

 

 

SMART is an acronym for the following aspects to give guidance to the 

formulation of Council’s objectives: 

 

- Superior service – The rendering of service which exceed normal 

expectation. 

- Mandate – The effective and efficient execution of Council’s mandate. 

- Achievable – The setting of objectives which are realistically achievable. 

- Responsive – The setting of objectives that respond to the needs of the 

public. 

- Team – The promotion of a consolidated approach to address the 

challenges. 
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4.1.2 Mission 

 

The mission statement below has been adopted by the Council to guide the 

actions of the Municipality, spell out its overall goal, provide a path, and guide 

decision-making. It serves to provide the framework or context within which 

the Council’s strategies are formulated. 

 

Saldanha Bay municipality is a caring institution that excels through: 

 

- Accelerated economic growth 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 

 

 

4.1.3 Strategic objectives 

 

The Council has 10 strategic objectives to give effect to the vision and mission 

for the municipality and are based on the 5 game changer “obsessions” of 

Council.  Whilst the mission statement provides direction for the municipality, 

the strategic objectives provide a way to measure progress toward realizing 

the ideals set by Council in the mission statement. 

 

The 10 strategic objectives are: 

 

1. To diversify the economic base of the municipality through 

industrialization, de-regulation, investment facilitation, tourism 

development whilst at the same time nurturing traditional economic 

sectors; 

2. To facilitate an integrated transport system; 

3. To provide and maintain superior decentralized consumer services 

(Water, sanitation, roads, storm water, waste management and 

electricity); 

4. To develop socially integrated, safe and healthy communities; 

5. To maintain and expand basic infrastructure for economic 

development and growth;  

6. To be an innovative municipality through technology, best practices 

and caring culture;  
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7. To be a transparent, responsive and sustainable decentralised 

administration; 

8. To ensure an effective communication system. (Media, newsletter, 

marketing, IT, talking to clients, participation, internet);  

9. To embrace a nurturing culture amongst our team members to gain 

trust from the community; and 

10. To ensure compliance as prescribed by relevant legislation.  

 

 

4.1.4 Municipal Strategic focus areas 

 

The Council also has 5 specific focus areas for achieving the vision and 

mission set out for the municipality: 

 

1. Economic Development and Growth;  

2. Customer Care;  

3. Technology and Innovation;  

4. Cleanliness; and  

5. Youth.  

 

These focus areas serve as the foundation and framework on which the 

municipality will be able to realise its vision, help to drive National and 

Provincial Government’s agenda, expand and enhance its infrastructure, and 

ensure that all residents have access to the essential services they require. 

 

 

4.2 Cost containment measures 

 

Draft Municipal Cost Containment Regulation was gazetted on 16 February 

2018.  We are awaiting the approval thereof and the effective date of 

implementation.  In preparing its 2019/20 budget, the municipality has 

considered certain cost saving measures. 

 

 

4.3 Auditor General – audit outcomes 

 

Whilst the audit outcome of a municipality is not necessary a reflection on the 

service delivery performance of the municipality, or its financial performance, 

it does have a positive effect on the sentiment of the public, creditors and 

bank in terms of the commitment of the municipality to clean administration. 
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The audit outcomes history since 2013/14 are provided below: 

 
Table 11:  Auditor-General audit outcomes 

 

Year Outcome 

2017/18 Unqualified with findings 

2016/17 Unqualified with no findings (clean) 

2015/16 Unqualified with no findings (clean) 

2014/15 Unqualified with no findings (clean) 

2013/14 Unqualified with findings 

 

 

4.4 Saldanha Bay Industrial Development Zone (SBIDZ) 

 

The Saldanha Bay Industrial Development Zone Licencing Company SOC Ltd 

(SBIDZ) is a Schedule 3D Provincial Government Business Enterprise that was 

created to promote new areas of economic growth and development to fulfil the 

vision of the National Development Plan.  

 

The SBIDZ targets upstream oil, gas and marine repair, fabrication, logistics and 

related services. It operates as a Free Port (Customs Controlled Area), offering 

streamlined customs processes and bespoke facilities and services to its tenants 

and operators. 

 

Over the last year, the SBIDZ have strengthened their strategic and operational 

partnerships with the municipality, Transnet National Ports Authority (TNPA) and 

the Western Cape Provincial Government. 

 

The municipality has established the “Whole of Society Approach” (WOSA) in 

2018 that seeks to institutionalise and embed a collaborative effort to improve 

integrated service delivery within Saldanha Bay Municipal area.  The SBIDZ is 

an important stakeholder of WOSA and has adopted this approach through an 

innovative socio-economic cooperative agreement with the municipality. 

 

Specific socio-economic projects of the SBIDZ include the Revitalisation of the 

West Coast Business Development Centre and the development of a Strategic 

Economic and Financial budgetary framework that will provide strategic 

economic input into the Municipal Integrated Development Plan. 
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In response to the socio-economic context, it has established a new unit focusing 

on development programmes. The overarching goal of the Development 

Programmes unit is to maximize local economic development and 

empowerment, through increased participation and beneficiation of citizens and 

businesses. The three central pillars of its focus are Skills Development, 

Enterprise Development and Contractor Development from opportunities that 

emerge from the global Oil and Gas Service, Marine Fabrication and Repair 

industries. The unit aims to ready the workforce and business community 

appropriately to deliver world-class services to the global maritime industry. 

Strategic partners include the relevant SETA’s, Operations Khulisa, a strategic 

provincial initiative of Department of Economic Development and Tourism 

(DEDAT) and the Department of Trade and Industry (dti.) and Grow-Net, an 

integrated enterpriser and supplier development approach, developed in 

partnership between dti and DEDAT.  This has created a platform whereby local 

business can access opportunities in an efficient and sustainable manner. 

 

The SBIDZ has established a robust and growing tenant pipeline, with eight 

signed leases with an investment size of R3 billion in sectors including Vessel 

Fabrication, Aluminium LPG Cylinder Manufacturing, Support Services, Vessel 

Servicing and Repair, Fuel Blending and Storage, Oil Recycling and Lubricant 

Blending.  Five of these tenants include international investors from the United 

Kingdom, Europe, the Middle East and Africa, with the rest being local South 

African companies.  A further five leases with an investment size of R656 million 

in sectors including HVAC Pipe Manufacturing (Oil & Gas, Marine), Equipment 

Servicing and Repair, Supporting Logistics, Offshore data centre (Bespoke for 

Oil & Gas), LPG Gas Cylinder Maintenance and Distribution, Oil and Gas 

Equipment Fabrication (Africa market) are in advanced negotiations.  

 

The SBIDZ land-based infrastructure is well underway. The infrastructure 

development is focused on the provision of the relevant external and internal 

bulk services to enhance the SBIDZ’s value provision. Current infrastructure 

projects underway are the Access and Ease of Doing Business Complex and 

continued installation of internal engineering services on the port land.  

 

Through Project Phakisa, and the SBIDZ’s partnership with TNPA, a common 

vision is shared to develop an Oil and Gas and Marine Repair and Fabrication 

Complex on land within the Port of Saldanha Bay. In 2018, Transnet appointed 

Saldehco, a privately owned South African company as an operator to build and 

operate South Africa’s first offshore supply base (OSSB) to service offshore 

operations for both the oil and gas industry and the marine industry. 
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Regarding the two other port infrastructure development projects; namely Berth 

205, (a dedicated deep water quay access to accommodate rigs and vessel 

repair) and Mossgas Jetty, (a dedicated shallow water access to accommodate 

the vessel building industry and shallow rigs), Transnet is in the process of 

appointing a transactional advisory team to prepare the Request for Proposals 

(RFP) which will be released to be market by October 2019.   

 

The partnership with TNPA includes the conclusion of the TNPA-SBIDZ 15-year 

lease agreement of TNPA owned port land (35 hectares). Lease negotiations 

are in process to secure an additional 40 hectares of port land for further planned 

development. 

 

 

4.5 Long term financial plan 

 

Council has approved a 10 year long term financial plan on 26 May 2016 for 

the period 1 July 2016 – 30 June 2026.   

 

The Western Cape Provincial Government, in November 2017 and March 

2018, appropriated grant funding for the review and compilation of a new 10 

year plan from 1 July 2020 onwards.   

 

The new long term financial plan will be submitted to Council in March 2020 

for consideration and public input. 

 

 

5. Section 5:  Annual budget tables 

 

The following budget tables have been completed and are attached as 

Annexure A: 

 

- Table A1 – Budget Summary; 

- Table A2 – Budgeted Financial Performance (Revenue and Expenditure 

by standard classification); 

- Table A3 – Budgeted Financial Performance (Revenue and Expenditure 

by Municipal Vote); 

- Table A4 – Budgeted Financial Performance (Revenue by Source and 

Expenditure by type); 

- Table A5 – Budgeted Capital Expenditure by Vote, standard 

classification and funding; 
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- Table A6 – Budgeted Financial Position;  

- Table A7 – Budgeted Cash Flows; 

- Table A8 – Cash Backed reserves / accumulated surplus reconciliation;  

- Table A9 – Asset Management; and 

- Table A10 - Basic service delivery measurement. 

 

The supporting schedules SA1 to SA 38 are also included as part of 

Annexure A. 
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PART 2:  SUPPORTING DOCUMENTATION 
 

6. Section 6:  Overview of annual budget process 

 

The overview of the 2019/20 Budget and IDP process is provided in the table 
below. 
 
Table 12:  Overview of annual budget process 

 

 

 

7. Section 7:  Overview of the alignment of the annual budget 

with the IDP 

 

The IDP serves as a guideline to the municipality for the correct budget and 

resource allocations in ensuring that it meets the needs of its residents.  It is 

also an integrated inter-governmental system of planning which requires the 

involvement of all three spheres of government.  Some contributions have to 

be made by provincial and national government to assist municipal planning 

and therefore government has created a range of policies and strategies to 

Budget and IDP timetable approved by Council 24 July 2018 

IDP public participation process 13 August 2018 -    

23 August 2018 

Budget steering committee meetings 6 November 2018 

26 November 2018 

4 December 2018 

4 February 2019 

18 February 2019 

Departments requested to budget in accordance with 

IDP needs  

20 August 2018 – 

February 2019 

Table Budget and IDP to Council 28 March 2019 

Advertise budget in the local newspaper 4 April 2019 

Public participation meetings 8 -18 April 2019  

Closing of comments and representations on the IDP 

and tabled budget  

25 April 2019 

LGMTEC engagement with Provincial Treasury 29 April 2019 

Workshop with Council on budget related policies and 

inputs received from the public 

13 May 2019 

Consideration of final budget approval by Council  30 May 2019 
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support and guide development and to ensure alignment between all spheres 

of government as stated by the section 24 of the Municipal Systems Act. 

This alignment has been summarised in the table below. 

 

The IDP drives the strategic development of SBM. The Municipality’s budget 

is influenced by the municipal strategic focus areas and strategic objectives 

identified in the IDP. The Service Delivery Budget Implementation Plan 

(SDBIP) ensures that the Municipality implements programmes and projects 

based on the IDP targets and associated budgets.  

 

The budget has been compiled in accordance with the municipality’s IDP 

document.  Also refer to tables SA3, SA4 and SA5 which is aligned with the 

strategic objectives and goals of the municipality. 

 
Table 13:  Municipal budget alignment  
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8. Section 8:  Measurable performance objectives and indicators 

 

This budget is indicative of our commitment to achieving the objectives of 

local government set out in the Constitution of the Republic of South Africa 

and to do so in an efficient, effective and sustainable manner.  These 

commitments are entrenched in our mission, vision and value statements and 

as such are reflected so in our budget and services delivery processes.   

 

The MTREF has been compiled in such a manner to ensure sustainable 

service delivery and to invest in infrastructure that will ensure growth over the 

medium term to long term.   

 

The measurable performance objectives are indicators included in the budget 

tables SA4 and SA7. 

 

 

9. Section 9:  Overview of budget related policies 

 

The proposed amendments to the budget related policies and the supply 

chain management policy are attached as Annexure H.   

 

 

10. Section 10:  Overview of budget assumptions 

 

The following assumptions were used in the preparation of the budget: 

 

10.1 General assumptions 

 

1. The average estimated CPIX that were used compiling the budget was 5.4% 

for 2019/20, 5.4% for 2019/20 and 5.4% for 2020/21 as guided by MFMA 

Circular 93.  MFMA Circular 94 indicating 5.2% for 2019/20 was only issued 

on 8 March 2019 after the capturing of the operating budget.  All expenditure 

types however do not increase with a similar percentage; 

 

2. Departments were required to budget in terms of general cost containment 

measures.  Directors and management must apply control over non-priority 

spending; 

 

3. A 3-year Salary and Wage Collective Agreement was implemented from 1 

July 2018. In terms of the tri-party collective agreement reached at the South 
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African Local Government Bargaining Council, employment costs is based 

on an estimated CPIX of 5.4% plus 1.5% (that is 6.9%), plus the normal notch 

increases of approximately 1.1%, totalling an 8% budgeted increase.  The 

two outer years was also budgeted at 8%. 

 

4. The EPWP grant was based on the DORA allocation of R 2.502 million for 

2019/20; 

 

5. An increase of 5.6% was provided for the bulk water purchases tariff; 

 

6. An increase of 13.81% was provided for the bulk electricity purchases; 

 

7. An amount of R 50 million for 2019/20, and R50 million for the two outer years 

is budgeted as a contribution to the CRR over the MTREF; and 

 

8. The external loans to be taken up to fund the capital budget will be as follows: 

- 2019/20: R 54 029 996 new proposed external loan for various projects, 

plus roll-overs of R 2 473 593 from 2018/19; 

- 2020/21: R 51 180 000 new proposed external loan for various projects; 

- 2021/22: R 60 150 000 new proposed external loan for various projects. 

 

 

10.2 Revenue and tariff increase assumptions 

 

1. Grants allocation has been included as follows in this budget: 

 

- National Grants: In accordance with Division of Revenue Bill; 

- Provincial Grants: In accordance with the Provincial Gazette; 

- Roll-over of R 2773 451 from Transnet donation; 

- SETA grant of 530 000 escalated with inflation for outer years. 

 

2. The following principles and tariff increases, based on the cost reflectiveness 

of the tariffs are proposed: 

 

- CPIX and affordability by community considered, but cost reflective; 

- Indigent free basic services are financed from the Equitable share; 

- Electricity = 13.07% (with a free 50 kWh per month to indigent households).  

An 8% increase for the two outer years has been budgeted for; 

- Water = 5.7% revenue increase from level 2 water restriction tariffs (with 6 

kilolitres, plus the basic levy for water free to indigent households).  A 5.4% 
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increase for the two outer years has been budgeted for.  Water basic and 

availability fees to increase with 5.2%;  

- Refuse = 5.2% to ensure cost reflective tariffs (with four free refuse 

removals per month free for indigent households).  A 5.4% increase for the 

two outer years has been budgeted for; 

- Property rates = 6.2% (with property values less than R185 000 free for 

indigent households). A 5.4% increase for the two outer years has been 

budgeted for; 

- Sewerage = 15% (with free sewage based on a 250 m² erf size for indigent 

households).  To move towards cost reflective tariffs.  A 10% increase for 

the two outer years has been budgeted for;  

- Sundry tariffs = 5.2% - Rental of halls, building plan fees, etc.  A 5.4% 

increase for the two outer years has been budgeted for. 

 

 

11. Section 11:  Overview of budget funding 

 

The budget must be funded from actual revenue to be collected during the 

financial year and must be cost reflective.  The Operating budget is funded 

from Revenue as indicated in the relevant A schedules attached.   

 

The 3 year MTREF capital budget is R697 million.  The capital budget is 

funded from various sources of which the Capital Replacement Reserve is 

the biggest contributor.  The 2019/20 MTREF capital budget will deplete the 

Capital Replacement Reserve over the next three years.  It is estimated that 

the CRR’s balance will be only R17 million at the end of 2021/22. 

 

A summary of the capital budget funding sources is provided in the table and 

graph below: 

 
  



 

35 

 

Table 14:  Funding sources of the capital budget 

 

 
 

 

Figure 5:  Funding sources of the capital budget 
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11.1 Capital Replacement Reserve (CRR) 

 

The municipality has set aside cash to replace assets or to acquire new 

assets. Since the implementation of General Recognised Accounting 

Practices (GRAP), and the subsequent implementation of depreciation 

charges in local government the capital replacement reserve’s contributions 

is part of the depreciation charges.  With the unbundling of infrastructure 

assets when GRAP was initially implemented the value of Property Plant and 

Equipment increased substantially.   There is only one general ledger account 

for the CRR that include capital / development charges, proceeds from land 

sales and the “reserve” for the new municipal building. The status of the CRR 

is provided in the table below. 

 

 
Table 15:  Capital Replacement Reserve 

 

 
 

Over time the capital replacement reserve was maintained in a responsible 

manner allowing the municipality to acquire assets through this internal 

funding source and without too much reliance on external borrowings and 

grants.  When the capital budget was not spent in its entirety for a year, the 

funds were carried forward to complete the projects. 

 

The capital replacement reserve is depleted and in future capital expenditure 

funded from the capital replacement reserve is limited to the annual amount 

of cash backed depreciation, plus capital contributions received.    
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A history of the capital budget expenditure has been provided below as well 

as the budgeted estimates up to 2021/22.  It is estimated that at the end of 

this 13-year period the municipality would have invested R2.1 billion into 

capital projects.  

 

 
Table 16:  History of the capital budget versus actual expenditure 

 

 
 

 

11.2 Housing Development Fund 

 

The housing development fund is administered in terms of the Housing Act, 

Act 107 of 1997. This funding source is insignificant in its contribution to the 

capital budget. 
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11.3 External loans 

 

Provision is made in the two outer years of the 2019/20 MTREF for new loans 

of R165 million.  The table below provides for a reconciliation of new and 

historic loans.  The list of the projects funded from external loans is attached 

as Annexure K.   
 

Table 17:  Summary external loans 

 

 

 

12. Section 12:  Expenditure on allocations and grant 

programmes 

 

The total grants to be received for 2019/20 comprises R 136 million, and for 

the two outer years are R 188 million and R 148 million respectively.  The 

split between the various grants are listed below.  
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Table 18:  Grants allocations 

 

 

 
 

Excluded from the grants above, is the Provincial housing grant for the 

erection of top structures.  Because the municipality act as an agent, the 

accounting treatment of these grants requires that it not be treated as 
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Revenue.  It is allocated to a control account in the general ledger where the 

grant receipts are netted of against all expenditures made against this grant.  

It is for this reason that it was also not included in the operating budget as 

revenue or expenditure. 

 

The total grant that was allocated to the municipality over the MTREF is 

provided in the table below. 

 
Table 19:  Provincial housing grants 

 

 

 

  

13. Section 13:  Transfers and grants made by the municipality  

 

The total transfers and grants amount to R4.3 million in 2019/20, and R4.1 

million and R4.3 million over the two outer years.  See SA21 for a listing of 

these transfers and grants.   

 

 

14. Section 14:  Councillor allowances and employee benefits 

 

This is contained in supporting schedule table SA22 and SA23.  A summary 

of the employee related cost, excluding councillors’ salaries and allowances 

has been provided in the table below. 
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Table 20:  Employee cost percentages 

 
 

 

 

15. Section 15:  Monthly targets for revenue expenditure and cash 

flows 

 

This is contained in supporting schedule table SA25 and SA30 

 

 

16. Section 16:  Annual budgets and SDBIP 

 

The final service delivery and budget implementation plans (SDBIP) will be 

dealt with after the budget is finally approved to be submitted to the Mayor 

within 14 days after the approval of the budget and approved by the Mayor 

within 28 days after the approval of the budget.   
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17. Section 17:  Contracts having future budgetary implications  

 

It is required to disclose in the budget documentation any contracts that will 

impose financial obligations on the municipality beyond the three years 

covered by the 2019/20 MTREF.  The detail of this is included in supporting 

tables SA32 and SA33.  

 

 

18. Section 18:  Capital expenditure details 

 

The detailed capital budget per Ward is included in the budget documents as 

Annexure C. More detail on the Capital Budget is contained in Supporting 

tables SA34a; SA34b, SA34c; SA35; SA36.  

 

The capital budget for 2019/20 comprises R324 million, and for the two outer 

years are R195 million and R178 million respectively.  The summary of the 

capital budgets per Main Vote and per Town is listed in the tables and figures 

below.   

 
Table 21:  Capital budget per vote 
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Figure 6:  Capital budget per vote 

 

 

 

 
Table 22:  Capital budget per town 
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Figure 7:  Capital budget per town for the 3 year MTREF  

 

 

 

19.  Section 19:  Legislation compliance status 

 

All relevant legislations and regulations have been implemented.  The 

applicable legislation and circulars considered were: 

 

- Sections 15 – 33 of the MFMA; 

- MFMA circulars 10, 12, 13, 14, 19, 28, 31, 45, 48, 51, 54, 58, 59, 64, 

66, 67, 70, 72, 74, 75,78,79, 82, 85, 86, 89, 91, 93 and 94. 

- Municipal Budget and Reporting Regulations, 2009. 

- Municipal Regulations on Standard Chart of Accounts as per gazette 

notice no. 37577, 22 April 2014. 

 

The most recent MFMA Budget Circular no 94 is included in the budget 

documentation as Annexure F.   
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20.  Section 20:  Other supporting documents 

 

20.1 Service Level Standards 

 

In terms of MFMA circulars 72, 75, 78 and 79 the municipality must adopt 

service standards as it provides transparency in understanding performance 

indicators. Local government is mostly service delivery orientated and as 

such need to be clear on what the public can expect from the municipality as 

a service delivery standard. 

 

The service delivery standards set are attached as Annexure “I” and must 

to be approved by council.    

 

 


