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1. ABREVIATIONS

IDP
LTFP
MBRR
MEMA
MSA
MTREF
SBM

Integrated Development Plan

Long Term Financial Plan

Municipal Budget and Reporting Regulations
Municipal Finance Management Act No. 56 of 2003
Municipal Systems Act No. 32 of 2000

Medium Term Revenue and Expenditure Framework
Saldanha Bay Municipality

2. DEFINITIONS

“BSC” means Budget Steering Committee, a committee established in terms of
Regulation 4 of the MBRR.

“Long term” means a period of 10 years.

“Medium term” means a period of 3 years.

3. LEGISLATIVE REQUIREMENTS

3.1

3.2

3.3

3.4

Section 17(3)(e) of the MFMA requires that when an annual budget is tabled, it
must be accompanied by any proposed amendments to the budget-related
policies of the municipality.

Section 21(1)(a) of the MFMA requires that the mayor co-ordinate the
processes for preparing the annual budget and for reviewing the municipality’s
IDP and budget-related policies to ensure that the tabled budget and any
revisions of the IDP and budget-related policies are mutually consistent and
credible.

Section 21(1)(b)(iii) of the MFMA requires that the mayor must, inter alia, table
in the municipal council at least 10 months before the start of the budget year a
time schedule outlining key deadlines for amongst others, the annual review of
the budget-related policies.

Regulation 7(1) of the MBRR requires that the municipal manager of a
municipality must ensure that all the required budget-related policies or any
amendments to these policies is done in accordance with section 21(1)(b) of
the MFMA.
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5.1

Included in Regulation 7(1) of the MBRR is a list of required budget-related
policies and included in subsection (g) of the list is “a policy related to the long-
term financial plan”.

Section 26(h) of the MSA requires that an IDP must reflect a financial plan,
which must include a budget projection for at least the next three years.

. OBJECTIVES OF THE LONG-TERM FINANCIAL PLAN POLICY

To determine the methodology of long-term financial planning.

To determine what should be included in the LTFP.

To ensure that SBM remains financial sustainable.

To ensure that infrastructure development projects over the longer term are
informed by strategic long-term plans and financed in the most effective
manner.

To ensure an alignment with infrastructure master plans.

To ensure that the long-term financial plan is based on accurate financial
information and cash flow analysis.

To ensure that appropriate financial outcomes are considered.

To inform the municipality’s long-term financial strategy, borrowing strategy,
funding mix as an information statement to lenders and other stakeholders.

To ensure that funding sources for capital infrastructure are maintained.

To apply fair, equitable and cost reflective rates and tariff increases.

To continuously strive to improve the financial position.

To ensure that the budget adopted is from realistic anticipated revenue sources.
To budget for a surplus, or at least for a break-even position, or have a strategy
in plan if a deficit budget is approved by the council.

To provide a framework of how the operating surplus is re-invested into the
CRR.

To ensure full cost recovery for Electricity, Water, Sewage and Refuse services.

. BUDGET PRINCIPLES FOR THE 3 YEAR MTREF PERIOD

Before the preparation of the 3-year MTREF budget, a detailed report must be
presented to the Budget Steering Committee in October annually, that includes,
inter alia, the following:



5.1.1 The funding structure for the upcoming 3-year MTREF capital budget, including an
analysis of the borrowing requirements.

5.1.2 A calculation of the operational cost for the upcoming 3-year MTREF operating
budget.

5.1.3 A detailed segmental income and expenses statement of the major municipal
services.

5.1.4 The proposed rates and tariff increase for the upcoming 3-year MTREF budget.

6. ASSUMPTIONS TO CONSIDER WHEN COMPILING THE LTFP

6.1

6.2
6.3
6.4
6.5
6.6
6.7
6.8
6.9
6.10
6.11

External factors, such as socio-economic information that affects the citizens of
the municipal area, such as population, education, health, poverty and crime.
Inflation outlook.

Affordability of municipal rates and tariffs.

Interest rates for borrowing and investment of funds.

Ratio analysis.

Growth in the tax base of the municipality.

Growth in salary cost.

Demand for free or subsidised basic services.

Impact of national, provincial or local policies.

Sector plans and master plans.

Grant allocations of national and provincial government.

7. PERIOD OF THE LONG-TERM FINANCIAL PLAN

7.1

7.2

Once adopted by Council, the LTFP should be endeavored to be updated at
least every second year where possible.

The timeline of the LTFP should consists of 14 annual periods, comprising of
historical data (3 years), the current year, the MTREF period (3-year budget
period) and a 7-year forecast period.

8. ELEMENTS OF THE LONG-TERM FINANCIAL PLAN

8.1
8.2
8.3

Economic information.
Socio-economic information.
Economic scenarios.



8.4
8.5
8.6
8.7
8.8
8.9

Financial performance, financial position and cash flow information.
Capital projects.

Borrowing requirements.

Funding mix for capital projects.

Financial ratios.

Recommendations.



