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PART 1:  DRAFT ANNUAL BUDGET 

Purpose of Tabling of the Draft Annual Budget for the Financial Year 2020/2021 

 

The purpose of this report is to submit the Draft Annual Budget for 2020/2021 to Council in line 

with the provisions of the Municipal Finance Management Act section 24(1) that stipulate that the 

municipal council must at least 30 days before the start of the budget year consider approval of 

the annual budget. 

1.1. Mayor’s Report (To be inserted) 
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1.2. Council Resolutions and Items 

 

PURPOSE 

 

To place before the Municipal Council of the Dr Kenneth Kaunda District Municipality the 2020/21-

2022/23 draft annual budget for tabling.  

 

BACKGROUND 

 

Municipal Finance Management Act, No.56 of 2003 (MFMA), section 16 reads as follows: 

“16. Annual Budgets 

 

(1) The Council of the municipality must for each financial year approve an annual budget 

for the municipality before the start of that financial year (at least 30 days before the 

start of the budgeted financial year – (May 2020). 

(2) In order for the municipality to comply with subsection (1), the mayor of the municipality 

must table the Draft Annual Budget at a Council meeting at least 90 days before the 

start of the budget year. (31 March 2020). 

 

 

THEREFORE RECOMMENDED: 

 

 

1. That the draft annual budget 2020/2021 revenue funding of R204 806 000.00 in terms of the 

MBRR A Schedule is tabled before council. 

 

2. That the draft annual budget 2020/2021 total operating expenditure of R201 891 805.80 in 

terms of the MBRR A Schedule is tabled before council. 

 

3. That the draft annual budget 2020/2021 is funded with R2 914194.18 surplus. 

 

4. That the budget 2020/2021 capital expenditure of R3 910 000.00 in terms of the MBRR A 

Schedule is tabled before council. 
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5. That the additional capital budget allocation estimated at THIRTY MILLION (R30 million) from 

the current year’s savings and accumulated surplus will be directed towards capital budget. 

The Municipal manager will be mandated to engage with the locals to assess what could 

possibly be contributed to local projects as contained on their respective Integrated 

Development Plan. 

 

6. Approval of the budget policies as amended (Policies will be workshopped before the final 

annual budget will be approved). 

 

7. That the draft annual budget of the Dr Kenneth Kaunda District Municipality be tabled before 

council and submitted to the relevant stakeholders. 

 

8. That the measurable performance objectives (IDP) for the 2020/2021 and for each year of the 

medium-term framework be tabled before council. 

 

9. That the Draft Procurement plan be approved with the Final Annual budget for 2020/2021 

financial year. 

1.3. Executive Summary 
 

The application of sound financial management principles for the compilation of the Municipality’s 

financial plan is essential and critical to ensure that the Municipality remains financially viable and 

that municipal services are provided sustainably, economically and equitably to all communities. 

 

National Treasury’s MFMA Circulars No. 28, 42, 51, 54, 55, 58, 59, 66, 67, 70, 71, 72, 74, 75, 78, 

79, 85, 86, 89, 91,93, 94 and budget related regulation no 32141 of 17 April 2009 and Chapter 4, 

7 etc. of the MFMA were used to guide the compilation of the 2020/21 MTREF. 

 

The following table is a consolidated overview of the proposed 2020/21 Medium-term Revenue 

and Expenditure Framework: 

 

  2018/19   2020/21 Medium Term Revenue & Expenditure Framework 

DESCRIPTIO
N 

Audited Outcome 
Adjusted Budget 

2019/20 
Budget Year 

2020/21 
Budget Year +1 

2021/22 
Budget Year +2 

2022/23 

Total 
Operating 
Revenue 

-190 430 -202 756 -204 808 -210 189 -216 488 

Total 
Operating 

Expenditure 

171 736 198 572 201 892 208 303 215 826 
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(Surplus)/defici
t for the year 

-18 694 -4 184 -2 914 -1 886 -662 

Total Capital 
Expenditure 

3 290 3 878 3 910 755 585 

TOTAL 
BUDGET 

175 026 202 450 205 802 209 058 216 411 

 
 

● The proposed operating revenue has grown by 1% or R2 Million for the 2020/21 financial 

year when compared to the 2019/20 Adjustments Budget.  For the two outer years, 

operational revenue will increase by 2.6 % and 2.9% respectively.   

 

● The proposed operating expenditure for the 2020/21 financial year has been appropriated 

at R201.8 Million and translates into a budgeted surplus of R2.9 million. When compared 

to the 2019/20 Adjustments Budget, operational expenditure has grown by 1.6 per cent in 

the 2020/21 budget and by 3.1% and 3.5% for each of the respective outer years of the 

MTREF.  

 

● The operating surplus for the 2020/21 is at R2.9 million these surpluses will be used to 

fund capital expenditure and to further ensure cash backing of reserves and funds. 

 

● The proposed capital budget of R3.9 Million for 2020/21 is 0.82% more when compared 

to the 2019/20 Adjustment Budget. The increase is due to various IT Equipment’s 

budgeted for in the current budget. The capital programme decreased to R755 thousand 

in the 2021/22 financial year and 2022/23 also decreased to R585 thousand. The capital 

budget is funded from internally generated funds. 

 

● Operating Grants and Subsidies are as per Division of Revenue Act (Gazetted 2020). 

● Interest on investment was calculated based on Current Interest rates taking Inflation into 

account. 

● Other income consists of tender deposit, refund from insurance and skills levy from SETA, 

licenses of health certificates. 

 

The Draft annual budget for 2020/21 budget year is to give effect to Dr Kenneth Kaunda District 

Municipality`s service delivery priorities and objectives, thereby fulfilling the needs as depicted in 

the Integrated Development Plan (IDP). 

The allocation on Transfers and subsidies as depicted in the summary totals is made up of District 

Economic Development and Office of the Executive Mayor. 
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It is against this background that financial and technical support to Small Medium and Micro 

Enterprises and Cooperatives is an integral part of the Dr Kenneth Kaunda District Municipality`s 

Local Economic Development strategy. The District is therefore supporting community-based 

initiatives through conditional grants for viable business plans. This will support a meaningful 

District Economic Development initiative that foster micro and small business opportunities and 

job creation. 

 

The objectives of DED the grants funding is to bring in new category of entrepreneurs presently 

constrained by limited access to funding, to broaden access through new funding, flexible 

instruments and leverage with selected partners thus providing the tools with which to share in 

the growing South African economy, to introduce flexibility in services delivery and accommodate 

the special circumstances of women owned and run enterprises both as regards funding range 

and type of facility offered. 

 

Every year the Office of the Executive Mayor awards study bursaries to deserving Students within 

the Dr Kenneth Kaunda District Municipality for social contribution. 

 

There is a portion allocated for Special projects in the Office of the Executive Mayor for other 

community projects which deals with challenges such as children, elderly, youth, women and war 

on poverty. 

 

The main challenges experienced during the compilation of the 2020/21 MTREF can be 

summarised as follows:  

 

● The continued negative effect of the economic downturn due to the outbreak of COVID-

19. 

● The dependency on grants available for funding; operating grants and subsidies makes it 

difficult to contribute towards capital budget. 

● The ongoing difficulties in the national and local economy due the persistent high 

unemployed remains one of the country’s pressing challenges.  

●  A provision for contribution to the capital replacement reserve (CRR) in the operating 

budget has been made in order to grow our reserve. 

● The need to reprioritise projects and expenditure within the limited existing resource 

envelope  

● Wage increases for municipal staff that continue to exceed consumer inflation, as well as 

the need to fill critical vacancies 
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1.4. Annual Budget Tables (Parent Municipality) 

 (Table A1 Budget Summary) 
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MBRR Table A1 - Budget Summary  

Table A1 is a budget summary and provides a concise overview of the District budget from all of 

the major financial perspectives (operating, capital expenditure, financial position, cash flow, and 

MFMA funding compliance).   

The table provides an overview of the amounts approved by Council for operating Performance, 

resources deployed to capital expenditure, financial position, cash and funding Compliance, 

Position and Cash Flow Budgets, along with the Capital Budget. The Budget Summary provides 

the key information in this regard:  

• The operating surplus/deficit (after Total Expenditure) is positive over the MTREF 

• Capital expenditure is balanced by capital funding sources, of which  

• Transfers recognised is reflected on the Financial Performance Budget; 

• Operating surplus and accumulated cash-backed surpluses from previous years.   

The amount is incorporated in the Net cash from investing on the Cash Flow Budget.  The fact 

that the municipality’s cash flow remains positive, and is improving indicates that the necessary 

cash resources are available to fund the Capital Budget.  

The Cash backing/surplus reconciliation shows that there are long term obligations which are not 

cash backed in a single budget year but over multiple years. 

Council has taken a deliberate decision to ensure adequate Cash-backing for all material 

obligations in accordance with the adopted Funding and Reserves Policy.  This cannot be 

achieved in one financial year.  It is anticipated that the goal of having all obligations cash-backed 

will be achieved when a small surplus is reflected due to most contracts ceasing.  

Compliance with section 18 of the MFMA is assumed because a surplus would directly indicate 

that the annual budget is appropriately funded and considering the requirements of section 18 of 

the MFMA, it can be concluded that the adopted 2020/21 MTREF was funded. 

As part of the budgeting and planning guidelines that informed the compilation of the 2020/21 

MTREF the end objective of the medium-term framework was to ensure the budget is funded 

aligned to section 18 of the MFMA. 
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Table A2 - Budgeted Financial Performance (revenue and expenditure by Functional 
standard classification)  
 

 

MBRR Table A2 - Budgeted Financial Performance (revenue and expenditure by Functional 
standard classification)  

 

Table A2 is a view of the budgeted financial performance in relation to revenue and  

Expenditure per functional standard classification. The modified functional standard classification 

divides the municipal services into 15 functional areas. Municipal revenue, operating expenditure 
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and capital expenditure are then classified in terms if each of these functional areas which enables 

the National Treasury to compile „whole of government‟ reports.  

 

Note the Total Revenue on this table includes capital revenues (Transfers recognised –Capital) 

and so does not balance to the operating revenue shown on Table A4.  

. 

Other functions that show a deficit between revenue and expenditure are being financed from 

operational grants and other revenue sources reflected under the Budget and treasury.  

Table A3 - Budgeted Financial Performance (revenue and expenditure by municipal vote) 

 

MBRR Table A3 - Budgeted Financial Performance (revenue and 
Expenditure by municipal vote) 

 

Table A3 is a view of the budgeted financial performance in relation to the revenue and 

Expenditure per municipal vote. This table facilitates the view of the budgeted operating 

Performance in relation to the organisational structure of the district.  This means it is not possible 

to present the operating surplus or deficit of a department or section as 90% of total revenue 

result from transfers from National treasury.  
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Table A4 - Budgeted Financial Performance (revenue and expenditure) 
 

 
 

MBRR Table A4 - Budgeted Financial Performance (revenue and expenditure) 
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Total operating revenue has significantly increased by R2 050 248 in the 2020/2021 financial year 

when compared to the 2019/20 Adjusted Budget.  

 

Total operating expenditure for the 2020/21 financial year has been estimated at R201.8 

Million which is an increase of R3 320 168.82 compared to 2019/20 Adjusted Budget.  

Transfers recognised – operating includes the local government equitable share and other 

operating grants.  It needs to be noted that in real terms of the grants receipts from national 

government are growing rapidly over the MTREF by 1.49 per cent 2020/21, 1.25 per cent in 

2021/22 and 4.28 per cent in 2022/23 budget year and the budget is primarily funded from grants 

receipts from National Treasury which forms a major portion of sources of revenue at 93, 8 per 

cent of the total Revenue. 

Table A5 - Budgeted Capital Expenditure by vote, standard classification and funding 
source 
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MBRR Table A5 - Budgeted Capital Expenditure by vote, standard classification and 

funding source 
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Table A5 is a breakdown of the capital budget in relation to capital expenditure by municipal vote 

(multi-year and single-year appropriations); capital expenditure by standard classification; and the 

funding sources necessary to fund the capital budget, including information on capital transfers 

from national and provincial departments.  

 

The Municipality has a Single-year capital expenditure which has been appropriated at R3 910 

Million for the 2020/21 financial year and decreases relatively over the MTREF at levels of R755 

thousand and R585 thousand respectively for the two outer years and the capital budget is funded 

from internally generated funds from budget year surpluses.  

 

 

Table A6 - Budgeted Financial Position 

 

MBRR Table A6 - Budgeted Financial Position 

Table A6 is consistent with international standards of good financial management practice, and 

improves understand ability for councillors and management of the impact of the budget on the 

statement of financial position (balance sheet). 
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This format of presenting the statement of financial position is aligned to GRAP1, which is 

generally aligned to the international version which presents Assets less Liabilities as “accounting” 

Community Wealth. The order of items within each group illustrates items in order of liquidity; i.e. 

assets readily converted to cash, or liabilities immediately required to be met from cash, appear 

first. 

The municipal equivalent of equity is Community Wealth/Equity.  The justification is that 

ownership and the net assets of the municipality belong to the community. 

Any movement on the Budgeted Financial Performance or the Capital Budget will inevitably 

impact on the Budgeted Financial Position. Municipality and subsequently inform the level of cash 

and cash equivalents at year end. Similarly, inform the budget appropriation for debt impairment 

which in turn would impact on the provision for bad debt.   

Table A7 - Budgeted Cash Flow Statement 

 

MBRR Table A7 - Budgeted Cash Flow Statement 

The budgeted cash flow statement is the first measurement in determining if the budget is funded. 
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It shows the expected level of cash in-flow versus cash out-flow that is likely to result from the 

implementation of the budget. 

As part of the 2020/21 Budget the unsustainable cash position had to be addressed as a matter 

of urgency and various interventions were implemented such as the reduction of expenditure 

allocations and rationalization of spending priorities. 

In addition, the interventions translated into a net cash position of R33 .4 Million for the 2020/21 

financial year and cash and cash equivalents totalled R37.9 Million at year end.  

The 2020/21 MTREF has been informed by the planning principle of ensuring adequate cash 

reserves over the medium-term. 

 

Table A8 - Cash Backed Reserves/Accumulated Surplus Reconciliation 

 

MBRR Table A8 - Cash Backed Reserves/Accumulated Surplus Reconciliation 

The cash backed reserves/accumulated surplus reconciliation is aligned to the requirements of 

MFMA Circular 42 – Funding a Municipal Budget. 

In essence the table evaluates the funding levels of the budget by firstly forecasting the cash and 

investments at year end and secondly reconciling the available funding to the 

liabilities/commitments that exist. 
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The outcome of this exercise would either be a surplus or deficit. A deficit would indicate that the 

applications exceed the cash and investments available and would be indicative of non-

compliance with the MFMA requirements that the municipality’s budget must be “funded”. 

The Cash backing/surplus reconciliation shows that there is long term obligations which are not cash backed in a single 

budget year but over multiple years. 

 

Council has taken a deliberate decision to ensure adequate Cash-backing for all material obligations in accordance with 

the adopted Funding and Reserves Policy.  This cannot be achieved in one financial year.  It is 

anticipated that the goal of having all obligations cash-backed will be achieved when a small 

surplus is reflected due to most contracts ceasing 

 

Compliance with section 18 of the MFMA is assumed because a surplus would directly indicate 

that the annual budget is appropriately funded and considering the requirements of section 18 of 

the MFMA, it can be concluded that the adopted 2020/21 MTREF was funded. 

As part of the budgeting and planning guidelines that informed the compilation of the 2020/21 

MTREF the end objective of the medium-term framework was to ensure the budget is funded 

aligned to section 18 of the MFMA. 

As can be seen the budget has been modeled to progressively since 2018/19 to a surplus by 

2020/21. 
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Table A9 - Asset Management 
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MBRR Table A9 - Asset Management 

Table A9 provides an overview of municipal capital allocations to building new assets and the 

renewal of existing assets, as well as spending on maintenance of equipment by asset class. 

The District Municipality maintenance of equipment has increased compared to 2019/20 adjusted 

budget. Included in the repairs and maintenance of the municipality is, maintenance that needs 

to be done on municipal buildings, furniture, office equipment, machinery and other equipment. 

Repairs and Maintenance amounts to R2.6 million for 2020/21.  
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Table A10 - Basic Service Delivery Measurement 

 

MBRR Table A9 - Basic Service Delivery Measurement 

Table A10 provides an overview of service delivery levels, including backlogs (below minimum 

service level), for each of the main services. 
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PART 2:  SUPPORTING DOCUMENTATION 

2.1. Overview of the annual budget process 

 
Section 21 – Budget Preparation Process 

 

▪ The schedule of key deadlines (IDP/PMS & Budget process Plan) was tabled and published 

in August 2019. 

▪ The 2020/21 Draft Budget will be tabled together with the review of the IDP in council. 

▪ The Final Budget will be tabled and approved by council not later than 31st of May 2020. 

 

OUTCOMES OF CONSULTATIVE PROCESS 

 

● After Council’s approval of the adjustment budget on 27 March 2020, the following 

consultation processes and Meetings in terms of section 23 of the MFMA were held with 

identified stakeholders on the contents of the budget as well as on measurable performance 

indicators for the 2020/ 21 budget year: 

 

▪ IDP / Budget Strategic Session 

▪ Budget Committee working sessions – HOD’s / Unit Managers 

▪ Submission of the Draft IDP and Budget to Council (to be submitted to a special council 

meeting scheduled for May 2020)  

▪ Advertisement on a local newspaper once approved in council 

▪ National Treasury and other sector departments as prescribed by section 23 of the 

MFMA. 

 

● As a further enhancement to this, quarterly service targets and monthly financial targets are 

contained in the Service Delivery and Budget Implementation Plan (SDBIP). This must be 

approved by the Mayor within 28 days after the approval of the final budget and forms the 

basis for the Municipality’s in year monitoring.  

● The District developmental model was launched during the 2019/20 financial year and 

Technical IGR forum meetings were resuscitated. The forum played a very important role for 

the alignment of three spheres of government’s objectives, National, Provincial and Local 

government. The IDPs of three local and of the district are in fact the product of the 

collaboration of the Dr KKDM with the sector departments and the locals. 



25 
 

2.2.1. Schedule of Key deadline 
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2.2. Overview of alignment of annual Budget with IDP 

 

DC40 Dr Kenneth Kaunda - Supporting Table SA4 Reconciliation of IDP strategic 

objectives and budget (revenue) 
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2.3. Measurable performance objectives and indicators 

 
DC40 Dr Kenneth Kaunda - Supporting Table SA5 Reconciliation of IDP strategic objectives and 
budget (operating expenditure) 
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REVENUE BY MAJOR SOURCE 

 
 

 

 
 
 
 
 

SOURCE OF FUNDING AS A PERCENTAGE (%) 
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REVENUE BY MINOR SOURCE 
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REVENUE BY MUNICIPAL VOTE 
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REVENUE BY STANDARD CLASSIFICATION  
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OPERATING EXPENDITURE BY MAJOR TYPE 

 
 

 

 

 

OPERATING EXPENDITURE BY MINOR TYPE 
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OPERATING EXPENDITURE BY MUNICIPAL VOTE 
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OPERATING EXPENDITURE BY STANDARD CLASSIFICATION 
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CAPITAL EXPENDITURE BY VOTE AND FUNCTIONAL CLASSIFICATION  

 

The capital needs of the municipality consist of Computer equipment, Software, office furniture 

and equipment for the new and existing staff members. 

 

The following GRAPH provides a breakdown of budgeted capital expenditure by vote: 

 

 

 

 

 

 

 

 

 

 

 



38 
 

 

2.4. Overview of Budget Related Policies 

 
Amongst other policies the below listed budget related policies will be work shopped to the elected 

councilors of Dr Kenneth Kaunda District Municipality before the approval of the final budget for 

2020/21 MTREF. 

 

1) Draft Budget and Virement policy 

 

Purpose and objective of the policy 

The purpose of this policy is to comply with Circular 14, 15, 19, 28,51 of the MFMA as well as 

Chapter 4 of the MFMA by providing a concise, easy to use document that provides a brief 

overview of the budget process and budgeting principles by constructing guidelines against which 

to measure outcomes, to ensure that the municipal budget and budget process will enhance 

transparency, accountability and effective financial management. This policy`s objective serves 

to give guidance and compliance with applicable Act and Regulations, facilitation of internal 

operations with regard to municipal budget management. 

 

2) Draft Subsistence and |Travelling Allowance Policy 

 

Purpose and objective of the policy 

 

The purpose of this policy is to comply with Circular 14, 15, 19, 28,51 of the MFMA as well as Chapter 

4 of the MFMA by providing a concise, easy to use document that provides a brief overview 

of the budget process and budgeting principles by constructing guidelines against which to 

measure outcomes, to ensure that the municipal budget and budget process will enhance 

transparency, accountability and effective financial management. This policy`s objective 

serves to give guidance and compliance with applicable Act and Regulations, facilitation of 

internal operations with regard to municipal budget management. 

 

3) Cash Management Policy 

 

Introduction   

Availability of cash is one of the key requirements for financial sustainability for any organisation.  

Accumulated surplus is not an indicator of available cash and should not be seen as having a 

direct correlation with surplus cash.  

One of the first and most important issues that must be borne in mind is that financial statements 

of municipalities are compiled on the accrual basis (GRAP / GAAP accounting standards used as 

basis of compilation) and not on the cash basis as Provincial and National Government.  In the 

past the accrual basis was used, but fund accounting was applied and not GRAP.  This change 

in accounting basis led to the accumulation of larger than expected accounting surpluses with 

little or no relation to cash reserves.   
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Cash Management will include all amounts disclosed on the financial statements on the following 

line items:  

3.1.1 Investments (Long Term and Short Term)  

3.1.2 Cash and Cash Equivalents  

  

3.2. Determination of minimum cash levels to retain: Part 1: Encumbered Cash  

3.2.1 Unspent Conditional Grants  

Any grants received from the National or Provincial Government that have not been spent by the 

reporting date should be set aside in cash and not utilised for purposes other than the intended 

purpose as per the conditions of the grant.   

3.2.2 Developers Contributions  

Any amounts received as development contributions that have not been spent by the reporting 

date should be set aside in cash and not utilised for purposes other than capital infrastructure 

improvements.  There is no requirement to spend the contributions received on the development 

where the contributions originated from but must be utilised for the creation of additional 

infrastructure capacity.   

3.2.3 Capital Replacement Reserve  

Funds set aside for the Capital Replacement Reserve must be held in cash and only utilised for 

the acquisition of capital assets in accordance with the approved capital budget of Council.  

3.2.4 Unspent Loan Funding  

Any borrowed funds that have not been spent by the reporting date should be set aside in cash 

and not utilised for purposes other than the intended purpose as per the loan agreements.    

3.2.5 Deposits held  

Consumer deposits are amount paid by customers, to be withheld by the municipality from the 

opening of an account till termination. The deposits will be refunded on termination provided the 

customer does not owe the municipality on municipal accounts. Consumer deposits must be cash-

backed.   

3.2.6 Retentions held  

Retention in contracts are amounts be held as a set off in the event the contractor does honouring 

the contract in regards to defects. Normally retention is held for the cost of rectification of defects 

during the construction period and for the cost of rectification of defects during the defects liability 

period, usually 12 months after the date of practical completion. The retentions held are thus not 

available for purposes other than releasing the funds to the contractor at the end of the defects 

period and should be held in cash and not utilised for other purposes. This is included in the 

creditors part of the Working Capital Cash Provision.   
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3. 3 Determination of minimum cash levels to retain: Part 2: Balance Sheet Provisions and 

Reserves  

The Accounting Policy of the Municipality contains the following sections relating to provisions: A 

provision is recognised when the economic entity has a present obligation (legal or constructive) 

as a result of a past event and it is probable (i.e. more likely than not) that an outflow of resources 

embodying economic benefits or service potential will be required to settle the obligation and a 

reliable estimate can be made of the amount of the obligation.  

The economic entity does not recognise a contingent liability or contingent asset. A contingent 

liability is disclosed unless the possibility of an outflow of resources embodying economic benefits 

is remote.   

Provisions are reviewed annually and those estimated to be settled within the next twelve months 

are treated as current liabilities. All other provisions are treated as long term liabilities.  

 

4) Supply Chain Management Policy 

 

OBJECTIVES OF THIS POLICY  

4.1 The objectives of this policy are to implement the legislative provisions relating to the 

supply chain management of the Municipality, that:  

4.1.1 gives effect to:  

4.1.2 section 

4.1.3  217 of the Constitution; and  

4.1.4 Part 1 of Chapter 11 and other applicable provisions of the MFMA;  

4.2. is fair, equitable, transparent, competitive and cost effective; 

 

4.3.  complies with:  

4.3.1. the regulatory framework prescribed in Chapter 2 of the SCMR; and  

4.3.2. any minimum norms and standards that may be prescribed by means 

of regulations or guidelines as envisaged by the provisions of section 

168 of the MFMA; 

4.4.  is consistent with other applicable legislation;  

4.5. does not undermine the objective for uniformity in Supply Chain Management 

Systems between organs of state in all spheres; and  

4.6. is consistent with national economic policy concerning the promotion of investments 

and doing business with the public sector.  

4.7. The Municipality may not act otherwise than in accordance with this Supply Chain 

Management Policy when:  

4.7.1. procuring goods and/or services;  

4.7.2. disposing of goods no longer needed 
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4.7.3. selecting contractors to provide assistance in the provision of municipal 

services otherwise than in circumstances where Chapter 8 of the MSA 

applies; or  

4.7.4. In the case of the Municipality selecting external mechanisms referred 

to in section 80(1)(b) of the MSA for the provision of municipal services 

in circumstances contemplated in section 83 of that Act 

To assure the creation of an environment where business can be conducted with integrity and in 

a fair, reasonable and accountable manner, this policy will ensure that the Municipal Manager 

and all officials of the Municipality involved in supply chain management activities must act with 

integrity, accountability, transparency and with the highest of ethical standards and free of 

favouritism, nepotism and corruption of any kind.  The officials of the Municipality involved in 

supply chain management activities must adhere to the code of ethical standards contained in 

the policy. 

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

 

2.5. Overview of Budget Assumptions 
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● The 2020/21 Draft Annual budget has been prepared in accordance with Municipal Budget 

and Reporting Regulations of 2009 and the guidelines as set out in MFMA Municipal budget 

circular for the 2020/21 MTREF - Circular 99 of 09 March 2020. 

 

● National Treasury has set out the requirements for funding the budget and producing a 

credible budget. Attention was given to Section 18(1) of the MFMA, which states that an 

annual budget may only be funded from:  

 

▪ Realistically anticipated revenues to be collected; 

▪ Cash-backed accumulated funds from previous years‟ surpluses not  

▪ committed for other purposes; and  

▪ Borrowed funds, but only for the capital budget referred to in section 17(2).  

 

● Achievement of this requirement in totality effectively means that a Council has “balanced‟ its 

budget by ensuring that budgeted outflows will be offset by a combination of planned inflows. 

● The Municipalities must adopt a conservative approach when projecting their expected 

revenue and cash receipts as well as pay particular attention to managing of revenue 

effectively and carefully, evaluate all spending. 

 

● The 2020/21 to 2022/23 calculations were based on Consumer Price Index of 4.5% 2020/21, 

4.6% 2021/22 and 4.6% 2022/23 published on the MFMA Circular no. 99. 

 

Fiscal Year  2019 2020 2021 2022 

  Estimate Forecast 

CPI Inflation 4.1% 4.5% 4.6% 4.6% 

 

● The Upper Limit Remuneration, Allowances and benefits of members of municipal council for 

2020/2021 budget year is provided on inflation related rate and as per Remuneration of Public 

Office Bearers Act, as published by the Minister of Local Government from time to time for the 

determination of upper limits of salaries, allowances and benefits of different members of 

municipal councils, Councillors Salaries. 

 

● Employee related costs takes in to consideration The South African Local Government 

Bargaining Council Salary and Wage Collective Agreement. 
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● Other operating expenditure has been provided at increase as per the current inflation    

estimated targets of 4.5%, previous financial year performance and needs analysis and capital 

expenditure has been provided for at zero based budgeting and as per the needs analysis. 

The budget provided for were based on the departmental inputs in line with their IDP 

objectives of each department.  

 

● In terms of the Municipal Budget and Reporting Regulations, operational repairs and 

maintenance is not considered a direct expenditure driver but an outcome of certain other 

expenditures.  

 

● Repairs and maintenance do not have the same impact as in the case of local municipalities. 

The provision made on the budgeted is sufficient to cover Repairs and Maintenance 

● The 2020/21 budget will pay particular attention to reducing line items that are not critical to 

service delivery to reinforce cost containment measures which were approved by Council. 

Municipality has started to implement the cost containment measures on consultancy fees, 

travel and related costs, advertising, catering, events costs and accommodation.  

 

 

2.6. Overview of Budget Funding 

 

Operating Revenue Framework 

 

The following table is a summary of the 2020/21 MTREF (classified by main revenue source): 

 

Summary of revenue classified by main revenue source 

 

Revenue generated from Health certificates forms a significant percentage of the 

Revenue basket for the district.  Health certificates comprises of 0.2% of the total revenue mix as 

depicted below in the 2020/21 financial year. 

 

More than 90% of revenue results from equitable share. 
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The following table is a summary of the 2020/21 MTREF (classified by main revenue source): 

 

 

Summary of revenue classified by main revenue source 

 

 
 

Operating Expenditure Framework  

 

The following table is a high-level summary of the 2020/21 budget and MTREF (classified per 

main type of operating expenditure).   
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The budgeted allocation for employee related costs for the 2020/21 financial year totals R112.8 

million, which equals 55.9 per cent of the total operating expenditure amounting to R201.8 

million excluding Capital expenditure of R3.9 million.     

The cost associated with the remuneration of councillors is determined by the Minister of 

Cooperative Governance and Traditional Affairs in accordance with the Remuneration of Public 

Office Bearers Act, 1998 (Act 20 of 1998).  The most recent proclamation in this regard has 

been taken into account in compiling the District budget. 

Other materials comprise of amongst others the purchase of fuel, diesel, materials for 

Maintenance, cleaning materials and chemicals.  

Other expenditure comprises of various line items relating to the daily operations of the 

municipality. This group of expenditure has also been identified as an area in which cost 

savings can be achieved.  
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2.7. Expenditure on Allocations and Grants Programme  

 

 

 

 

 

 

 

 



47 
 

2.8. Allocations or Grants made by the Municipality 
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2.9. Disclosure on Salaries, Allowance and Benefits (SA22) 

 
 

Supporting table is in respect of the disclosure of salaries, allowances and benefits is attached 

below 

 

Councillors 

On a yearly basis the Minister of Local Provincial Government set the upper limit on determination 

of councillor’s allowances. The provision made on the 2020/21 financial year amounting to R13.1 

million. is adequate for allowances and salaries for councillors. Cost of living (inflation) annual 

increase. The payment of allowances to councillors for 2020/21 will be made using the upper limit 

gazette available during payment of such allowances.  

 

Senior Officials and Municipal Staff  

The total budget for 2020/2021 employee related cost amounts R112.8 million. 
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2.10. Monthly Targets for Revenue, Expenditure and Cash Flow (SA25-30) 

 

Tables are attached that present the monthly projection on cash inflow and outflow. No bridging 

overdraft will be required 

 
DC40 Dr Kenneth Kaunda - Supporting Table SA25 Budgeted monthly revenue and 
expenditure 
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DC40 Dr Kenneth Kaunda - Supporting Table SA26 Budgeted monthly revenue and 
expenditure (municipal vote) 
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DC40 Dr Kenneth Kaunda - Supporting Table SA27 Budgeted monthly revenue and 
expenditure (functional classification) 
 

 
DC40 Dr Kenneth Kaunda - Supporting Table SA28 Budgeted monthly capital expenditure 
(municipal vote) 
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DC40 Dr Kenneth Kaunda - Supporting Table SA29 Budgeted monthly capital expenditure 
(functional classification) 
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DC40 Dr Kenneth Kaunda - Supporting Table SA30 Budgeted monthly cash flow 
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2.11. Annual budgets and SDBIP’s – internal departments 

 

Introduction 

The purpose of this document is to present the Service Delivery and Delivery and Budget 

Implementation Plan (SDBIP) of the Dr Kenneth Kaunda District Municipality for 2020/21 Financial 

Year. The development, implementation, and monitoring of a Service Delivery and Delivery and 

Budget Implementation Plan is a requirement for of the Municipal Finance Management Act 

(MFMA) No 56 of 2003. 

The SDBIP is a detailed one year plan of the municipality that gives effect to the IDP and budget 

of the municipality. The SDBIP is a management plan for implementing the IDP through the 

approval budget. It is an expression of the objective of the municipality, in quantifiable outcomes 

that will be implemented for the financial year. It includes the service delivery targets for each 

quarter and facilitates oversight over financial and non-financial performance of the municipality. 

The 2020/21 SDBIP will not only ensure appropriate monitoring in the Execution of the 

municipality budget and processes involved in the allocation of budget to achieve key strategic 

objectives as set in the municipality’s Integrated Development Plan (IDP), but will also serve as 

the kernel of annual performance contract for senior management and provide a foundation for 

the overall annual and quarterly organisational performance for the 2020/21 Financial Year. 

The SDBIP also assist the Executive, Council and the community in their respective oversight 

responsibilities since it serves as an implementation and monitoring tool.  

Legislative framework 

Section 1 of the MFMA defines the SDBIP as a detailed plan approved by the mayor of a 

municipality in terms of section 53(1) (c)(ii) for implementing the municipality’s delivery of service 

and its annual budget and which must indicate: 

a)  Projections for each month of:-  

I. Revenue to be collected, by source and  

II. Operational and capital expenditure by vote  

b)  Service delivery targets and performance indicators for each quarter and  

c) Any other matter that may prescribed and includes any revision of such plan by the mayor 

in terms of section 54(1) (c) 

 

The MFMA requires that municipalities develop a Service Delivery and Budget Implementation 

Plan as a strategic financial management tool to ensure that budgetary decision that are adopted 

by municipalities for the financial year are aligned with their Integrated Development Plan 

Strategy. In terms of section 53(1) (c)(ii) of the MFMA, the SDBIP must be approved by the mayor 

of a municipality within 28 days of the approval of the budget 

Components of the SDBIP  

● Monthly Projections of Expenditure and Revenue for each vote 



56 
 

● Quarterly projections of Service Delivery targets and Performance Indicators 

 

Monthly Projections of Expenditure and Revenue for each Vote 

 

The monthly projection of revenue and expenditure per vote relate to the cash paid and reconciles 

with the cash statement adopted with the budget. The focus under this component is a monthly 

projections per vote in addition to projection by source. When reviewing budget projections 

against actuals, it is useful to consider revenue and expenditure per vote in order to gain more 

complete picture of budget projections against actuals. 

 

Quarterly Projections of Service Delivery Targets and Performance Indicators for each vote   

 

This component of the SDBIP requires non- financial measurable performance objectives in the 

form of service delivery targets and other indicators of performance. The focus is on outputs rather 

than inputs. Service delivery targets relates to the level and standard of service being provided to 

the community and include the addressing of backlogs in basic services. The approach 

encouraged by NT’s MFMA circular No. 13 is the utilisation of scorecards to monitor service 

delivery. 

 

Detailed Capital Budget over Three Years  

Information detailing infrastructural projects containing project description and anticipated capital 

costs over three year period. A summary of capital project per the IDP will be made available on 

Council website. 

SDBIP Cycle 

The SDBIP Process comprises the following stages, which forms part of a cycle. 

Planning: 

During this phase the SDBIP Process plan is developed to be tabled with the IDP Process plan. 

SDBIP related processes e.g. Management meetings, strategic Planning working session. 

Strategizing:  

During this phase the IDP is reviewed and subsequent SDBIP programmes and projects for the 

next 5 years based on local, provincial and national issues, previous year’s performance and 

current economic and demographic trends etc. 

 

Tabling: 

The SDBIP is tabled with the draft IDP and budget before Council. Consultation with the 

community and stakeholders of the IDP on the SDBIP is done through budget hearings and formal 

local, provincial and national inputs or responses are also considered in developing the final 

document. 

 

Adoption: 

The Mayor approves the SDBIP no later than 28 days after the adoption of the Municipality’s 

budget. 
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Publishing: 

 

The adopted SDBIP is made public and is published on Council’s website. 

 

Implementation, Monitoring and Reporting: 

 

SDBIP projects are implemented and quarterly reporting takes place. Mid-year reporting is done 

to asses performance on the SDBIP, the document is amended, where applicable and adopted 

by Council. 
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2.12. Municipal Manager’s quality certificate 

 

I Shirly Mabedi Lesupi, municipal manager of Dr Kenneth Kaunda District Municipality 

(DC40), hereby certify that the Draft Annual Budget and supporting documentation for 2020/21 

have been prepared in accordance with the Municipal Finance Management Act and the 

regulations made under the Act, and that the annual budget and supporting documents are 

consistent with the Integrated Development Plan of the municipality.  

 

Print Name  : Shirley Mabedi Lesupi 

Municipal manager : Dr Kenneth Kaunda District Municipality (DC40) 

Signature  : _________________ 

Date    : __________________ 

 

 

 

 

 

 

 


