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2. MAYORAL BUDGET SPEECH   
 

MAYOR’S BUDGET SPEECH, 29th MAY 2012 

Honourable Speaker;  

Members of the Executive Committee and Councillor’s; 

Traditional leaders; 

Business leaders; 

Political Parties; 

The Senior Officials; 

Rates Payers Association’s; 

Members of the Broader Public 

Introduction 

Honourable Speaker, the year 2012 marks important birthdays in our country. We owe 

the democracy we have today to the 100 years of selfless struggle by the people of 

South Africa in pursuit of freedom, democracy and unity. In learning from our forbearers, 

we must not take this freedom for granted and become complacent about the advances 

we have made in our quest for improving the lives of many communities. 

Honourable Speaker, allow me to quote just one paragraph from our community: “This 

is not something to keep quiet about, I have sleepless nights in my new home, I keep 

rolling and touching the walls, opening the doors to feel the reality, but guess what? It is 

real, today even if you don’t know my past, this is my future you made bright and you 

made me a proud mother, I will die in peace knowing that I have a home for my kids”. 

Our collective Vision is: 

A Better life for all through Service Delivery 

Our collective Mission to achieve our vision is: 

The Elias Motsoaledi Local Municipality is committed to: 

 Provide democratic and accountable government for local communities, 

 Ensure provision of services to communities in a sustainable manner, 

 Promote social and economic development, 

We will achieve this by: 



 Implementing a system on Integrated Development Planning based on priority 

needs of the community identified through community consultation processes, 

 Ensuring the effective performance of all service providers in the municipal area, 

 Supporting sustainable infrastructure development and maintenance, as well as 

service delivery, through a fair allocation of resources, 

 Promoting a safe and healthy environment, 

 Facilitating economic development and job creation. 

In our commitment to a promising future of a World Class African City that is resilient, 

sustainable and liveable, Honourable Speaker, the medium-term budget we present 

today gives effect to the programmes requested by our communities. 

We are making use of this opportunity to account to the institution and the society at 

large as to how we rolled out our budget to address the priorities we set for ourselves 

last financial year, as well as to commit ourselves to implement the new Budget and 

programme. The municipality continues to work hard in dealing with development 

challenges that appeared to be greater concern  with a view to strengthen confidence 

between the people and the Government through effective, efficient ,responsive, and 

accountable development  Local Government structures as per Outcome 9 of the 12 

outcomes of National Government.     

On local Government, we identified five focus areas as constituting our agenda of fast-

tracking the implementation of the turn – around strategy, in terms of which we seek to 

characterise a record of our performance as we commit to a programme of faster 

implementation. These are; 

 Basic Service delivery 

 Good Governance 

 Financial Viability 

 Municipal Transformation and Organisational Development 

 Local Economic Development  

Honourable Speaker, 

It has been said several times that Local Government is at the coal – faced of service 

delivery. It is here that the triple challenges of unemployment, poverty and inequality are 

located; it is here that the practical delivery programmes take place, be it by the District 

or Provincial Government Department or by private sector institutions. All programmes 

takes place at our local areas.  

It is the intention of this council to bring all stakeholders including our honourable 

traditional authorities in providing quality service to the community. We believe that if we 

work together as various actors in the field of cooperative Governance, share 

experience and respect each other’s mandate, we stand a chance to succeed up to a 



point where the people will say of our Municipality, My Municipality, --- My Service, and 

this include Honourable Speaker, the action of our political mandating structures. 

2012/13 integrated development plan and budget consultation and outreach 

process 

Honourable Speaker, in the Elias Motsoaledi Local Municipality, we recognize that 

development is not about the delivery of goods to passive citizens, but is about active 

involvement and growing empowerment of communities in the utilization of resources. 

A series of meetings were held in all wards with various stakeholders who included 

women’s groups, people with disabilities, the business sector, civil society and the 

youth. 

Honourable Speaker, we have received a number of submissions from communities 

and stakeholders and these have been factored into the final budget and revised IDP in 

line with the Elias Motsoaledi Local Municipality outcomes.  One of the important 

strategic inputs by the community was broadening of our revenue base as a tactic of 

reducing our tariff.  Therefore honourable Speaker we have broadened our revenue 

base through identification of farmers who were not paying rates on their properties and 

the Municipality managed to track them down through debt collection service providers.  

It is worth mentioning that billing for them will commence in July this year.    

Fellow Councillors, the upgrading of roads to Magoshi is our little contributions and 

recognition to our Magoshi for the sterling tasks they perform for Government.  They are 

not only custodioans of majority of land earmarked for development but a central 

component of our participatory democracy.  Ladies and gentlemen as part of our 

responsibility to them as Government for this year we have budgeted for their sittings in 

Council and also communication gadgets in the form of cellphones.        

Honourable Speaker, 

I am honoured to present the Budget for the Elias Motsoaledi Local Municipality, for the 

financial year 2012/2013. In financial terms, the budget for the entire Municipal Council 

stands at R 278, 933 million, with Grant Allocation of R129,556 million allocated from 

the Equitable Share, R800 thousand from Municipal System Improvement Grants( 

MSIG), R1,5 million from Finance Management, R1 million for Expanded Public Works 

Program(EPWP) and R35,223 million for Municipal Infrastructure Grant(MIG). 

Honourable Speaker the total projected own revenue for the 2012/13 is at R 

110,854million, which makes our 2012/13 total budget R278,9 million. 

 Honourable Speaker,  

In conclusion 



I want to express appreciation to all Councillors, the Municipal Manager and other 

managers, the members of the community and everyone who have played his/her role 

in this budget.  Your continued assistant is highly appreciated. 

I therefore table the budget for 2012/2013 to Council for approval. 

 

 “Bana ba motho ba kgerogana hlogo ya tsie” 

Thank You,  

Baie Dankie,  

Re a leboha,  

Siyabonga 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 



3. ANNUAL BUDGET RELATED RESOLUTIONS 
 

2012/2013 MTREF BUDGET – IDP  

 

   

RECOMMENDATIONS BY THE MUNICIPAL MANAGER  

 

1. That the Integrated Development Plan for 2012/2013 – 2016 

and budget for 2012/2013 be approved. 

 

 

SPECIAL EXECUTIVE COMMITTEE MEETING: 28 MAY 2012  

 

RESOLVED TO RECOMMEND: 

  

1.  That Integrated Development plan for 2012/2013-2015/2016 be 

recommended for approval by council subject to the following: 

a) The number of learners and teachers for schools in 

Groblersdal be included. 

 

2. That the Annual Budget for 2012/13 be recommended for 

approval subject to the following: 

a) A detailed report on the increase of the operating Budget 

and the reduction of the Capital Budget. 

b) A report on investments. 

c) Page 13 needs to be corrected specifically the table 

d) A report on the allocation of budget for installation of 

services at Erf 885. 

e) Budget for installation of services at Erf 885be reduced 

from R4,5 million to R2,5 million  

f) That the available R2 million be allocated for lawnmowers, 

skips and refuse truck. 

 

3. That the (SDBIP) Service Delivery and Budget Implementation 

Plans be submitted for approval within 28 days from the 

approval of the budget (2012/2013) 

 

 

SPECIAL COUNCIL MEETING: 31 MAY 2012   

 



RESOLVED: 

 

1. It be noted that pre-audit outcome for financial year 

2011/2012 will be R183 545 000.00 based on April actual 

that will result in a deficit of R21 460 000.00. 

2. That the municipal departments strive to reduce 

expenditure by at least 3.5% by mid-year. 

3. That the 2012/2013 IDP and budget be approved. 

4. That administration put strict control measures on the 

budget. 
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4 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. 
 
The municipal business and service delivery priorities were reviewed as part of this year’s planning and budget process.  Where appropriate, 
funds were transferred from low- to high-priority programmes so as to maintain sound financial stewardship. 
 
National Treasury’s MFMA Circulars on municipal budget was used to guide the compilation of the 2012/13 MTREF. 
 
The main challenges experienced during the compilation of the 2012/13 MTREF can be summarised as follows: 
 
• Aging and poorly maintained roads and electricity infrastructure;  
• The increased cost of bulk electricity, which is placing upward pressure on service tariffs to residents; 
• Implementation of new Valuation Roll;   
• Wage increases for municipal staff that continues to exceed consumer inflation, as well as the need to fill critical vacancies. 
 
The following budget principles and guidelines directly informed the compilation of the 2012/13 MTREF: 
 
• The 2011/12 Adjustments Budget priorities and targets, as well as the base line allocations contained in that Adjustments Budget 

were adopted as the upper limits for the new baselines for the 2012/13 annual budget;  
• Intermediate service level standards were used to inform the measurable objectives, targets and backlog eradication goals; 
• Tariff and property rate increases should be affordable and should generally not exceed inflation as measured by the CPI, except 

where there are price increases in the inputs of services that are beyond the control of the municipality, for instance the cost of bulk 
electricity.  In addition, tariffs need to remain or move towards being cost reflective, and should take into account the need to address 
infrastructure backlogs; 

• There will be no budget allocated to national and provincial funded projects unless the necessary grants to the municipality are 
reflected in the national and provincial budget and have been gazetted as required by the annual Division of Revenue Act; 

 
In view of the aforementioned, the following table is a consolidated overview of the proposed 2012/13 Medium-term Revenue and 
Expenditure Framework: 
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Table 1  Consolidated Overview of the 2012/13 MTREF 

 
 
 
Total operating revenue has grown by 6.31 per cent or R16 552 million for the 2012/13 financial year when compared to the 2011/12 
Adjustments Budget.  For the two outer years, operational revenue will increase by 14.36 and 8,9 per cent respectively, equating to a total 
revenue growth of R 98 085 million over the MTREF when compared to the 2011/12 financial year.   
 
Total operating expenditure for the 2012/13 financial year has been appropriated at R 221 481 million and translates into a budgeted surplus 
of R 39 000. When compared to the 2011/12 Adjustments Budget, operational expenditure has grown by 36.65 per cent in the 2012/13 
budget which amounts to R 59 396 million. The operating surplus for the two outer years steadily increases to R 55 000 and then stabilise at 
R185 000. 
 
The capital budget of R 57 412 million for 2012/13 is 42.47 per cent less when compared to the 2011/12 Adjustment Budget.  The decrease 
is due to other allocations in the Division of Revenue Act not allocated such as the extended public works program (EPWP) incentive grant 
being decreased and no allocation for the integrated national electrification program.    
 
For Elias Motsoaledi local Municipality to continue improving the quality of services provided to its citizens it needs to generate the required 
revenue.  In these tough economic times strong revenue management is fundamental to the financial sustainability of every municipality.  
The reality is that we are faced with development backlogs and poverty.  The expenditure required to address these challenges will 
inevitably always exceed available funding; hence difficult choices have to be made in relation to tariff increases and balancing expenditures 
against realistically anticipated revenues. 
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The municipality’s revenue strategy is built around the following key components: 
 
• National Treasury’s guidelines and macroeconomic policy; 
• Growth in the municipality and continued economic development; 
• Efficient revenue management, which aims to ensure a 90 per cent annual collection rate for property rates and other key service 

charges; 
• Electricity tariff increases as approved by the National Electricity Regulator of South Africa (NERSA); 
• Achievement of full cost recovery of specific user charges especially in relation to trading services; 
• Determining the tariff escalation rate by establishing/calculating the revenue requirement of each service; 
• Increase ability to extend new services and recover costs 
• The municipality’s Property Rates Policy approved in terms of the Municipal Property Rates Act, 2004 (Act 6 of 2004) (MPRA); 
• The municipality’s Indigent Policy and rendering of free basic services; and 
• Tariff policies of the municipality 

 
The following table is a summary of the 2012/13 MTREF (classified by main revenue source): 
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In line with the formats prescribed by the Municipal Budget and Reporting Regulations, capital 
transfers and contributions are excluded from the operating statement, as inclusion of these 
revenue sources would distort the calculation of the operating surplus/deficit. 
 
Revenue generated from rates and services charges forms an insignificant percentage of the 
revenue basket for the municipality.  In the 2011/12 financial year, revenue from rates and 
services charges totalled R70 161 million which is 27.1 percent.  The revenue from rates and 
services charges are anticipated to increase to R89 932 million in the financial year 2012/13 
which is 31.9 present and a slight decrease to R88 063 million which is 27.6 present and a slight 
increase to R96 869 million in the financial year 2014/15 financial year to 27.9 present.  
The above table excludes revenue foregone arising from discounts and rebates associated with 
the tariff policies of the Municipality.  
 
Property rates is the third largest revenue source totalling 6.4 per cent or R17 936 million rand 
and increases to R25 011 million and R27 512 million by 2013/14 and 2014/15 respectively.  
The second largest source is electricity revenue which is contributing 24.4 present in the 
financial year 2012/13. 
  
Transfers recognised amount to R168 079 million in the 2012/13 financial year and steadily 
increases to R 178 743 million and R 193 195 million respectively in the outer years which 
exclude conditional capital grant. The municipal infrastructure grant amount to R35 223 million 
in the 2012/13 financial year and steadily increased to R37 156 million and R39 304 million 
respectively in the outer two years. The transfers recognised contribute 59.6 percent in the 
financial year 2012/13 which indicates that the municipality is dependent on grants. In the outer 
two years it contributes 56 and 55.6 respectively  
 
The following table gives a breakdown of the various operating grants and subsidies allocated to 
the municipality over the medium term: 
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Table 2 Operating Transfers and Grant Receipts 
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+Tariff-setting is a pivotal and strategic part of the compilation of any budget.  When rates, tariffs 

and other charges were revised, local economic conditions, input costs and the affordability of 
services were taken into account to ensure the financial sustainability of the municipality. 

 
National Treasury continues to encourage municipalities to keep increases in rates, tariffs and 
other charges as low as possible.  Municipalities must justify in their budget documentation all 
increases in excess of the 6 per cent upper boundary of the South African Reserve Bank’s 
inflation target.  Excessive increases are likely to be counterproductive, resulting in higher levels 
of non-payment. 

 
The Eskom price of bulk electricity supplied to municipalities will increase by 13.5 percent on 1 
July 2012. Based on this price increase, and increases guideline increase for municipal tariffs of 
11.03 percent. National Treasury was consulted on the methodology used by NERSA to 
calculate the guideline municipal tariff increase. 
 
The percentage increases of Eskom tariffs are far beyond the mentioned inflation target. Given 
that these tariff increases are determined by external agencies, the impact they have on the 
municipality’s electricity and in these tariffs are largely outside the control of the municipality.  
Discounting the impact of these price increases in lower consumer tariffs will erode the 
municipalities’ future financial position and viability. 
 
It must also be appreciated that the consumer price index, as measured by CPI, is not a good 
measure of the cost increases of goods and services relevant to municipalities. The basket of 
goods and services utilised for the calculation of the CPI consist of items such as food, petrol 
and medical services, whereas the cost drivers of a municipality are informed by items such as 
the cost of remuneration, bulk purchases of electricity, petrol, diesel, chemicals, cement etc. 
The current challenge facing the municipality is managing the gap between cost drivers and 
tariffs levied, as any shortfall must be made up by either operational efficiency gains or service 
level reductions. Within this framework the municipality has undertaken the tariff setting process 
relating to service charges as follows. 

 

1.1.1 Property Rates 

 
Property rates cover the cost of the provision of general services.  Determining the effective 
property rate tariff is therefore an integral part of the municipality’s budgeting process. 
 
National Treasury’s MFMA Circular No. 51 deals, inter alia with the implementation of the 
Municipal Property Rates Act, with the regulations issued by the Department of Co-operative 
Governance.  These regulations came into effect on 1 July 2009.  
 
The following stipulations in the Property Rates Policy are highlighted: 
 
• The first R15 000 of the market value of a property used for residential purposes is 

excluded from the rate-able value (Section 17(h) of the MPRA) In addition to this rebate, 
a further R15000 reduction on the market value of a property will be granted in terms of 
the municipality’s own Property Rates Policy; 

• An additional 20% rebate is given to house hold and 25% to businesses. 
 
The categories of rate-able properties for purposes of levying rates and the proposed rates for 
the 2012/13 financial year are as contained below: 
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Table 3 Comparison of proposed rates to levied for the 2011/12 financial year 

Category Current Tariff  
(1 July 2011) 

Proposed tariff  
(from 1 July 2012) 

  R R 

Residential properties 0.0060 0.00464 

State owned properties 0.0015 0.00145 

Business & Commercial 0.0120 0.0087 

Agricultural 0.0015 0.00145 

Municipal rateable 0.0000 0.00000 

Public benefit organisation properties 0.0015 0.00145 

   
 
 

Sale of Electricity and Impact of Tariff Increases  
 
NERSA has announced the revised bulk electricity pricing structure. A 16 per cent increase in 
the Eskom bulk electricity tariff to municipalities will be effective from 1 July 2012.  
Considering the Eskom increases, the consumer tariff had to be increased by 11.03 per cent to 
offset the additional bulk purchase cost from 1 July 2012. 
 
Waste Removal and Impact of Tariff Increases  
 
 It is widely accepted that the rendering of this service should at least break even. The 
municipality will have to implement a solid waste strategy to ensure that this service can be 
rendered in a sustainable manner over the medium to long-term. 
 

1.2 Operating Expenditure Framework 

 
The municipality’s expenditure framework for the 2012/13 budget and MTREF is informed by 
the following: 
 

o Balanced budget constraint (operating expenditure should not exceed operating 
revenue) unless there are existing uncommitted cash-backed reserves to fund 
any deficit; 

• Funding of the budget over the medium-term as informed by Section 18 and 19 of 
the MFMA 

• Operational gains and efficiencies will be directed to funding the capital budget 
and other core services; and 

• Strict adherence to the principle of no project plan no budget.  If there is no 
business plan no funding allocation can be made. 

 
 

The following table is a high level summary of the 2012/13 budget and MTREF (classified per 
main type of operating expenditure): 
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Table 2  Summary of operating expenditure by standard classification item 

 

 
The budgeted allocation for employee related costs for the 2012/13 financial year totals R82 
656 million. 
 
Bulk purchases are directly informed by the purchase of electricity from Eskom.  The annual 
price increases have been factored into the budget appropriations and directly inform the 
revenue provisions.   
 
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 and efficiencies can be achieved.   
 

 

1.3 Capital expenditure 

 
The following table provides a breakdown of budgeted capital expenditure by vote: 
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The municipality roll out its projects on phases as a result we do not have projects that rolled 
over to the multi years and budgets are indicated on the medium term to show the iondicative 
figures for the next phases to be completed. There is no project that runs over the period of 
three years 
  
5 BUDGET SCHEDULES 
 

1.1 Budgeted summary on table A1 (Page 26);  

1.2 Budgeted financial performance (revenue and expenditure by 

classification reflected on table A2 (page 27) 

1.3 Budgeted financial performance (revenue and expenditure by municipal 

vote reflected on table A3 (page 32) 

1.4 Budgeted financial performance (revenue source and expenditure by 

type reflected on table A4 (page 36) 

1.5 Budgeted capital budget by vote, standard classification and funding as 

reflected on table A5 (page 37) 

1.6 Budgeted financial position as reflected on table A6 (page 42)  

1.7       Measurable performance objective for revenue source as per Cash flow 

table A7 (page 43) 

1.9  Cash back reserve/ accumulated surplus reconciliation on A8 (page 44)  

1.10  Asset management as reflected on table A9 (page 45) 

1.8     The basic service delivery measurement on table A10 (page 47) 

 

 

6. BUDGET PROCESS OVERVIEW 
 

 Budget Process Overview 
 

The budget process is a continuous cycle of planning, implementing, monitoring and 
reporting. The budget process involves activities relating to at least three budget years 
simultaneously. The process involves simultaneously assessing how the Municipality is 
managing the closure of the previous financial year budget, the monitoring of the 
current year budget and the planning for the next three years’ budgets, linked with the 
IDP.  

 

 

National Treasury provides guidance on budget preparation by providing the MFMA 

Circulars. The 2012/13 budget is prepared in accordance with the MFMA Circular 51 and 

54. The management and executive committee had undergone the strategic session to 

clearly define the strategic priorities of the municipality.  
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Critical to the development of a credible budget are: the manner in which the strategic 

planning process is integrated; the input of policy directions; and consultation with the 

community and other stakeholders.  

 Political oversight of the budget process 
 

The Mayor provided the political guidance overview over the budget and priorities that 

guided the budget preparation. This has been done in terms of section 54(1)(a) of 

Municipal Finance Management Act(MFMA) and budget regulation and Reporting. 

The budget preparation and IDP review process was driven by the IDP and Budget 

Steering Committee. This committee is chaired by the Chairperson of Finance and the 

following persons are members: 

o Chairperson: Finance 
o Municipal Manager 
o All heads of Departments (Directors) 
o Manager Budget 
o Manager IDP 

The Strategic Director on behalf of the municipal Council drives the IDP Review Process, 

which entails the coordination of activities, meetings and the development of 

documents within the ambit of the steering Committee. 

 Schedule of Key Deadlines relating to budget process  21(1)(b)] 
 

The schedule of key deadlines for the preparation of the budget and the annual review 

of the IDP for the 2012/2013 medium term period was tabled in council in and was 

approved accordingly. 

 Process for tabling and adoption of budget in council for community consultation 
 

 Elias Motsoaledi Local Municipality‘s 2012/13 Budget have been developed to comply with 

the National treasury’s Circulars of MFMA and the provision of section 15-20 of MFMA..  

The tabling of time schedule outlining key deadlines for Elias Motsoaledi Local 

Municipality started 10 months before the start of the budget year. The plan   indicated 

the following:  

 The preparation, tabling and approval of the Annual Budget;  

 Annual Budget review on budget – related policies;  

 The tabling and adoption of the reviewed IDP;  

 Consultation process with the community.   

 Approval of the final IDP and budget 
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 Consultation process with stake holders and outcomes 
 

The draft IDP/Budget will placed on the municipal website, copies will placed at all 

satellite office and libraries and Meshate of Magoshi 

The ward committee members were utilized to facilitate community participation 

meetings.  

 Process used to integrate the review of the IDP and preparation of the budget 
The IDP and budget preparation process started in August 2011, with the review 

of IDP/Budget process plan reflecting key deadline and was adopted by council. 

The IDP revision and budget process were fully integrated to obtain best results. 

Various meetings were held with community members, ward committees, 

councillors and other stakeholders. 

The IDP review and Budget preparation review process was driven by IDP/ 

Budget Steering Committee.  

 Summary of Community Priority Issues (During ward based IDP forum) 
 

Council is committed to allocate scares financial resources to service delivery 

goals determined in the IDP and policies of National Government such as free 

basis on water, electricity and sanitation. 

During public consultation meetings, communities still raised a number of issues 

that they considered pertinent for the development of their respective wards 

and areas. Below is a summary of the most pertinent community issues 

highlighted throughout the Elias Motsoaledi Municipal Area. The need for: 

Infrastructure development needs are: 

     High mast lights and maintenance 

      Electricity, Roads, their maintenance and necessary road signage 

      Sanitation Facilities 

      Storm water drainage 

      Housing backlog and completion of RDP 

 

            Health issues 
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  Centres for orphans and HIV/Aids patients 

 Ambulances 

 Shortage of clinics 

 Support for home based Care Centres 
 

           Social service needs 

 Refuse removal  

 Cemeteries 

 Upgrading & maintenance of sport facilities 

 Multipurpose Centres 

 Children Day care Centres 

 Old Age Centres 

 Easily accessible pension payment 

 Libraries 

 Establishment of CPF’s 

 Skills Development Centres 

 Community Halls 
           Education 

 Facilitating Scholar Transport for farm learners 

 Schools and libraries 

 Bursaries 
           Local Economic development 

 Poverty Alleviation Projects 

 Agricultural need 

 EPWP projects 
 
All the issues highlighted above are indicative of the fact that there is a need for 

cross-sectoral collaboration with municipalities and provincial and national 

service providers. 

 Strategic alignment with National and Provincial Governments 
 

Limpopo Province Growth and Development Strategy 

In terms of Section 24(1) of the Municipal Systems Act “The planning undertaken by 

a municipality must be aligned with, and complement, the development plans and 

strategies of other affected municipalities and other organs of state so as to give 

effect to the principles of co-operative government contained in Section 41 of the 

Constitution”. 
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In case of the Elias Motsoaledi Local Municipality the three most important 

(although not the only) directives in this regard are the Limpopo Growth and 

Development strategy (PGDS), the  

Integrated Development Plan of the Sekhukhune District Municipality, and the 

International Community Development Targets (Vision 2014). 

The PGDS (2004-2014) is the strategic framework for the Limpopo Provincial 

Government that sets the tone and pace for growth and development in the 

province. It addressed the key and most fundamental issues of development 

spanning the social, economic and the political environment and was developed 

from the following: 

 National policies and strategies 

 Provincial strategies 

 Local Government plans (e.g. Integrated Development Plans) and strategies 
 

The PGDS is considered a strategic document in as far as it ties Provincial policies 

with National policies while it spells out strategies on a sectoral level. Moreover, the 

PGDS also serves as guideline to provincial departments and local government/ 

organizations when they lay out their budget allocations in the light of key growth 

and development priorities at the beginning of each budget cycle. 

It is thus essential that the issues and programmes emanating from IDP’ be 

compatible with the priority areas of the PGDS. 

Limpopo province identified several priority areas of intervention as part of the 

Provincial Growth and Development Strategy, namely: 

 Economic Development (i.e. investment, job creation, business and tourism 
development and SMME development) 

 Infrastructure Development (i.e. urban/ rural infrastructure, housing and land 
reform) 

 Human Resource Development (i.e. adequate education opportunities for all) 

 Social Infrastructure (i.e. access to full social infrastructure) 

 Environmental Development (i.e. protection of the environment and sustainable 
development) 

 Good Governance (i.e. effective and efficient public sector management and service 
delivery).  
 

Care was taken during the Elias Motsoaledi IDP process that all actions and 

initiatives proposed by the municipality are in line with these Provincial Priority 

Areas for Intervention as highlighted above. 
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7. ALIGNMENT OF BUDGET WITH IDP 

 
 VISION 

 
A better life for all through service excellence.  

 
 MISSION 

The Elias Motsoaledi Local Municipality is committed to: 
 Provide democratic and accountable government for local communities; 
 Ensure provision of services to communities in a sustainable manner; 
 Promote social and economic development; 

 
We will achieve this by: 

 Implementing a system of Integrated Development Planning based on priority 
needs of the community identified through community consultation processes; 

 Ensuring the effective performance of all service providers in the municipal area; 
 Supporting sustainable infrastructure development and maintenance, as well as 

service delivery, through a fair allocation of resources; 
 Promoting a safe and healthy environment; 
 Facilitating economic development and job creation 

 
 MUNICIPAL KEY FOCUS AREAS AND IDP PRIORITY ISSUES 

Based on the above, the following are the key focus areas of the Elias Motsoaledi 
Local Municipality 

 KEY FOCUS AREAS 

 Good Governance 

 Financial Viability 

 Community Consultation 

 Infrastructure Development and Service Delivery 

 Economic Development and Job Creation 
 

KEY PRIORITY ISSUES 
Issue1: Powers, Duties and Functions 
Issue2: Organizational Restructuring and Transformation 
Issue3: Financial Management 
Issue4: Good Governance and Communication 
Issue5: Spatial Restructuring and Land Use Management 
Issue6: Land Reform and Land Administration 
Issue7: Housing 
Issue8: Health and Welfare 
Issue9: Education 
Issue 10:  Culture, Sport and Recreation 
Issue 11:  Safety and Security 
Issue 12:  Emergency Services 
Issue 13: Post and Telecommunication 
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Issue 14: Cemeteries 
Issue 15: Water and Sanitation 
Issue 16: Electricity Supply 
Issue 17:  Waste Management 
Issue 18: Roads, Storm water and Transport 
Issue 19: Environmental Management 
Issue 20: Economic Development and Job Creation 

 
8. BUDGET RELATED POLICIES:  OVERVIEW AND AMENDMENTS  

 
REVENUE MANAGEMENT 

 
The municipality is still reliance on government grants and subsidies. 

 Challenges on revenue collection 

Council has implemented Municipal Property Rate Act and new valuation roll will be 

implemented on the 1 July 2012.  

Municipal Property Rate policy 

  Municipality is busy with the consultation on the by-laws on property rate. 
 

 CREDIT CONTROL AND DEBT MANAGEMENT 
 

The municipality has appointed the debt collector which is anticipated to can reduce the 
outstanding debts and money owed to council is recovered, debt Collection Company 
was appointed to recover all outstanding debts on behalf of council upon signing the 
service level agreement with the municipality 
  

     
INVESTMENT 

 
Council invested funds in short term deposit and call deposits, these funds are temporary 

invested as per cash flow requirements. The aim is to preserve cash until is required; the 

deposits are done for 90 days and less.  

Cash management and investment policy 

The municipality has a cash management policy, which guides on how the money not 

urgently need is preserve, the policy was adopted in and it is being implemented, no 

review is proposed. 

  
 BUDGET MANAGEMENT AND EXPENDITURE CONTROL 
 



 25 

Treasury and Budget Office is implementing new budget format as a requirement of 
Budget regulation issued by National Treasury. 

 
Budget policy 
 
The budget policy has been approved 

 
SUPPLY CHAIN MANAGEMENT 
  
The committee established in terms of supply chain regulations are functional and just 

need continuous training to ensure compliance with supply chain policy, regulations and 

relevant legislations. 

Supply chain management policy  
 
Supply Chain Management Policy has been reviewed on the strategic session. 

 
ASSET MANAGEMENT 

 
Infrastructure asset register has been compiled with information that is considered 95% 
accurate for visible infrastructure 
Municipal assets are recorded in the fixed asset register, to ensure that control and risk 

avoidance are effectively maintained. The effective management of municipal 

infrastructure is central to municipality to provide acceptable standard of service to the 

community. It is important to assess and perform regular review the actual extent, 

utilization, criticality and performance and condition of infrastructure assets to optimize 

planning and implementation works. 

 Asset Management Plans  

Municipality has compiled Infrastructure asset management plans (IMP) are in draft 

stage, the plans will give details of conditions of assets. Most of roads infrastructure is at 

50% remaining useful life. This implies that capital replacement reserve should be 

created and be cash backed to achieve a balance between maintaining and renewing 

existing infrastructure while also addressing the backlog in service delivery in basic 

services. 

The IMP will inform decision on service delivery efficiency and improvement 

Long term sustainability and risk management 

Performance monitoring and accountability 

Priority development of minimum basic services 

 



 26 

 Asset management and disposal policy 

Asset management and disposal policy has been approved and obsolete asset were 

disposed in the financial year 2011/12. 

 
 RISK MANAGEMENT 
 

Council has developed a risk management and anti corruption strategy. The strategy is 
being implemented and whistle blowing has been functional on several occasions. 

 
Risk assessment has been done and mitigation strategies are being developed to ensure 
that risk avoidance is achieved. 

 

 STATUTORY AND IN-YEAR REPORTING 

Council is committed to ensure that administration comply with relevant legislation in 

terms of financial reporting. The aim is to submit relevant reports such as section 71 

reports to the relevant authorities as well as annual reports and financial statements as 

required by the provision of Municipal Finance Management Act. 

The project clean audit was launched and as municipality we have an obligation to 

ensure that clean audit is achieved. In this regard, the municipality will be developing a 

comprehensive plan to achieve a clean audit report in the 2013/2014 financial year.  

 

Accounting policy  

Accounting policy will be revised in July 2012 and the annual financial statements will be 
compiled on the policy 

 

9. BUDGET ASSUMPTION  
 

Salaries and wages 

The employees are paid in terms of the SALGA bargaining council wage curve guidelines. The 

period of the salary and wage collection agreement 2009/10 to 2011/2012 has come to an end. 

Therefore salaries went up drastically reaching almost twenty per-cent compared to the current 

year. The other factor that contributed to the increase is that the municipality has budgeted for 

all the vacant position in the financial year 2012/13.    In the absence of other information from 

the South African Local Government Bargaining Council, municipalities are advised to budget for 

a 5 percent cost of living increase adjustment 
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Councillor Allowances 

  
All the costs associated with the remuneration of Councillors, including their allowances 
and any other benefits paid, is showed in this section as a separate expense. The 
additional Councillor allowances as promulgated are budgeted for at the estimate of 5 
percent cost of living increase adjustment 

 

  General Expenditure 

 

The current CPIX increase identified by National Treasury is approximately 5.4%.  

The general increases in the budget    follow this guide but in certain cases the 

tariffs are increased in line with actual costs and out of this guideline increases. 

These items relate to maintenance, fuel, telephone and contracted in services. 

  

 Other Expenditure 

The major breakdown of other expenditure consists cell-phone allowance which 

amounts to R 2000 million and consulting fees and Audit fees which amounts to R 9 480 

million, congress and conferences amounts to R1 650 million, development of IT master 

plan R 1000 million , entertainment R 565 000, insurance amounts R1 950 million, lease 

amounts R1 450 million, material and stores amounts to R2 660 million. Mayoral 

programmes amounts R 5 418 million and printing and stationery amount to R 1 210 

million, Rental of equipment amounts to R 2 530 million, valuation amounts to R 4 

million etc. 

 

Bulk Purchases 

The percentage increases of Eskom tariffs are far beyond the mentioned inflation target.  
Given that these tariff increases are determined by external agencies, the impact they 
have on the municipality’s electricity and in these tariffs are largely outside the control of 
the municipality.  Discounting the impact of these price increases in lower consumer 
tariffs will erode the municipalities future financial position and viability. 

 

Repairs and Maintenance 

 

The municipality has upgraded its electricity power station in the financial year 2009/10   
financial year to increase its capacity to distribute electricity to its residents and also 
upgraded to sewer network to increase its capacity to cater new developments or 
expansions although the service has been transferred to Sekhukhune district 
municipality. 
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Capital Expenditure 

 

Capital expenditure is funded from Municipal Infrastructure Grant and own funding that 

is generated internally. The municipality does not have borrowings hence the 

municipality is only concentrating on doing roads, pavement and bridges. The 

municipality will in future apply for borrowings to expand capital development that will 

in turn generate income for the municipality as other feasibility studies have been 

undertaken 

 

10. FUNDING THE BUDGET (INCLUDING FISCAL OVERVIEW AND SOURCE OF FUND 

Transfers recognised 

 
This item consists of subsidies in the form of equitable share contributions, finance 
management grant, municipal systems improvement grant and others as may be 
determined from time-to-time. 

 
Assessment Rates 

 
An assessment rate element is levied on the land value of property in the municipal 
area, based on a predetermined percentage. The Local Government Property Rates Act 
had far reaching implications on the assessment rate tariff. 
 

Consumer Revenue 

 
Consumer revenue consists of income generated from the sale of electricity and from 
amounts levied for refuse removal (economical services). With reference to each of the 
services the following should be noted:- 
 

Trends in major sources of own revenue 

 Electricity and Property Rates remains the major source of revenue for the 

municipality. 
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 Property rates increases to 6.7 per cent of own revenue. This is due to the tariff 

increase of 5.4 percent as well as the new valuation roll to be implemented   

 Electricity revenue contribute on average 28.4 per cent of own revenue 

 

 

 

Other Revenue 

 
Departments that provide services, other than consumer services listed above, must at 
least recover the costs and may generate a surplus. The services include tender 
documents which amounts to R 250000, Collection commission R 4.4million, building 
plan fees amounts to R165 000 etc 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 


